$ HonglLeong Bank

13 April 2023

Global Markets Research

Daily Market Highlights

13 April: Fed pencilled in mild recession risk

Wall Street, UST yields & DXY tumbled; FOMC minutes overshadowing softer CPI print
FOMC minutes cautioned over increased uncertainty and credit tightening
US CPI cooled sharper than expected to 5.0% y/y; core CPI accelerated to +5.6% y/y

e Wall Street made a U-turn and tumbled after minutes from March’s FOMC Key Market Metrics

meeting showed officials feared the recent bank stress could tilt the US Level did (%)
economy into a mild recession later this year. The Dow Jones Industrial  Equities
Average snapped a four-day winning streak and dipped 0.1% d/d. The S&P 500  pow Jones 33,646.50  -0.11
also declined 0.4% d/d while Nasdag Composite fell by 0.9% d/d. Major sgps500 4,091.95  -0.41
averages were up earlier after a subdued inflation rate raised expectations that ~ ya¢ DAQ 11,929.34  -0.85
the Fed will be pausing soon but sentiment turned negative in the afternoon ¢, o <49 46238  0.13
after the release of the minutes. FTSE 100 7,824.84 0.50
Nikkei 225 28,082.70 0.57
e European markets, meanwhile, had closed slightly higher earlier in the day, —. 20,309.86  -0.86
following the release of US CPI print. Stoxx 600 index closed up 0.1% d/d while c o o
FTSE 100 shot up by 0.5% d/d. Markets in Asia were mixed, with Nikkei 225 >\ ts Times ’
rising 0.6% d/d while Hang Seng fell 0.9% d/d. 82 haTe 00
X

e  Aless hawkish Fed minutes as well as subdued inflation print also kept the UST

yield-curve steepening on track. The 10Y vield fell 4bps to 3.39%, while the 2y  Dollarindex 101.50  -0.69
slid 7bps to 3.96%. The 10Y European bond yields, on the other hand, closed =~ EUR/USD e L
up between 1-6bps. GBP/USD 1.2485 0.49
USD/IPY 133.13 -0.41
e  DXY plunged 0.7% d/d to close at 101.50 after reaching as high as 102.16 during  AUD/USD 0.6691 0.56
the day. Amongst its G10 peers, EUR strengthened 0.7% d/d, while GBP  ysp/enH 6.8809  -0.19
appreciated 0.5% d/d. In Asia, JPY rebounded to gain 0.4% d/d, while CNH USD/MYR 44093  -0.21
appreciated slightly by 0.2% d/d. MYR and SGD strengthened by 0.2% d/dand ;s s6p 13279 -035
0.4% d/d respectively to close at 4.4093 and 1.3279.
Oil rose between 2.0%-2.1% d/d bolstered by signs of tight lies after  —ommedities
. i r9se (? ween 2.0%-2.1% : olstered by signs of tighter supp .|es a. e T ($/bbl) e o
Russian shipments reportedly slid below 3m barrels per day for the first time
. S L , . . Brent ($/bbl) 87.33 2.01
in 8 weeks while oil inventories in Cushing slid for the 6" week to near its
) . ) Gold (5/0z) 2,010.90 0.30
lowest since January. Bullion, meanwhile, edged up by 0.3% d/d on the lower
CPI print and accompanying weaker USD. Copper ($5/MT) 8,916.50  0.70
Aluminum($/MT) 2,325.00 0.98
FOMC: Mild recession risk; CPI cooled to 5.0% CPO (RM/tonne) 4,300.50  0.14

e Key highlights from the latest FOMC minutes include: 1) Staff projection Source: Bloomberg, HLBB Global Markets Research
includes a mild recession risk later this year and greater uncertainty around
the baseline projection. 2) Participants’ concern over the effects of credit
tightening following the recent banking crisis on small and middle-market
lending. 3) Many see the appropriate path for the fed funds rate as higher than
their December’s assessment prior to the banking stress. 4) Labor market
remained very tight and slower-than-expected progress on disinflation.
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e US inflation cooled sharper than expected to 5.0% y/y in March (Feb: +6.0%),
partly due to higher base effect from the spike in oil prices following Russia’s
invasion of Ukraine. Core inflation, however, accelerated but matched
expectations at +5.6% y/y (Feb: 5.5% y/y). On a m/m basis, headline and core
inflation decelerated to +0.1% m/m (Feb: +0.4% m/m) and +0.4% m/m (+0.5%
m/m) respectively. A 3.5% m/m drop in energy costs kept prices in check but
this may be short-lived after OPEC+’s decision to cut output. Shelter costs,
while remained the biggest contributor to inflation, rose at the slowest pace
since November at +0.6% m/m (+8.2% y/y).

e A separate report showed that real average hourly earnings posted its first
m/m increase in March at +0.2% m/m (Feb: -0.2% m/m), but were down 0.7%
y/y (Feb: -1.3% y/y).

e Supported by a drop in mortgage rates, mortgage applications rebounded to
grow by 5.3% w/w for the week ended Apr 7 (Mar 31: -4.1% w/w). The 30-year
fixed rate fell to 6.30%, the lowest level in two months.

Japan’s core machinery orders fell for the first time in 3 months

e Japan's core machinery orders fell for the first time in 3 months, albeit at a
slower pace than expected by 4.5% m/m in February (Jan: +9.5% m/m). Of
note, orders from non-manufacturing and agencies led the contraction. On a
y/y basis however, the highly volatile leading indicator of capital spending,
quickened more than expected to +9.8% (Feb: +4.5% y/y).

e Separately, bank lending softened to +3.0% y/y in March (Feb: +3.3% vy/y),
while producer prices decelerated less than expected to 7.2% y/y (Feb: +8.3%

y/y).

House View and Forecasts

FX This Week 2Q-23 3Q-23 4Q-23 1Q-24
DXY 101-103 100.97 99.96 97.96 96.98
EUR/USD 1.08-1.10 1.10 1.11 1.12 1.13
GBP/USD 1.23-1.25 1.24 1.25 1.24 1.24
usD/JPY 130-134 131 130 128 128
AUD/USD 0.66-0.68 0.68 0.68 0.69 0.70
USD/MYR 4.37-4.42 4.39 4.35 431 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 4.75-5.00 5.00-5.25 5.00-5.25 5.00-5.25 5.00-5.25
ECB 3.50 4.00 4.00 4.00 4.00
BOE 4.25 4.25 4.25 4.25 4.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.60 3.60 3.60 3.60 3.60
BNM 2.75 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next
Date Events Prior Hong Leong Bank Berhad
) . Fixed Income & Economic Research, Global
13-April UK RICS House Price Balance (Mar) -48% .
AU Consumer Inflation Expectation (Apr) 5.00% Level 8, Hong Leong Tower
AU Employment Change (Mar) 64.6k T e
AU Unemployment Rate (Mar) 3.50% ’Bukit TEETEETE
UK Monthl_y GDP (MO.M) (Feb) 0.30% 50490 Kuala Lumpur
UK Industrial Production MoM (Feb) -0.30% Tel: 603-2081 1221
UK Trade Balance GBP/Mn (Feb) -£5861m Fax: 603-2081 8936
EC Industrial Production SA MoM (Feb) 0.70%
US Initial Jobless Claims 228k HLMarkets@hlbb.hongleong.com.my
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US Continuing Claims 1823k
US PPI Final Demand YoY (Mar) 4.60%
CH Exports YoY (Mar) -9.90%
CH Imports YoY (Mar) -7.50%
14-April US Retail Sales Advance MoM (Mar) -0.40%
US Capacity Utilization (Mar) 78.00%
US Industrial Production MoM (Mar) 0.00%
US Business Inventories (Feb) -0.10%
US U. of Mich. Sentiment (Apr P) 62

Source: Bloomberg
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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
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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
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