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8 June: Bank of Canada’s move spooked markets

BoC unexpectedly raised rates after a 4-month pause; UST yields moved higher; Flat DXY
OECD expects global GDP growth of 2.7% in 2023, 2.9% in 2024; Risks tilted downwards
Australia posted slowest GDP growth in 1.5 years; Contractionary China’s trade data

Spooked by the Bank of Canada’s (BoC) unexpected decision to lift its policy

Key Market Metrics

rate by 25bps after a 4-month pause, Wall Street came under pressure and Level did (%)
saw the S&P 500 ticking down 0.4% d/d and the Nasdaq dipping 1.3% d/d to  Equities
close the day. The Dow Jones Industrial Average was the outlier with a 0.3% pow Jones 33,665.02 0.27
d/d gain. Sentiment was also dampened by worries over a slowing in China’s  sgp 500 4,267.52  -0.38
growth after its trade data disappointed. European stocks closed slightly NASDAQ 13,104.89  -1.29
lower as sentiment remained cautious. Stoxx 600 fell 0.2% d/d, while FTSE ¢, ¢ - s00 460.80  -0.19
100 slipped 0.1% d/d. Asian markets traded mixed, with Hang Seng climbing .., . 762434 -0.05
0.8% d/d, while Nikkei 225 and CSI 300 slid 1.8% d/d and 0.5% d/d Nikkei 225 3191374 -1.82
respectively. Hang Seng 19,252.00  0.80
) L ) Straits Times 3179.58  -0.33
e BoC’s move also drove the 2Y UST yields to its highest in nearly 2 weeks as
investors reassessed Fed rate bets. The 2Y rose 8bps to 4.56%, while the 10Y KLCI 30 1ITees 0
closed up 14bps to 3.80%. The 10Y European bonds yield closed mixed,
between -2 to +15bps. EX
Dollar Index 10410  -0.02
« The DXY recovered slightly to finish flat at 104.10 after BoC's move after ~EUR/USD 10898 0.8
dropping to as low as 103.66 earlier in the day. While EUR and GBP  GBP/USD 1.2438 0.1
strengthened by 0.1% d/d each, Asian currencies predominantly depreciated ~ USD/JPY 140.13 0.3
during the day. JPY and CNH weakened by 0.4% d/d and 0.3% d/d respectively, AUD/USD 0.6652  -0.28
while SGD closed flat at 1.3488. MYR was the outlier, appreciating 0.2% d/d  USD/CNH 7.1477 0.26
to 4.5975. USD/MYR 4.5975  -0.24
USD/SGD 1.3488 0.01
e QOil gained between 0.9%-1.1% d/d amidst USD weakness and after data
showed that US refiners ramped up production ahead of potentially strong G fiti
summer demand. Gold slipped 1.2% d/d as UST yields ticked higher. WTI ($/bbl) 7253  1.10
Brent ($/bbl) 76.95 0.87
OECD: Global economic outlook improving, albeit to a low growth recovery
o ] . Gold (5/0z) 1,942.70 -1.16
¢ Key highlights from the latest OECD Economic Outlook include: 1) OECD
) ] ) ] Copper ($$/MT) 8,293.50  -0.55
projects a moderation of global GDP growth from 3.3% in 2022 to 2.7% in 2.219.00 041

Aluminum(S/MT)

CPO (RM/tonne) 3,394.50 0.30
Source: Bloomberg, HLBB Global Markets Research

2023 and 2.9% in 2024. Risks are tilted to the downside given the uncertainty
over the evolution of Russia’s war against Ukraine and its global impact. 2)
Headline inflation in the OECD area is projected to soften from 9.4% in 2022
10 6.6% in 2023 and 4.3% in 2024 due to tighter monetary policy, lower energy
and food prices as well as reduced supply bottlenecks. 3) GDP growth in the
US is projected to be 1.6% in 2023 and 1.0% in 2024 due to tighter monetary
and financial conditions. 4) In the euro area, declining headline inflation will
help to boost real incomes and contribute to a pick-up in GDP growth from
0.9% in 2023 to 1.5% in 2024. 5) China is expected to see strong increases in




GDP growth of 5.4% in 2023 and 5.1% in 2024 due to the lifting of the
government’s zero-COVID policy.

US trade deficit largest in 6 months; consumer credit highest in 5 months
Although less than expected, the trade deficit widened to the largest in 6
months at $74.6bn in April (March: $60.6bn) as exports fell by the most since
the pandemic while imports picked up. The 3.6% m/m (March: +1.8% m/m)
decline in exports were relatively broad, while imports rose 1.5% (March: -
1.6% m/m) led by imports of motor vehicles and parts, industrial supplies,
mobile phones and other household goods.

Consumer credit unexpectedly rose by the most in 5 months by $23.0bn in
April (March: $22.8bn), reflecting increases in both credit card balances and
non-revolving credit. The latter, which includes loans for school tuition and
auto purchases, increased the most in 3 months. While a strong labour market
has supported consumer spending, there are emerging concerns that
consumers are tapping on credit cards to pay for necessities.

Despite mortgage rates declining 10bps w/w from a recent high to 6.81%,
mortgage applications slipped for the fourth week and contracted 1.4% w/w
for the week ending June 2 (May 26: -3.7% w/w). Nevertheless, we note that
the pace of contraction has narrowed and purchase activity was also affected
by the ongoing lack of for-sale inventory in the market.

UK House Price index improved further but still contractionary

UK RICS House Price Index unexpectedly improved to -30 in May (Apr: -39).
Although still negative as the property market continued grapple with high
mortgage rates, the index has shown m/m improvement since February and
this is the least negative figure since November 2022.

Australia posted slowest growth in 1.5 years at +0.2% q/q

Australia’s economy decelerated more than expected and posted its slowest
growth in 1.5 years at +0.2% g/q in 1Q (4Q: +0.6% q/q). Domestic demand
was the primary contributor to GDP growth, while net trade detracted from
growth during the quarter. For the former, capital investment drove demand,
but consumption expenditure by households and government were subdued.
Of note, discretionary spending fell below essentials for the first time since
the lockdown.

Japan Leading Index below expectations

Japan’s April leading index came below expectations at 97.6 (March:
Downwardly revised 96.9). The m/m uptick was seen across all sub-indices
with the exception of producer’s final demand, floor area (housing starts) and
Nikkei Commodity price index. The assessment of the coincident index,
meanwhile, was left unchanged as "weakening." Separately, bank lending
accelerated for the second month to +3.4% y/y in May (Apr: +3.2% y/y).
Japan’s final 1Q GDP was revised upwards by 0.3ppts to +0.7% q/q (4Q: +0.1%
g/q). The upward revision largely reflects stronger reading in business
spending, while upward revision in inventory contribution also boosted
figures.

China’s trade data suggests weak external and domestic demand

China’s exports registered its first contraction in three months in May, falling
more than expected by -7.5% y/y (Apr: +8.5% y/y). Domestic demand did not
fare better, with imports also declining -4.5% y/y, albeit less than street
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estimate (Apr: -7.9% y/y). While Beijing has pledged to shore up trade to
support economic recovery, the m/m contractions in exports to major trading
partners and most products suggests that the targeted GDP growth of 5%
remains at risk and more stimulus is needed.

House View and Forecasts

FX This Week 2Q-23 3Q-23 4Q-23 1Q-24
DXY 103-105 100.97 99.96 97.96 96.98
EUR/USD 1.06-1.08 1.10 111 1.12 1.13
GBP/USD 1.24-1.27 1.24 1.25 1.24 1.24
usb/Ipy 137-140 131 130 128 128
AUD/USD 0.64-0.67 0.68 0.68 0.69 0.70
USD/MYR 4.57-4.67 4.39 4.35 4.31 4.28
USD/SGD 1.34-1.36 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 4.50 4.75 4.75 4.75 4.75
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 4.10 4.10 4.10 4.10 4.10
BNM 3.00 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next

Date Events Prior

8-June AU Exports MoM (Apr) 4%
AU Imports MoM (Apr) 2%
JN Eco Watchers Survey Outlook SA (May) 55.7
MA Foreign Reserves $114.7b
EC GDP SA QoQ (1QF) 0.10%
EC Employment QoQ (1Q F) 0.60% Hong Leong Bank Berhad
EC Err_u_)loyment YOY_(1Q F) 1.70% Fixed Income & Economic Research, Global
US Initial Jobless Claims 232k Markets
US Continuing Claims 1795k Level 8, Hong Leong Tower
US Wholesale Trade Sa.les MoM (Apr) -2.10% 6, Jalan Damanlela
US Wholesale Inventories MoM (Apr F) -0.20% Tl BEmemssE

9-June CH CPI YoY (May) 0.10% 50490 Kuala Lumpur
CH PPIYoY (May) -3.60% Tel: 603-2081 1221
MA Manufacturing Sales Value YoY (Apr) 8.00% Fax: 603-2081 8936
MA Industrial Production YoY (Apr) 3.10%

9-15June  CH Aggregate Financing CNY (May) 1220.0b 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.




