$ HonglLeong Bank

8 May 2023

Global Markets Research

Daily Market Highlights

8 May: Risk-on amid upside surprises in US job data

Nonfarm job gains surprised on the upside at +253k; unemployment rate eased to 3.4%
The Dow snapped 4-day losing streak; UST yields jumped on dial-back in rate cut bets
China Caixin Services PMI eased to 56.4; still second-highest on record

e Wall Street posted strong gains on Friday, with the Dow Jones Industrial Key Market Metrics

Average gaining more than 500 points or up 1.7% d/d, S&P 500 climbing 1.9% Level did (%)
d/d and Nasdaq Composite advancing 2.3% d/d respectively after the strong  Equities
US employment report eased concerns over looming recession risks. Stocks  pow Jones 33,674.38 1.65
were also boosted by a rebound in regional banking shares as well a jump in  ¢gp 500 4,136.25 1.85
Apple after its better-than-expected quarterly earnings. NASDAQ 12235.41 2.5
Stoxx Eur 600 465.31 1.08
European stocks also closed higher, with the Stoxx 600 closing up 1.1% d/d, e 7.778.38 0.98
while FTSE 100 added 1.0% d/d. Markets in Asia were mixed, with Hang Seng e 29.157.95 0.2
index leading gains in the region at +0.5% d/d. Nikkei 225 also posted a N 20,049.31 0.50
marginal gain of +0.1% d/d, but CSI 300 slipped 0.3% d//d after a weaker-
than-expected Caixin Services PMI reading. = RIS TLUTEE HRARE R
KLCI 30 1431.04  0.35
UST yields jumped after the strong employment data cooled rate-cuts bets.
The 2Y surged 12bps to 3.91%, while the 10Y rose 6bps to 3.44%. European EX
bonds also closed higher between 2 to 13bps. Dollar Index 10121 -0.18
EUR/USD 1.1019 0.06
The DXY climbed to as high as 101.78 after the NFP data, but slid to 101.21at  ggp/uSD 1.2636 0.49
the close, down marginally 0.2% d/d. AUD led gains amongst the G10 USD/IPY 134.80 0.38
currencies, jumping 0.8% d/d. EUR also traded slightly stronger above the AUD/USD 0.6740  0.84
flatline by +0.1% d/d, while GBP appreciated 0.5% d/d. JPY, on the other hand, USD/CNH 6.9219 0.10
weakened 0.4% d/d. MYR and SGD were both stronger at 0.4% d/d and 0.2% R 44363 0.4
d/d respectively at 4.4363 and 1.3258. - R
Oil prices rebounded on Friday, with the West Texas Intermediate and Brent
gaining 4.1% d/d and 3.9% d/d respectively. In a news update, Iraq said that ~Commodities
it has yet to strike a deal with Turkey on the resumption of almost half a ~ WTI ($/bbl) 71.34 405
million barrels per day of Iragi exports through the country. Price of gold, Brent ($/bbl) 75.30  3.86
meanwhile, made a 1.5% d/d retreat after the stronger-than-expected NFP  Gold ($/0z) 2,024.80  -1.50
data tempered expectations of rate cuts. Copper ($$/MT) 8,581.50  1.04
Aluminum($/MT) 2,318.50 1.38
Gains in US NFP unexpectedly accelerated to +253k on healthcare and social (RM/tonne) 4076.00  -0.31

assistance; unemployment rate eased to 3.4%

Gains in non-farm payroll employment (NFP) unexpectedly accelerated to
+253k in in April (March: +165k revised), and in tandem with this,
unemployment rate unexpectedly eased to 3.4% (March: 3.5%), matching a
record low seen in January. On average, gains in NFP are still a shade lower
than the average 290k gains in the six months to March and almost 1 in 4 of
the new jobs were in health care and social assistance. Employment also
picked up in professional and business services as well as leisure and
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hospitality. With this, average hourly earnings also unexpectedly accelerated
to +0.5% m/m in April (Mar: +0.3% m/m), the fastest pace since last July,
adding to the Fed’s concerns that the pace of wage growth remained
inconsistent with the targeted 2% inflation rate. Average workweek and
labour force participation rate, meanwhile, was unchanged at 34.4 hours and
62.6% respectively. While all seems positive, March’s gain was revised sharply
lower by 71k while net two-month revisions were trimmed by 149k,
somewhat negated the strong headline although this was shrugged off by
markets.

Consumer credit increased more than expected to $26.5bn in March (Feb:
$15.0bn), the most in four months driven by a spike in credit card balances.
Revolving credit, which includes credit card balances, jumped $17.6bn, the
largest in a year while non-revolving credits, which includes loans for school
tuition and auto, held up at $8.9bn.

Euro retail sales contracted, negative for consumer spending in 2Q GDP
calculation

The contraction in Eurozone’s retail sales was worse than expected by 1.2%
m/m and 3.8% y/y in March (Feb: -0.2% m/m and -2.4% y/y) as rapid inflation
and rising interest rates limit households' purchasing power. Declines were
seen across all major clusters with the exception of automotive fuel.

RBA signalled peak rate of around 3.75% vs 3.85% now; Australia’s lending
to home loans unexpectedly rose

In its latest monetary policy statement; the RBA expects: 1) The cash rate to
peak at around 3.75% before declining to around 3.00% by mid-2025,
implying the next move could be a cut. 2) GDP is expected grow by 1.3% for
the year ended 2023 (Previous forecast: 1.5%) and 1.8% for the year ended
2024 (Previous: 1.5%). 3) Unemployment rate is expected to ease to 3.5% in
June 2023 (Previous: 3.5%) before rising to 4.3% in June 2024 (Previous: 4.0%)
and 4.5% in June 2025 (Previous: 4.5%). 4) Inflation is expected to ease to
6.3% in June 2023 (Previous: 6.8%), 3.5% in June 2024 (Previous: 3.5%) and
3.0% in June 2025 (Previous: 3.0%).

Growth in Australia’s home loans unexpectedly rose 4.9% m/m in March (Feb:
-1.0% m/m), driven by a rebound in both investment and owner-occupied
lending. While this was the first monthly rise since January 2022, it remained
26.3% lower y/y.

Caixin PMI Services fell to 56.4; still second-highest recorded

Caixin China PMI Services fell more than expected to 56.4 in April (March:
57.8). Although down m/m, this is the second-highest recorded since
November 2020. Growth in both output and new orders softened during the
month, while job creation moderated and slipped to a 3-month low.
contributing to a further increase in backlogs of work.

Singapore retail sales rose for the second month

Singapore’s retail sales rose for the second straight month in March, though
at a slower pace of +4.5% y/y (Feb: +12.6% y/y). No doubt, sales in February
were partly boosted by a lower base in 2022, but we note that sales of food
and alcohol soared 55.1% y/y (Feb: +70.0% y/y). This was mainly due to
demand for alcoholic drinks, including those sold in duty free shops, as
tourism recovered.
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House View and Forecasts

FX This Week 2Q-23 3Q-23 4Q-23 1Q-24
DXY 100-103 100.97 99.96 97.96 96.98
EUR/USD 1.09-1.11 1.10 1.11 1.12 1.13
GBP/USD 1.25-1.27 1.24 1.25 1.24 1.24
usD/IPY 135-138 131 130 128 128
AUD/USD 0.66-0.68 0.68 0.68 0.69 0.70
USD/MYR 4.43-4.46 4.39 4.35 4.31 4.28
USD/SGD 1.32-1.34 1.31 1.30 1.27 1.26
Rates, % Current 2Q-23 3Q-23 4Q-23 1Q-24
Fed 5.00-5.25 5.00-5.25 5.00-5.25 5.00-5.25 5.00-5.25
ECB 3.75 4.00 4.00 4.00 4.00
BOE 4.25 4.50 4.50 4.50 4.50
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.85 3.85 3.85 3.85 3.85
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
8-May JN Jibun Bank Japan PMI Services (Apr F) 54.9
AU NAB Business Conditions (Apr) 16
AU Private Sector Houses MoM (Mar) 11.30%
EC Sentix Investor Confidence (May) -8.7
US Wholesale Inventories MoM (Mar F) 0.10%
US Wholesale Trade Sales MoM (Mar) 0.40%
8-19 May EC EU Commission Economic Forecasts
9-May AU CBA Household Spending MoM (Apr) 8.00%
JN Labor Cash Earnings YoY (Mar) 1.10%
JN Household Spending YoY (Mar) 1.60%
AU Westpac Consumer Conf SA MoM (May) 9.40%
AU Retail Sales Ex Inflation QoQ (1Q) -0.20%
MA Manufacturing Sales Value YoY (Mar) 10.30%
MA Industrial Production YoY (Mar) 3.60%
MA Foreign Reserves $115.9bn
US NFIB Small Business Optimism (Apr) 90.1
CH Exports YoY (Apr) 14.80%
CH Imports YoY (Apr) -1.40%
9-15 May CH Aggregate Financing CNY (Apr) 5380.0b

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.




