$ HonglLeong Bank

6 April 2023

Global Markets Research

Daily Market Highlights

6 April: Renewed flight to safety on weak US data

ADP employment and ISM services disappointed at +145k and 51.2 respectively
10Y UST yield fell to the lowest level since September; DXY touched as low as 101.42
RBA’s Lowe: a pause does not imply rate hikes are over

e Markets saw a renewed flight to safety mode with bonds climbing and Key Market Metrics

investors shifting away from growth stocks amid signs that the US economy is Level did (%)
weakening. Wednesday’s moves came as traders mulled over the latest ADP  Equities
private payrolls report, which showed slowing job growth, while ISM services pow Jones 33,482.72 0.24
fell four points to a 3-month low. The tech-heavy NASDAQ composite ¢gp 500 4,090.38 0.25
underperformed, sinking 1.1% d/d, while the broad-based S&P 500 dipped NASDAQ 11,996.86  -1.07
0.3% d/d. The Dow Jones Industrial Average added 0.2% d/d, bolstered by el AT 456.59 0.16
health-care stocks. T 7.662.94 037
Nikkei 225 27,813.26 -1.68
In Europe, Stoxx 600 index closed 0.2% d/d lower after a broadly downbeat
session, while the FTSE 100 rose 0.4% d/d as defensive and energy stocks Hang Seng A .68
gained. Asia markets also closed mixed after RBNZ raised its benchmark cash Straits Times ek 0.2
rate more than expected by 50bps to 5.25%. Nikkei 225 led losses in the KLCl 30 1,429.55 0.00
region, closing 1.7% d/d lower while Hang Seng slipped 0.7% d/d. Singapore
Straits Times, were however, 0.2% d/d higher. EX
Dollar Index 101.85 0.26
UST vyields declined further with the benchmark 10Y reaching its lowest level EUR/USD 1.0904  -0.45
since mid-September. The yield on the 10Y slipped 3bps to 3.31%, while the  GBP/USD 1.2462 -0.31
yield on the 2Y dipped 5bps to 3.78%. 10Y European bond yields closed the  ysp/jpy 13132 0.30
day 1-11bps lower. AUD/USD 0.6720  -0.46
USD/CNH 6.8858 0.10
The Dollar Index wobbled initially, stumbled to 101.42 but recovered to close USD/MYR 43995 011
0.3% d/d higher at 101.85. Both the EUR and GBP weakened 0.5% d/d and ETEED 1279 0.18
0.3% d/d respectively. Asian currencies closed mixed. JPY was 0.3% d/d
stronger, while CNH and SGD weakened slightly by 0.1-0.2% d/d. MYR closed
0.1% d/d stronger at 4.3995, its first close below the 4.40 key support level in fommodities
seven weeks, paving the way towards 4.35-4.36s. WTI ($/bbl) o)A
Brent (5/bbl) 84.99 0.06
Oil prices were little changed, with the WTI closed down 0.1% d/d but Brent ~ Gold ($/oz) e
closed higher by 0.1% d/d in a battle between concerns over demand in an  Copper ($$/MT) 8,78200 035
uncertain economy and the drawdown in US crude oil and fuel stocks.  ajuminum($/MT) 2,333.50  -1.56
According to the EIA, crude inventories fell by a more-than-expected 3.7m CPO (RM/tonne) 4,248.00 0.74

barrels last week. Similarly, safe-haven gold was flattish, slipping slightly less
than 0.1% d/d and hovering near its 1-year high at $2k/oz.

Source: Bloomberg, HLBB Global Markets Research

S&P Services PMIs were mixed across the globe

e The final S&P Global US Services PMI was revised downwards by 1.2ppts to
52.6in March (Feb: 50.6). Nevertheless, the latest data signalled a modest rise
in output that was the sharpest since June 2022, supported by stronger client
demand, a renewed rise in orders and the acquisition of new customers.




The final Eurozone Services PMI was shaved 0.6ppts from its initial estimate to
55.0 in March (Feb: 52.7) and signalled a strong increase in output across
services firms. The rate of growth was the fastest since May 2022.

The final UK Services PMI was revised slightly upwards by 0.1ppts to 52.9 in
March (Feb: 53.5). As it is, the average reading for the 1Q at 51.7 signalled a
turnaround in business activity after the marginal fall seen last quarter.

The au Jibun Bank Japan Services Business Activity Index was revised upward
by 0.8ppts to 55.0 in March (Feb: 54.0). The reading signalled a seventh
successive improvement in output and second sharpest rise in history. Firms
attributed the uplift to the subsiding impact of the pandemic.

The Singapore PMI rose to 52.6 in March (Feb: 49.6), the fastest rate of
expansion since last November. This was underpinned by higher demand for
domestic goods and services, but export weakness was evident during the
month.

US private sector employment softened to +145k; Services ISM fell more
than expected to 51.2

According to ADP Research Institute, private sector employment increased at
a much slower rate than expected by +145k in March (Feb: +261k), one of
several signals that employers are pulling back from a year of strong hiring and
pay growth after a three-month plateau.

The Services ISM fell more than expected to 51.2 in March (Feb: 55.1),
suggesting a pullback in the rate of growth for the services sector. This is
attributable to a cooling off in new orders, an employment environment that
varies by industry and continued improvements in capacity and logistics, a
positive impact on supplier performance. The majority of respondents,
nevertheless, report a positive outlook on business conditions.

Trade deficit widened more than expected and for the third month to $70.5bn
in March (Feb: -568.7bn) as exports fell (-2.7% m/m vs Feb: +3.6% m/m) more
than imports (-1.5% m/m vs Feb: +3.3% m/m). Of note, travel exports rose to
a three-year high while imports of consumer goods fell for the first time in 3
months.

After four weeks of increasing mortgage purchase application activity, volume
declined slightly for the week ended March 31 even with another small drop
in mortgage rates. Mortgage applications decreased 4.1% w/w (March 24:
+2.9% w/w), with both the refinance and purchase indices contracting 5.4%
and 3.5% w/w.

RBA’s Lowe said that pause doesn’t imply rate hikes are over

RBA Governor Philip Lowe said that the central bank’s decision to keep interest
rates unchanged doesn’t mean an end to its tightening cycle but
acknowledged that the board is prepared for a slower return on inflation to
target than some other central banks. Lowe also highlighted three key factors
that will have an impact on Australia’s outlook: 1) The global economy in light
of the recent bank stress; 2) Strength of domestic household consumption
which is likely to be subdued for some time; 3) Price- and wage-setting
behaviour in response to higher inflation.

Singapore’s retail sales jumped 12.7% due to low base effect

Retail sales surged more than expected by 12.7% y/y in February (Jan: -0.8%
y/y). However, it should be noted that the jump in sales was partly attributed
to a lower base, as some shops were not open during CNY public holidays in
February 2022. Most industries recorded increases, led by sales of wearing
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apparel & footwear, computer & telecommunications equipment as well as
optical goods & books. The food & alcohol industry recorded a 69.0% y/y
jump, due mainly to higher demand for alcoholic products (including those

sold in duty free shops).

House View and Forecasts

FX This Week 1Q-23A 2Q-23 3Q-23 4Q-23
DXY 101-103 103 104 103 102
EUR/USD 1.08-1.10 1.08 1.06 1.06 1.06
GBP/USD 1.22-1.25 1.23 1.21 1.21 1.21
usD/JPY 130-134 133 132 132 131
AUD/USD 0.66-0.68 0.67 0.69 0.70 0.71
USD/MYR 4.38-4.44 4.42 4.36 4.30 4.25
USD/SGD 1.32-1.34 1.33 1.31 1.29 1.27
Rates, % Current 1Q-23A 2Q-23 3Q-23 4Q-23
Fed 4.75-5.00 4.75-5.00 5.00-5.25 5.00-5.25 5.00-5.25
ECB 3.50 3.50 4.00 4.00 4.00
BOE 4.25 4.25 4.25 4.25 4.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.60 3.60 3.60 3.60 3.60
BNM 2.75 2.75 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
6-April HK S&P Global Hong Kong PMI (Mar) 53.9
AU Exports MoM (Feb) 1%
AU Imports MoM (Feb) 5%
CH Caixin China PMI Services (Mar) 55
UK S&P Global/CIPS UK Construction PMI (Mar) 54.6
US Challenger Job Cuts YoY (Mar) 410.10%
US Initial Jobless Claims 198k
US Continuing Claims 1689k
7-April JN Labor Cash Earnings YoY (Feb) 0.80%
JN Household Spending YoY (Feb) -0.30%
IN Leading Index CI 96.6
MA Foreign Reserves $114.0b
US Change in Nonfarm Payrolls (Mar) 311k
US Unemployment Rate (Mar) 3.60%
US Average Hourly Earnings MoM (Mar) 0.20%
US Average Weekly Hours All Employees (Mar) 34.5

Source: Bloomberg
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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.




