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Global Markets Research

9 March: 2Y UST yield jumped to its highest since 2006

Powell: Fresh jobs and inflation data to determine rate hike pace at March FOMC meeting
JOLTS survey, ADP employment data reaffirmed a solid labour market

Fed Beige Book: Economic activity increased slightly in early 2023

Key Market Metrics
¢  Wall Street whipsawed and Dow Jones finished slightly lower as the market Level did (%)

didn’t get much relief from Federal Reserve Chairman Jerome Powell’s

Equities
softened tone in his second day of testimony to the Congress. Dow Jones =\ . 32798.40  -0.18
slipped 0.2% d/d, but the S&P 500 traded 0.1% d/d higher. Nasdaq &P 500 3,002.01 0.14
. . o . . .
Composite also gained 0.4% d/d. Equity markets in Europe and Asia also TG 11,576.00 0.40
fought to overcome Tuesday’s selloff. Stoxx 600 and FTSE 100 closed 0.1%
. . o Stoxx Eur 600 460.99 0.08
d/d higher, while Nikkei 225 added 0.5% d/d. Hang Seng lost 2.4% d/d.
FTSE 100 7,929.92 0.13
In his testimony, Powell said that policy makers will wait for fresh jobs and A s 28,444.19 0.48
inflation data before deciding how much to raise the fed funds rate in the ~H2ngseng 20061.25  -2.35
upcoming March FOMC meeting. Nevertheless, he reiterated his previous  Straits Times e
message that the Fed is likely to take rates higher than previously KLCI 30 145466 -0.27
anticipated.
X
e The 2-year Treasury yield jumped further above 5.00% for the second day, pollarindex 105.66 0.04
closing up 6bps at 5.07%. The 10-year Treasury yield gained 3bps t0 3.99%.  gyr/usD 1.0545  -0.04
GBP/USD 1.1845 0.13
e The Dollar Index closed just above the flatline at 105.66. EUR weakened
USD/IPY 137.36 0.15
. o . . o .
slightly by less than 0.1% d/d, while GBP gained 0.1% d/d. In Asia, JPY AUD/USD D Qs
weakened by 0.2% d/d, while CNH gained 0.4% d/d. SGD strengthened 6.9684 0.36
slightly less than 0.1% d/d to 1.3538. MYR was one of the worst performers, USD/CNH 4'5243 1'17
depreciating by 1.2% d/d to 4.5243. LELi ’ '
USD/SGD 1.3538 -0.04
« Oilfell for a second consecutive session after lower US inventory data from
the Energy Information Agency failed to turn trader confidence amidst Commodities
hawkish Fed tunes. Prices of the West Texas Intermediate and Brent fell wTI ($/bbl) 76.66  -1.19
1.2% and 0.8% d/d respectively. Gold continued to slip, albeit at a slower  grent ($/bbl) 8266 -0.76
pace of 0.1% d/d after shedding more than 3% in the previous session. Gold ($/0z) 1,818.60  -0.08
Copper ($$/MT) 8,910.50  1.68
US JOLTS job o.perflngs survey and ADP emp.lo.ymt.ant at.vove expectations; . n($/MT) 2.354.00 0.17
mortgage applications rebounded; trade deficit widest in 3 months PO (RM/tonne) 422000 078

e According to the JOLTS survey, the number of job openings increased more
than expected albeit at a softer pace of 10.8m in January (Dec: +11.2m).
Decreases in job openings were seen in the construction, accommodation
and food services as well as finance and insurance sectors. The ADP National
Employment Report, on the other hand, showed that employers added
more jobs than expected by 242k in February (Jan: +119k). All in, job gains
are solid and wage growth remains elevated.

e Trade deficit grew to the widest in 3 months, albeit slightly lower than
expected at $68.3bn in January (Dec: -$67.2bn). The wider deficit reflects
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resilient domestic demand which fuelled an increase in imports (+3.0% m/m
vs Dec: +1.1% m/m), offsetting the turnaround in exports at +3.4% m/m
(Dec: -1.2% m/m). Notably, exports of consumer goods and cars hit record,
while capital goods shipments were the highest since March 2019.

e Despite the 30-year fixed rate rising to 6.79%, the highest level since
November 2022, mortgage applications rebounded to grow by +7.4% w/w
for the week ending March 3 (Feb 24: -5.9% w/w). This came after 2 weeks
of declines to very low levels, including a holiday week and purchase
applications was, nevertheless, still down 42% y/y as many borrowers are
waiting on the sideline for rates to come back down.

e Key highlights from the Beige Book include: 1) Overall economic activity
increased slightly in early 2023. 2) Consumer spending generally held
steady, though a few Districts reported moderate to strong growth in retail
sales during what is typically a slow period. 3) Manufacturing activity
stabilized. 4) An unexpected uptick in housing activity beyond the seasonal
norm was seen in some Districts. 5) Loan demand declined, credit standards
tightened, and delinquency rates edged up. 6) Participants did not expect
economic conditions to improve much in the months ahead.

Eurozone’s 4Q GDP trimmed to zero

e GDP growth in the euro area was trimmed to flat growth g/q in 4Q (Initial
estimate: +0.1% qg/q vs 3Q; +0.4% q/q). While household expenditure and
investment declined, government spending and trade helped offset the
drops. Eurostat also revised the figure for employment growth down by
0.1ppts to +0.3% q/q (3Q: +0.3% q/q).

Japan’s current and trade account deficit at record; 4Q GDP revised down
by 0.5ppts to +0.1%

e Japan logged a record current account deficit in January and exceeded
consensus forecast at ¥2.0tn (Dec: +¥33.4bn). The country's trade deficit
was also the largest on record at ¥3.2tn yen (Dec: -¥1.2tn). The data
underscores the pain that stubbornly high energy costs are inflicting on
Japan's economy, which is heavily reliant on imports of fuel and raw
material.

e The Leading Index fell to more than forecast at 96.5 in February (Jan: 96.9)
led by lower consumer confidence while small business sales forecast
worsened. The assessment of the coincident index remains unchanged and
is still seen as "weakening." On the other hand, Eco Watchers Outlook rose
more than expected to 50.8 in February (Jan: 49.3). Gains were seen in all
the sub-indices with the exception of business, notably from non-
manufacturers.

e Overall bank lending accelerated to +3.3% y/y in February (Jan: +3.1% y/y).

e Japan’s 4Q GDP was revised down to by a whopping 0.5ppts to +0.1% q/q.
The revision reflected lower growth for consumer spending at +0.3% q/q
(Initial estimate: +0.5% q/q).

House View and Forecasts

FX This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 104-106 105 104 103 102
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/IPY 135-138 134 132 132 131
AUD/USD 0.65-0.68 0.69 0.69 0.70 0.71
USD/MYR 4.45-4.55 4.40 4.36 4.30 4.25
USD/SGD 1.34-1.36 1.33 1.31 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
9-March 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 Mar CH Aggregate Financing CNY (Feb) 5980.0b
10-March US Household Change in Net Worth (4Q) -$392b
JN Household Spending YoY (Jan) -1.30%
JN PPI YoY (Feb) 9.50%
JN PPl MoM (Feb) 0.00%
UK Monthly GDP (MoM) (Jan) -0.50%
UK Industrial Production MoM (Jan) 0.30%
UK Trade Balance GBP/Mn (Jan) -£7150m
US Average Hourly Earnings YoY (Feb) 4.40%
US Change in Nonfarm Payrolls (Feb) 517k
US Unemployment Rate (Feb) 3.40%
US Average Hourly Earnings MoM (Feb) 0.30%
US Average Weekly Hours All Employees (Feb) 34.7
JN BOJ Policy Balance Rate -0.10%

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.




