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Global Markets Research

Daily Market Highlights

9 Jan: Stocks staged first big rally of 2023

Dow closed up 700 points as hope grows that inflation will ease
UST yields slipped; DXY erased earlier gains to settle at 103.88
NFP reaffirmed a solid labour market; wages cooled; giving Fed room to slow hikes

e US stocks advanced Friday after the December jobs report and an ISM- Key Market Metrics

Services index showed signs that inflation may be cooling, signalling that the Level did (%)
Federal Reserve’s interest rate hikes are having their intended effect. The  Equities
Dow Jones Industrial Average rebounded 2.1% d/d, the S&P 500 ended up Dow Jones 33,630.61 2.13
2.3% d/d higher while Nasdaq Composite added 2.6% d/d. S&P 500 3,895.08  2.28
NASDAQ 10,569.29 2.56
European markets also climbed as investors digested key Eurozone inflation ¢, .~ ¢ ¢50 444.42 116
data and hoped that falling inflation will pave the way for the ECB to temper et 7,699.49 0.87
its aggressive monetary policy tightening cycle. Stoxx 600 closed 1.1% d/d . 25.973.85 0.59
higher, while FTSE 100 added 0.9% d/d. Shares in Asia-Pacific ticked higher
. , Lo . UL Hang Seng 20,991.64  -0.29
overnight, led by South Korea’s Kospi which gained 1.1% d/d. Nikkei 225 rose
0.6% d/d. Hong Kong’s Hang Seng index pared most of its gains and was ~traits Times A e
marginally at -0.3% d/d despite China reportedly signalled more supportive KLCl 30 1,480.85  -0.03
measures for its property sector ahead. CSI300 edged up by 0.3% d/d.
FX
Treasury vyields ticked lower, with the yield on the benchmark 10-year Dollarindex 103.88  -1.11
Treasury down by about 16bps at 3.56%. The 2-year Treasury yield fellaround  EUR/USD 1.0644 1.16
21bps to 4.25%. The yield on the 30-year Treasury was down nearly 11bpsat  ggp/usD 1.2093 1.55
3.69%. USD/IPY 132.08 -1.00
AUD/USD 0.6877 1.85
The Dollar Index erased early gains, dipping 1.1% d/d to 103.88, the most in e 6.8303  -0.84
three weeks, after the US job data as well as ISM-Services numbers. JPY
. . . USD/MYR 4.4032 0.35
gained as much as 1.0% d/d, while EUR rose 1.2% d/d. Sterling also
appreciated by 1.6% d/d while the Chinese yuan extended gains for the 3™ USD/SGD 13395 048
straight session at +0.9% d/d. At home, MYR weakened 0.4% d/d to 4.4032,
while SGD strengthened 0.5% d/d. Commodities
WTI ($/bbl) 73.77 0.14
The WTI settled below $74/barrel, up 0.1% d/d while Brent dipped 0.2% d/d  Brent ($/bbl) 78.57  -0.15
as demand uncertainty continued to hang over the market. As it is, Saudi  Gold ($/oz) 1,869.70 1.58
Arabia cut prices for crude sold to Asia and Europe in February, signalling  cypper ($3/MT) 8,589.50  2.57
concerns over the near-term outlook. Gold prices meanwhile, climbed 1.2% Aluminum($/MT) 2,295.50 1.77
d/d as USD retreated with the wage growth numbers. CPO (RM/tonne) 4046.00 -2.13

Source: Bloomberg, HLBB Global Markets Research
Nonfarm payroll reaffirmed a solid labour market; wages cooled, giving Fed

room to slow hikes

e December nonfarm payrolls report showed that US added more jobs than
expected at 223k (Nov: 256k). In tandem with this, unemployment rate also
fell more than expected to 3.5%, 0.2ppts lower m/m. By sector, leisure and
hospitality led with the hiring, followed by health care, construction and
social assistance. Wage growth was, nevertheless, rose less than expected in
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an indication that inflation pressures could be weakening. Average hourly
earnings rose 0.3% m/m and 4.6% y/y (Nov: +0.4% m/m and 4.8% y/y).

¢ In December, the ISM-Services unexpectedly dipped into negative territory at
49.6 (Nov: 56.5). This is the first contraction since May 2020. The survey
revealed that supplier deliveries were faster in December, based on
increased capacity and improved logistics. Employment contracted due to a
combination of decreased hiring due to economic uncertainty and an inability
to backfill open positions. The holiday season contributed to the continued
growth in business activity, albeit at a slower rate.

e A report released by the Commerce Department showed a much steeper
than expected drop in new orders for manufactured goods at -1.8% m/m
(Nov: +0.4% m/m). The sharp pullback in factory orders came as new orders
for durable goods plunged by 2.1% m/m, led by a 6.3% m/m nosedive in
orders for transportation equipment. Orders for non-durable goods also fell
by 1.4% m/m.

Eurozone inflation slowed sharply to 9.2% y/y

e Eurozone inflation slowed sharply more than expected to 9.2% vy/y in
December (Nov: +10.1% y/y), with softer growth in energy prices behind the
moderation. Core-inflation, nevertheless, hit a record of 5.2% y/y (Nov: +5.0%
y/y), more than expected.

e Retail sales, meanwhile, rebounded more than expected at +0.8% m/m in
November (Oct: -1.5% y/y), thanks to more sales of fuel at petrol stations.
The volume of sales of automotive fuel in specialised stores rose 1.0% m/m.

e Economic Sentiment rose more than expected at 95.8 in December (Nov:
94.0) with Employment Expectations remained robust. Services confidence
also rose more than expected, while the contraction in industrial confidence
narrowed, albeit worse than expectations. Consumer confidence,
meanwhile, was unchanged.

Japan’s real wages fell at the fastest pace in over 8 years

e Japan's real wages fell more than expected and at its fastest rate in over 8
years at 3.8% y/y in November (Oct: -2.9% m/m). This was a a result of higher
inflation, while nominal pay growth slowed despite rising for the 11th straight
month. Nominal total cash earnings slowed more than expected at +0.5% y/y
(Oct: +1.4% y/y), led by falls in special payments such as bonuses.

e The au Jibun Bank Japan Services Business Activity Index rose to 51.1 in
December (Nov: 50.3). The pace of expansion was only mild overall but was
quicker than the average for the whole of 2022. Boosted tourism volumes,
resulting from the continued success of the National Travel Discount
Programme, and a sustained easing in COVID-19 disruptions were pivotal
factors supporting demand in the services sector

House View and Forecasts

FX This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 103-106 98.00 96.04 96.04 96.04
EUR/USD 1.04-1.06 1.10 111 1.11 1.11
GBP/USD 1.18-1.20 1.26 1.27 1.27 1.27
usDb/IpY 130-135 130 128 128 128
AUD/USD 0.66-0.69 0.70 0.72 0.72 0.72
USD/MYR 4.37-4.41 431 4.28 4.28 4.28
USD/SGD 1.34-1.36 1.32 1.30 1.30 1.30




Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.25-4.50 4.75-5.00 4.75-5.00 4.75-5.00 4.75-5.00
ECB 2.50 3.00 3.00 3.00 3.00
BOE 3.50 4.00 4.00 4.00 4.00
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.10 3.35 3.35 3.35 3.35
BNM 2.75 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next

Date Events Prior
9-Jan AU Building Approvals MoM (Nov) -6.00%

MA Foreign Reserves $110.3b

EC Sentix Investor Confidence (Jan) -21

EC Unemployment Rate (Nov) 6.50%
9-15 Jan CH Aggregate Financing CNY (Dec) 1990.0b
10-Jan US Consumer Credit (Nov) $27.078b

JN Tokyo CPI YoY (Dec) 3.80%

JN Household Spending YoY (Nov) 1.20%

US NFIB Small Business Optimism (Dec) 91.9

US Wholesale Trade Sales MoM (Nov) 0.40%

US Wholesale Inventories MoM (Nov F) 1.00%

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.




