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Global Markets Research

Daily Market Highlights

5 Jan: Dow pared gains on hawkish Fed minutes

Fed warned markets not to underestimate the Fed’s resolve to bring down inflation
UST yields closed lower for a fourth session; DXY weakened

Oil prices extended its decline; gold prices rose on Chinese buying
Key Market Metrics

e Stocks fell from their highs Wednesday but remained in positive territory Level did (%)
after Federal Reserve meeting minutes showed that the central bank will  Equities
remain aggressive in raising rates to tame inflation. The Dow Jones Industrial pow Jones 33,269.77 0.40
Average rose 0.4% d/d while the S&P 500 and the Nasdaq Composite ended  ¢gp 500 3,852.97  0.75
up 0.8% d/d and 0.7% d/d respectively. European stocks closed higher, after NASDAQ 10,458.76 0.69
inflation data out of France and Germany indicated that consumer price Stoxx Eur 600 440.19 1.38
increases across the Eurozone are slowing. The Stoxx 600 closed up 1.4%. FTSE 100 7,585.19 0.41
Hong Kong shares led gains in the Asia-Pacific, with Hang Seng index up 3.2% Nikkei 225 25716.86  1.45
d/fd. Hang Seng 20,793.11  3.22
o  10-year Treasury yield was down for the 4™ session, slipping 6bps to 3.68%. >traits Times 32246 0.10
The 2-year Treasury yield fell by 2bps to 4.35%. KLCI 30 1,469.85  -0.30
e The Dollar Index closed 0.3% d/d lower at 104.25, off the intraday of low EX
103.83. AUD led the G10 rally during the day, with the commodity-led Dollarindex 104.25  -0.26
currency jumping 1.7% d/d as China discussed easing of ban on Australia  EUR/uUSD 1.0604  0.53
coal imports. The EUR and GBP also advanced 0.6% and 0.7% respectively =~ GBP/USD 1.2055 0.73
against the USD on the day while the JPY strengthened by a whopping 1.2%  usSD/IpPY 132.63 1.23
d/d. In the Asia FX space, we saw broad gains with the CNH, MYR and SGD  aub/usb 0.6839 1.66
reporting 0.2-0.4% d/d gains. USD/CNH 6.8995  -0.35
USD/MYR 4.3985 -0.24
e Oil continued to fall by more than 5.0% after slumping 4.0% in the previous USD/SGD 13405 -0.36
session, weighed down by demand concerns stemming from the state of the
global economy and rising COVID cases in China. Both the WTI and Brent are o
trading at $73 and $78/barrel currently. On the other hand, gold prices Commodities
gained 0.7% d/d, boosted by strong Chinese buying. LA 28 5%
Brent ($/bbl) 77.84 -5.19
Hawkish FOMC minutes; slower rate hike not a signal of the Fed’s softer Gold (5/02) 1,858.00  0.70
stance on inflation-fighting Copper ($5/MT) 8,252.00 -0.84
e Key highlights in the FOMC minutes include: 1) Decision to step down toa  Aluminum($/MT) 2,266.50  -1.93
50bps hike was not an indication of an indication of any weakening of the  cPO (RM/tonne) 4,174.00 3.1

Committee's resolve to achieve its price-stability goal or a judgment that Source: Bloomberg, HLBB Global Markets Research
inflation was already on a persistent downward path; 2) Fed warns financial
markets not to underestimate the central bank’s resolve to bring down
inflation; 3) Risks of higher inflation seen as key factor shaping outlook for
policy; 4) Minutes gave little hint on the quantum of next rate hike; 5) Staff
economic outlook was less weak than in prior meeting as staff assessed the
possibility of a recession as a “plausible alternative to the baseline” after

previously viewing odds at 50:50.




US ISM manufacturing weakened slightly more than expectation; solid
labor market

The ISM Manufacturing Index for December eased slightly more than
expected to48.4 (Nov: 49.0), marking the lowest since May 2022 and the
steepest annual slide since 2008. The silver lining was the continued easing
in input costs as well as solid jobs index component.

MBA mortgage application plunged 13.2% from two weeks earlier for the
week ended Dec 30, 2022. As it is, the end of the year is typically a slower
time for the housing market, and with mortgage rates still well above 6.0%
and the threat of a recession looming, it is not surprising that mortgage
applications has declined to the lowest level since 1996.

Demand for employment remained high in November as companies looked
for workers to fill positions despite worries of a looming recession. The Job
Openings and Labor Turnover Survey for the month showed available
position rose more than expected to 10.5m (Oct: 10.5m). Nevertheless, it
should also be noted that the report showed some moderation in hiring in
some sectors like accommodation and food services, construction and retail
trade.

Eurozone services sector rose more than expected

The S&P Global Eurozone Services PMI Business Activity Index rose more than
expected to 49.8 in Dec (Nov: 48.5). This was the softest decline since last
August. A sixth successive monthly reduction in new business was registered
in December. Specifically, we noted a further expansion in employment,
while business confidence edged up to a four-month peak but remained
historically subdued.

UK credit card borrowing soars to highest monthly level since 2004

Credit card borrowing in the UK soared more than expected in November to
its highest monthly level since 2004 amid mounting pressure on households
from the cost of living crisis. The latest snapshot from the Bank of England
showed individuals borrowed an additional £1.5bn in all forms of consumer
credit, of which £1.2bn was on credit cards. The Bank’s figures showed a
sharp fall in mortgage approvals to 46.1k, reflecting the increase in borrowing
costs after successive rate increases from the central bank over the past year.

China resumed approval for private funds in residential property
development

China resumed approval for private equity funds to raise money for
residential property developments, in its latest effort to boost the country’s
real estate sector. According to unconfirmed reports, the Asset Management
Association of China recently started allowing private equity funds to register
such investment products, after halting it in 2021. After the freeze, the
number of private equity property funds dropped 14% in 2021, while
investment into real estate focused private equity products also dropped 2%

yly.

Japanese PMI worsened slightly to 48.9

The headline au Jibun Bank Japan Manufacturing PMI dropped to 48.9 in Dec
(Nov: 49.0), a second consecutive deterioration in the overall health of the
Japanese manufacturing sector. The latest reading remained mild overall but
was the lowest since October 2020. Forward looking indicators are also
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increasingly painting a gloomier picture for the sector, as companies have cut
back input buying sharply, and business sentiment waned to a seven-month
low.

Australia’s services activity slowed amid softer demand

Australia’s services sector activity continued to slow in December, with sub-
50 readings for business activity, outstanding work, exports and new business
activity as the economy is clearly responding to higher interest rates and
softer demand over the final months of 2022.The business activity index, at
47.3 in December, is down slightly from the 47.6 reading in November.

New Zealand property prices continued to fall, albeit at a slower pace

New Zealand’s CoreLogic’s House Price Index (HPI) shows property values fell
-0.2% m/m in December, a further reduction in the pace of price declines
from previous months (Nov: -0.6% m/m). As it is, New Zealand’s property
market peaked in March with the first monthly fall in prices recorded in April.

Hong Kong retail sales fell 4.2%, snapping two months of growth

Hong Kong’s November retail sales unexpected fell 4.2% y/y (Oct: +4.0% y/y),
snapping two straight months of growth with tightened financial conditions
weighing on local demand. Lower sales were seen for jewellery, watches and
clocks, and valuable gifts; commodities in department stores; wearing
apparel; medicines and cosmetics; furniture and fixtures; footwear, allied
products and other clothing accessories (-8.1%); books, newspapers,

stationery and gifts; Chinese drugs and herbs and optical shops.

House View and Forecasts

FX This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 102-105 98.00 96.04 96.04 96.04
EUR/USD 1.04-1.07 1.10 1.11 1.11 1.11
GBP/USD 1.17-1.22 1.26 1.27 1.27 1.27
usD/JPY 128-135 130 128 128 128
AUD/USD 0.66-0.69 0.70 0.72 0.72 0.72
USD/MYR 4.38-4.43 4.31 4.28 4.28 4.28
USD/SGD 1.34-1.36 1.32 1.30 1.30 1.30
Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.25-4.50 4.75-5.00 4.75-5.00 4.75-5.00 4.75-5.00
ECB 2.50 3.00 3.00 3.00 3.00
BOE 3.50 4.00 4.00 4.00 4.00
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.10 3.35 3.35 3.35 3.35
BNM 2.75 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next

Date Events Prior
5-Jan SI S&P Global Singapore PMI (Dec) 56.2

HK S&P Global Hong Kong PMI (Dec) 48.7

CH Caixin China PMI Services (Dec) 46.7

Sl Retail Sales YoY (Nov) 0.104

JN Consumer Confidence Index (Dec) 28.6

UK S&P Global/CIPS UK Services PMI (Dec F) 50

EC PPI MoM (Nov) -0.029

US Challenger Job Cuts YoY (Dec) 4.165

US ADP Employment Change (Dec) 127k

US Trade Balance (Nov) -$78.2b

US Initial Jobless Claims 225k
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6-Jan
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US Continuing Claims 1710k
US S&P Global US Services PMI (Dec F) 44.4
JN Labor Cash Earnings YoY (Nov) 0.018
IN Jibun Bank Japan PMI Services (Dec F) 51.7 Hong Leong Bank Berhad
UK S&P Global/CIPS UK Construction PMI (Dec) 50.4 Fixed Income & Economic Research,
EC Consumer Confidence (Dec F) -22.2 Global Markets
EC CPI MoM (Dec P) -0.001 Level 8, Hong Leong Tower
EC Retail Sales MoM (Nov) -0.018 6, Jalan Damanlela
EC Economic Confidence (Dec) 93.7 Bukit Damansara
US Change in Nonfarm Payrolls (Dec) 263k 50490 Kuala Lumpur
US Unemployment Rate (Dec) 0.037 Tel: 603-2081 1221
US Average Hourly Earnings MoM (Dec) 0.006 Fax: 603-2081 8936
US ISM Services Index (Dec) 56.5 HUMarkets@hIbb.honglesng.com.my
US Factory Orders (Nov) 0.01
US Durable Goods Orders (Nov F) -0.021

Source: Bloomberg

DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or
solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of any
contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable
and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a
reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of
negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained in
or derived from or omission from the reports or matter.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. These
entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other activities for
their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their own account or for the
account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with its business activities, may
possess or acquire material information about the financial instruments. Such activities and information may involve or have an effect on the financial
instruments. HLB Group have no obligation to disclose such information about the financial instruments or their activities.

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts made in
this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report are based
on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a representation
that the matters referred to therein will occur. Any projections or forecasts mentioned in this report may not be achieved due to multiple risk factors
including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate information. No assurance
can be given that any opinion described herein would yield favourable investment results. Recipients who are not market professional or institutional
investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment decision based on the
recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB does
not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, country
or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use of the
addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose, without
the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose
possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a recipient hereof
agrees to be bound by the foregoing limitations.
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