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Global Markets Research

Daily Market Highlights

8 Feb: Stocks rose after Powell’s hawkish comments

Stocks ricocheted; DXY slipped and front-end UST advanced
RBA raised cash rates by 25bps to 3.35%; Further increases is needed
Malaysia’s Dec IPI growth slowed to 3.0%; Reaffirming 4Q GDP growth forecast of 4.9%

Key Market Metrics

e US stocks closed higher after the major indices ricocheted during and Level did (%)
shortly after Federal Reserve Chair Jerome Powell’s midday conversation  gqyities
at the Economic Club of Washington. The S&P 500 was up 1.3% d/d, while =~ 34156.69  0.78
Nasdag Composite gained 1.9% d/d. The Dow Jones Industrial Average S&P 500 4.164.00 1.20
added 0.8% d/d. In a nutshell, Powell said that while inflation was on the T 12.113.79 1.90
decline, interest rates need to keep rising to quash inflation and floated
. . . Stoxx Eur 600 458.19 0.23
the idea that borrowing costs may reach a higher peak than traders and 7 864.71 0.5
policy makers anticipate. He added that the latest jobs reports show why FTSE 100 T i
cooling prices take time. el o 2768547 -0.03
Hang Seng 21,293?0 0.36
e European markets nudged fractionally as investors awaited comments Straits Times 330084 0.5
from Powell. Stoxx 600 was choppy through the session and closed up 0.2%  KLCI 30 1,476.38  -0.95
d/d. FTSE 100 gained 0.4% d/d. Stocks in Asia-Pacific traded mixed, as
investors digested RBA’s 25bps rate hike and hawkish guidance. The Ex
S&P/ASX 200 fell 0.5% d/d. Hang Seng index rose 0.4% d/d, while the Hang  pgiar index 103.43  -0.19
Seng Tech Index climbed 1.2% d/d as shares of Baidu jumped on a recent EUR/USD 1.0726 0.00
announcement on its artificial chatbot. GBP/USD 1.2048  0.24
UsD/JPY 131.07 -1.20
e Powell’'s hawkish guidance sparked a rally in short-term maturity
. . . AUD/USD 0.6959 1.10
Treasuries, sending the 2-year Treasury yield down by around 1bps to 6.7839 0.32
4.47%. The 10-year Treasury yield was last up by around 3bps at 3.67%. USD/CNH ’ -
USD/MYR 4.3025 1.03
e Dollar fell from one-month highs after Powell’s comments. DXY slipped ~ USD/SGD 13242 -0.27
0.2% d/d to 103.43. EUR was flat against USD at 1.0726, while GBP
strengthened 0.2% d/d. AUD appreciated 1.1% d/d after the RBA sounded  Commodities
a more hawkish policy tilt than many had expected. JPY rebounded to gain ~ wTI ($/bbl) 77.14 4.09
1.2% d/d while CNH strengthened marginally by 0.3% d/d. SGD also gained  grent ($/bbl) 83.69 3.33
0.3% d/d/ vis-a-vis USD to close at 1.3242. MYR weakened 1.0%% d/d to .4 ($/02) 1,871.70 0.29
close at 4.3025. Copper ($8/MT) 8,925.00 0.60
i 2,524.50 -0.36
e Qil prices climbed more than 3.0% on Tuesday after Saudi Aramco Aluminum(5/MT)
CPO (RM/tonne) 3,825.00 2.33

increased most of its selling prices for shipments to Asia in March. West
Texas Intermediate (WTI) surged 4.1% d/d, while Brent gained 3.3% d/d.
Price of gold was relatively stable, gaining 0.3% d/d.

Source: Bloomberg, HLBB Global Markets Research

US consumer credit rose at the smallest clip in 2 years

e US consumer credit rose at the smallest clip in nearly 2 years at +$11.6bn
in December (Nov: +533.1bn). Revolving credit outstanding, which
includes credit cards, pulled back to +$7.2bn (Nov: +$15.3bn), the least
since August 2021, while non-revolving credit, which includes loans for




school tuition and vehicle purchases increased by +54.4bn (Nov:
+$17.8bn), the smallest since August 2020.

December trade deficit widened less than expected to $67.4bn (Nov: -
$61.0bn). The increase in deficit reflected an increase in goods deficit at
$90.6bn (Nov: -$83.2bn) as exports continued to contract 1.7% m/m (Nov:
-2.6% m/m), while imports rebounded to grow by 1.8% m/m (Nov: -7.4%
m/m). Notable increases were seen in imports of automotive and
consumer goods.

RBA raised cash rates by 25bps to 3.35%, added that further increases
will be needed

As per expectations, the Reserve Bank of Australia increased the cash rate
target by 25bps to 3.35%. In its accompanying statement, RBA also added
that further increases in interest rates will be needed over the months
ahead to ensure that inflation returns to target and that this period of high
inflation is only temporary. As it is, consensus is expecting rates to increase
by another 25bps to 3.60% by end of 1Q.

Australia’s trade balance shrank more than expected to AS$12.2bn
December (Nov: +A$13.5bn), driven largely by a fall in exports of mineral
fuels and mining goods, while imports increased slightly on demand for
overseas travel. Exports shrank 1.0% m/m (Nov: -1.0% m/m), while imports
rebounded to grow by 1.0% m/m (Dec: -3.0% m/m).

Japan’s leading index fell more than expected to 97.2

Japan’s leading index declined less than expected to 97.2 in December
(Nov: 97.7). Notable sub-indices which contributed to this decline include
producer’s final demand, new job offers, Nikkei price commodity index,
M2 and stock prices.

Malaysia’s IPI slowed more than forecast

Growth in Malaysia’s Industrial Production Index (IPl) tapered off more
than expected to 3.0% y/y in December (Nov: +4.8% vy/y), its slowest
increase since Sept 2021, as output at the manufacturing, and mining
sectors expanded at slower pace. On top of this, the slower output gain
was evident across both the export- as well as domestic-oriented sectors,
a sign slower external demand and domestic headwinds are taking a toll
on the Malaysian economy.

In tandem with the softer traction in IPI, manufacturing sales also reported
slower growth for the 4th straight month, increasing a mere 8.6% y/y in
December (Nov: +11.8% y/y), its smallest gain since Aug 2021. Despite the
slower sales value, employment condition in the manufacturing sector
remained healthy, underscoring a healthy labour market that will continue
to underpin private consumption ahead. The number of employed
increased at a slightly faster pace of 3.4% y/y and 0.5% m/m in December
(Nov: +3.3% and +0.3% m/m), while growth in salaries & wages quickened
10 5.4% y/y or 8.5% m/m (Nov: +4.7% and +0.1% m/m), potentially fanning
wage inflation again.

House View and Forecasts

This Week 1Q-23 2Q-23 3Q-23 4Q-23

102-105 98.00 96.04 96.04 96.04

EUR/USD 1.05-1.10 1.10 111 111 1.11
GBP/USD 1.18-1.23 1.26 1.27 1.27 1.27
usD/JPY 130-135 130 128 128 128
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AUD/USD 0.67-0.72 0.70 0.72 0.72 0.72
USD/MYR 4.28-4.35 431 4.28 4.28 4.28
USD/SGD 1.30-1.35 1.32 1.30 1.30 1.30
Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.50-4.75 4.75-5.00 4.75-5.00 4.75-5.00 4.75-5.00
ECB 3.00 3.50 3.50 3.50 3.50
BOE 4.00 4.25 4.25 4.25 4.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.35 3.60 3.60 3.60 3.60
BNM 2.75 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next

Date Events Prior

8-Feb JN Bank Lending Incl Trusts YoY (Jan) 2.70%
JN Eco Watchers Survey Current SA (Jan) 47.9
JN Eco Watchers Survey Outlook SA (Jan) 47
US MBA Mortgage Applications -9.00%
US Wholesale Trade Salles MoM (Dec) -0.60% Hong Leong Bank Berhad
US Wholesale Inventories MoM (Dec F) 0.10%

9-Feb UK RICS House Price Balance (Jan) -A2% Fixed Income & Economic Research, Global
MA Foreign Reserves $114.9b Markets
US Initial Jobless Claims 183k Level 8, Hong Leong Tower
US Continuing Claims 1655k 6, Jalan Damanlela

9-15Feb  CH Aggregate Financing CNY (Jan) 1310.0b Bukit Damansara
CH Money Supply M2 YoY (Jan) 11.80% 50490 Kuala Lumpur
CH Money Supply MO YoY (Jan) 15.30% Tel: 603-2081 1221
CH New Yuan Loans CNY (Jan) 1400.0b Fax: 603-2081 8936
CH Money Supply M1 YoY (Jan) 3.70% HLMarkets@hlbb.hongleong.com.my

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.




