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Global Markets Research

9 May: Muted markets ahead of US CPI

UST yields climbed; Fed said no significant strains in financial stability post SVB debacle
GBP hit 1Y high put erased all intraday gains to close lower ahead of BOE decision
Japan’s household spending unexpectedly fell as wages softened further

e The S&P 500 closed near the flat line, edging up 0.05% d/d, as investors looked  Key Market Metrics

ahead to the pivotal US April CPI reading. Nasdaq Composite added 0.2% d/d, Level did (%)
but the Dow Jones Industrial Average slid 0.2% d/d. In Europe, Stoxx 600  Equities
gained 0.4% d/d, while FTSE 100 was closed for a bank holiday in conjunction  pow Jones 33,618.69  -0.17
with King Charles llI’s coronation. Asia markets closed mixed, with Hang Seng  sgp 500 413812  0.05
gaining 1.2% d/d, but Nikkei 225 slipped 0.7% d/d after minutes from BOJ's  naspaq 12,256.92 0.18
March monetary policy meeting showed that board members were ¢ . c 0o 466.94  0.35
concerned over inflation accelerating at a higher-than-expected pace. =iz 7.778.38 0.98
Nikkei 225 28,949.88 -0.71
UST vyields climbed and closed at highs after the Federal Reserve’s reports T 20,297.03 1.2
showed tighter lending standards but no significant strains in financial
. , ) Straits Times 3,257.66  -0.27
stability post SVB’s bank rescue. The 2Y rose 9bps to 4.00%, while the 10Y rose
7bps to 3.51%. European bonds also closed higher between 1 to 13bps. KLCI 30 el
DXY ticked up amidst higher UST yields, closing near its high of the day at EX
101.38, or up 0.2% d/d. GBP hit a more than 1-year high at $1.2668, before  Dollarindex 10138 0.16
retreating to close at $1.2618, down 0.1% d/d. GBP remains in focus this week ~ EUR/USD 1.1004  -0.14
ahead of expectations of a 25bps rate hike from BOE this Thursday. EUR also  GBP/USD 1.2618  -0.14
weakened 0.1% d/d, while in Asia, JPY also depreciated 0.2% d/d. CNH and  ysp/ipy 13510 0.2
MYR closed relatively flat at 6.9200 and 4.4370 respectively, while SGD 5, D/USD 0.6782 0.49
strengthened 0.1% d/d to 1.3245. USD/CNH 6.9200  -0.03
USD/MYR 4.4370 0.02
The West Texas Intermediate (WTI) and Brent surged 2.6% d/d and 2.3% d/d
. e - . USD/SGD 13245  -0.10
respectively on positive fuel demand indicators. Price of WTI was also
supported by supply disruption in Alberta as wildfires prompted oil and gas
wells shutdowns. Price of gold ticked up slightly by 0.4% d/d as investors await Commodities
the key US inflation data and was supported by China adding to its bullion =~ WT! (5/bbl) e
reserves for the sixth straight month. Brent ($/bbl) mor 2.7
Gold (5/0z) 2,033.20 0.41
US wholesale inventories/sales ratio rose to 1.40 Copper ($$/MT) 8,581.50" 1.04
Wholesale inventories was revised downwards by 0.1ppt to 0.0% in March  Ajuminum{$/MT) 2,318.50 1.38
(Feb: no change), while wholesale trade sales unexpectedly fell 2.1% m/m CPO (RM/tonne) 4,117.00 1.01

(Feb +0.4% m/m). Of note, sales were mostly negative across all products,
with sales of durable goods turned negative m/m for the month. As inventory
build-up outpaced sales, the inventories/sales ratio rose to 1.40 (March:
1.37), suggesting potentially further slowdown in production going forward.
e Some key highlights from the Fed’s Financial Stability Report include: 1)
Concerns about the economic outlook, credit quality, and funding liquidity
could lead banks and financial institutions to contract the supply of credit to

Source: Bloomberg, HLBB Global Markets Research
* Date as of 5" May for FTSE 100, copper and
aluminium




the economy. In this context, separate report from the Senior Loan Officer
April survey showed that the percentage of large and mid-cap banks that have
tightened lending standards rose to 3.2% from 1.5% previously. 2) While
overall domestic banks have ample liquidity and limited reliance on short-
term wholesale funding, structural vulnerabilities remain in short-term
funding markets. 3) Risk areas include elevated property valuations and high
business debt levels.

Euro Sentix Investor Confidence unexpectedly worsened to -13.1
Eurozone’s Sentix Investor Confidence unexpectedly worsened to -13.1 in
May (April: -8.7). The decline in the expectations index was especially marked,
slumping to its lowest level since December 2020 at -19.0 as sentiment
continued to be affected by stubbornly high inflation and concerns over
energy shortages.

Japan’s household spending unexpectedly fell as real wages remained
contractionary

Japan’s household spending unexpected fell 1.9% y/y in March (Feb: +1.6%
y/y). This is largely in line with a separate report that showed nominal and
real labour cash earnings unexpectedly remained unchanged at +0.8% y/y and
-2.9% vy/y respectively. Economists had anticipated earnings to improve
slightly and as such, the disappointing data supports BOJ Governor Ueda’s
stance to maintain an easy monetary policy as he has reiterated that wages
must catch up to achieve the 2% targeted inflation.

The final au Jibun Bank Japan Services Business Activity Index was revised
upwards by 0.5ppts to 55.4 in April (March: 55.0). This is the strongest
expansion since the survey began in September 2007, boosted by strong
increases in travel, leisure and tourism spending. Year ahead expectations
also reached a record high during the month, while prices posted the steepest
gain in 9 years.

Australia’s NAB business conditions eased, building approvals unexpectedly
fell

NAB Business Conditions continued to edge lower to 14 in April (March: 16),
but remained above-average levels supported by resilient demand and strong
labour market. In contrast, confidence remained below average at 0 (March:
-1) suggesting firms expect the strength in business conditions to fade.
Separately, building approvals unexpectedly dipped 0.1% m/m in March (Feb:
--3.9% m/m).

The CommBank Household Spending Intentions (HSI) declined by 4.3% m/m
in April (March: +8.0% m/m) led by home buying, health and fitness, transport
as well as household services sub-indices. While weakness during the month
was partly driven by seasonal factors due to less trading days, y/y growth
continued to moderate to +3.7% as consumer spending continue be impacted
by higher interest rates.

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/JPY 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 4.35 431 4.28
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USD/SGD 1.32-1.34 131 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
9-May 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
10-May IN Leading Index CI (Mar P) 98.0
US MBA Mortgage Applications -1.20%
US CPI Ex Food and Energy YoY (Apr) 5.60%
US Real Avg Weekly Earnings YoY (Apr) -1.60%

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.




