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Global Markets Research

Daily Market Highlights

8 March: Wall Street tanked after Powell’s testimony

Powell: Terminal rate likely higher than expected; faster tightening maybe warranted
2-yr UST yield jumped above 5.00%; DXY rose as high as 105.65
RBA raised rates to 3.60%; further tightening maybe needed; AUD weakened 2.2%

Key Market Metrics

e Wall Street sold off sharply after comments from Federal Reserve Chair Jerome Level did (%)
Powell suggesting that rates may need to go higher for longer and fuelled fears Equities
of a potentially larger hike of 50bps at the central bank’s next policy meeting. ;.. jones 32,856.46  -1.72
The Dow Jones Industrial Average shed 575 points or 1.7% d/d, while the S&P S&P 500 3986.37  -1.53
0, H 0,
500 lost 1.5% d/d. The Nasdaq Composite fell 1.3% d/d. European markets s 11530.33 195
also fell as traders followed Powell’s testimony. Stoxx 600 closed 0.8% lower,

. . . - . . L . Stoxx Eur 600 460.60 -0.77
while FTSE 100 dipped 0.1% d/d. Asia-Pacific markets closed mixed, with Nikkei 7 919.48 013
225 up 0.3% d/d, while Hang Seng fell 0.3% d/d. FTSE 100 919. -0.

Nikkei 225 28,309.16 0.25
Hang Seng 20,634.48 -0.33

e The 2-year Treasury yield jumped 12bps to close at 5.01%, its highest level

since 2007. The 10-year yield gained +1bps at 3.96%. Straits Times sl al
KLCI 30 1,458.67  0.41
e Hawkish comments from Powell sent the greenback to as high as 105.65 during
the day, the highest since Feb 3. The Dollar Index closed the day up 1.3% d/d  Ex
at 105.62. EUR weakened 1.2% d/d after ECB said that consumer expectations  pollar Index 105.62 1.27
for euro zone inflation receded significantly, bolstering calls for slower pace of  gyr/usD 1.0549  -1.24
rate hikes. GBP depreciated 1.6% d/d after BOE policy maker Catherine Mann GBP/USD 1.1830  -1.62
said that the sterling would face downward pressure as investors absorb the USD/IPY 137.16 0.90
implication of plans by the US Federal Reserve and ECB to raise interest rates. AUD/USD 0.6584 217
AUD closed the day 2.2% d/d lower at 0.6584 after tumbling as low as 0.6581
USD/CNH 6.9939 0.63
during the day. It was the lowest since Nov 11 after the RBA said that monthly
L ) USD/MYR 44718  -0.15
CPI numbers suggest that inflation has peaked. In Asia, JPY weakened 0.9% 13543 0.6
d/d, while CNH depreciated 0.6% d/d. Similarly, SGD weakened by 0.7% d/d to LEDiED ’ ’
1.3543. MYR bucked the trend, gaining 0.2% d/d at 4.4718.
Commodities
e Oil plummeted the most since early January after the hawkish Fedspeak. The ~ WTI ($/bbl) .21 -4.08
West Texas Intermediate settled at $77.21/barrel after tumbling by $3/barrel  Brent ($/bbl) 83.08 -3.68
or 4.1% d/d. Brent also closed 3.7% d/d lower, while the price of gold slipped  Go1d ($/02) 1,817.60  -1.88
1.9% d/d. Copper (S$/MT) 8,732.50  -2.43
" . , . o Aluminum($/MT) 2,348.00  -1.63
Powell: Interest rates are ‘likely to be higher’ than previously anticipated PO (RM/tonne) 420000  -3.29

e Key highlights from Federal Reserve Chair Jerome Powell’s semi-annual
Monetary Policy Report to the Congress include: 1) The latest economic data
have come in stronger than expected, which suggests that the ultimate level
of interest rates is likely to be higher than previously anticipated. 2) If the
totality of the data were to indicate that faster tightening is warranted, the Fed
would be prepared to increase the pace of rate hikes. 3) Although inflation has
been moderating in recent months, the process of getting inflation back down
to 2% has a long way to go and is likely to be bumpy. Powell added that the
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breadth of the reversal along with revisions to the previous quarter suggests
that inflationary pressures are running higher than expected.

US consumer credit rose less than expected by $14.8bn in January (Dec:
$10.7bn), restrained by the smallest increase in non-revolving credit since
2020. Nonrevolving credit like auto and student loans, typically less volatile,
rose by $3.6bn (Dec: $3.8bn). Revolving credit, meanwhile, accelerated to
+$11.2bn (Dec: $6.9bn) as credit balances picked up.

US wholesale inventories fell 0.4% m/m as initially estimated in January (Dec:
+0.1% m/m) led by automotive, while sales at wholesalers increased 1.0% m/m
(Dec: -0.2% m/m) led by a turnaround in non-durable goods like petroleum
and drugs as well as a pick-up in machinery and autos. At January's sales pace
it would take wholesalers 1.34 months to clear shelves (Dec: 1.36 months)

RBA raised rates to 3.60%

As expected, the Reserve Bank of Australia (RBA) increased the cash rate target
by 25bps 3.60%. Key highlights from the accompanying statement include: 1)
The Board expects that further tightening of monetary policy will be needed
to ensure that inflation returns to target and that this period of high inflation
is only temporary. 2) The monthly CPI indicator suggests that inflation has
peaked in Australia and goods price inflation is expected to moderate over the
months ahead. 3) The Board recognises that monetary policy operates with a
lag and that the full effect of the cumulative increase in interest rates is yet to
be felt in mortgage payments. 4) In assessing when and how much further
interest rates need to increase, RBA will be paying close attention to
developments in the global economy, trends in household spending and the
outlook for inflation and the labour market.

Trade deficit narrowed more than forecast to A$11.7bn in January (Dec: -
AS$13.0bn) as growth in imports outpaced exports at +4.6% m/m (Dec: +0.6%
m/m) and +1.4% m/m (Dec: -0.4% m/m) respectively. The jump in imports was
driven by non-industrial transport equipment, while exports were supported
by metal ores and minerals.

China’s exports and imports extended its contraction in Jan-Feb

China's exports and imports extended its decline in the first two months of
2023, reflecting a slowdown in the global economy for the former and weak
commodity prices and strong USD for the latter. Exports fell less than expected
by 6.8% y/y, while imports contracted more than expected by 10.2% y/y. The
biggest drag in exports were equipment used for data processing, while
imports were weighed down by China’s purchases of semiconductor and steel
products as well as crude oil and natural gas which more than offset the jump
in edible oil, coal and rare earths.

Malaysia’s foreign reserves relatively stable at $114.3bn

Malaysia’s foreign reserves fell at a much slower pace of $0.1bn to $114.3bn
as at 28 February (15 Feb: -50.8bn to $114.3bn). The reserves position is
sufficient to finance 5.0 months and is 1.0 time of the total short-term external
debt.

House View and Forecasts

This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 104-105 105 104 103 102
EUR/USD 1.05-1.07 1.05 1.06 1.06 1.06
GBP/USD 1.18-1.20 1.20 1.21 1.21 1.21
usD/JPY 133-137 134 132 132 131
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AUD/USD 0.66-0.68 0.69 0.69 0.70 0.71
USD/MYR 4.43-4.50 4.40 4.36 4.30 4.25
USD/SGD 1.34-1.35 1.33 131 1.29 1.27
Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.50-4.75 4.75-5.00 5.25-5.50 5.25-5.50 5.25-5.50
ECB 3.00 3.50 3.75 3.75 3.75
BOE 4.00 4.25 4.25 4.25 4.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.60 3.60 3.85 3.85 3.85
BNM 2.75 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
8-March JN BoP Current Account Balance (Jan) ¥33.4b
JN Bank Lending Incl Trusts YoY (Feb) 3.10%
JN Eco Watchers Survey Current SA (Feb) 48.5
JN Leading Index Cl (Jan P) 97.2
EC GDP SA QoQ (4Q F) 0.10%
EC Employment QoQ (4Q F) 0.40%
US MBA Mortgage Applications -5.70%
US ADP Employment Change (Feb) 106k
US Trade Balance (Jan) -$67.4b
US JOLTS Job Openings (Jan) 11012k
9-March JN GDP Annualized SA QoQ (4Q F) 0.60%
UK RICS House Price Balance (Feb) -47%
CH CPI YoY (Feb) 2.10%
CH PPI YoY (Feb) -0.80%
MA BNM Overnight Policy Rate 2.75%
US Challenger Job Cuts YoY (Feb) 440.00%
US Initial Jobless Claims 190k
US Continuing Claims 1655k
9-15
March CH Aggregate Financing CNY (Feb) 5980.0b

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.




