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Daily Market Highlights

15 Feb: Smaller than expected moderation in US inflation

US CPI eased less than expected to 6.4% y/y in January; spurring rate hike bets
Equities dipped in early session amid hawkish Fed speaks; 2Y UST yield jumped 10bps
Solid job conditions in the EU and UK; fanning inflationary concerns

e The S&P closed flat (-0.03% d/d) after US inflation data came in higher than Key Market Metrics

expected. The Dow Jones Industrial Average slipped 0.5% d/d, while Nasdaq Level did (%)
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traders boosting chances of a 25bps June rate hike to about 50%. The 2-year
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Qil fell for a second day by 1.2%-1.4% d/d after the Biden administration’s
announcement earlier that the US was selling more crude from its strategic = ¢, oo
reserves .as v.veII as on the back of the still elevated inflation data. Price of gold, WTI ($/bbl) 79.06 .35
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to the lowest since 2021. Headline inflation rose 0.5% m/m in January (Dec: ~ Aluminum(s/MT) :’:Z::Z -z;:

+0.1% m/m), the most in 3 months, while annual inflation came in at +6.4%
y/y (Dec: +6.5% y/y). More importantly, core inflation inched up 0.4% m/m
(Dec: +0.4% m/m) and eased to +5.6% y/y (Dec: +5.7% y/y). On a m/m basis,
shelter was by far the largest contributor to services and headline inflation.
Food, gasoline, and natural gas also contributed to price growth.

Separate report from the BLS showed that real average earnings were mixed.
While hourly earnings contracted by 1.8% y/y (Dec: -1.6% y/) and -0.2% m/m
(Dec: +0.3% m/m), average weekly earnings fell at a lesser pace 1.5% y/y (Dec:
-2.7% y/y) and grew 0.7% m/m (Dec: No change).

CPO (RM/tonne)

Source: Bloomberg, HLBB Global Markets Research




The NFIB Small Business Optimism Index rose less than expected to 90.3 in
January (Dec: 89.8), remaining below the 49-year average of 98.0. Down 6
points m/m, 26% of owners reported inflation was their single most important
problem in operating their business. Owners expecting better business
conditions over the next six months improved 6 points m/m to a net -45%.

Eurozone’s 4Q GDP grew 0.1% q/q; employment rose 0.4% q/q

Eurozone employment surged more than expected to a new record high in 4Q
of 2022 as a surprisingly resilient economy avoided a recession, pointing to
greater underlying inflation pressures that could keep interest rates high for
longer. Employment expanded by 0.4% q/q (3Q: 0.3% q/q), but slowed on a
y/y basis to +1.5% (3Q: +1.8% y/y). Separate data, meanwhile, showed that the
economic bloc expanded 0.1% q/q and 1.9% y/y for the same quarter, in line
with its preliminary estimate.

UK unemployment rate held steady at 3.7%; wage growth accelerated to
+6.7% y/y

UK wages, as measured by weekly earnings ex-bonus, rose quicker than
expected by +6.7% y/y for the three months ended December (Nov: +6.5%
y/y). Excluding the pandemic period, this is the fastest pace since record began
in 2001. Data also showed that the economy kept adding jobs at a healthy
pace of 74k (Nov: +27k), effectively giving BOE ammunition to deliver another
rate hike next month. Unemployment rate meanwhile, held steady at 3.7% in
the three months to December, as per expectations.

Australia’s Business confidence jumped to +18

NAB’s Business conditions picked up by 5 points to +18 in January (Dec: +13),
after three months of softening in late 2022. There were strong increases in
conditions for upstream sectors such as wholesale, construction and
manufacturing. More importantly, conditions in the consumer-facing
industries remained very strong. In tandem with this, business confidence also
rose 6pts to +6, around its long-run average.

Japan’s growth missed estimate at +0.6%

Japan's economy rebounded less than forecast in 4Q at +0.6% q/q (3Q: -1.0%
a/q), a sign the country was finally making a delayed recovery. Nevertheless,
global economic slowdown may be taking a toll on the country's export-reliant
recovery. While consumer spending recovered, helped by domestic travel
spending, businesses cut back on their spending more than expected and
inventories dragged heavily on GDP. Net exports also came below
expectations, adding only 0.3ppts to GDP (3Q: -0.6ppts). Separately, Japan’s
IPl was revised upwards up to +0.3% m/m in December (Nov: +0.2% m/m).

Singapore expects budget deficit to narrow to 0.1% FY 2023

Singapore expects to post a slimmer budget deficit of 0.3% of GDP for FY2022
(Initial projection: 0.5%) and expects this to narrow to -0.1% of GDP in FY 2023.
In his budget speech, Deputy Prime Minister and Finance Minister Lawrence
Wong also added that the Government will not need to draw on past reserves
in 2023’s Budget as things return to normal.

Some key highlights include: 1) Higher top-end taxes for properties and cars
were among progressive moves in the Budget. This is in line with the
Government’s focus on strengthening the social compact and bolstering
national resilience. 2) An additional S$3bn to help households tide through the
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increasing cost of living as well as the recent GST hike. 3) Raising the effective
tax rate for multinational firms to 15% starting 2025, in line with a global

agreement to increase the floor rate.

House View and Forecasts

FX This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 102-104 101.4 100.9 99.9 98.9
EUR/USD 1.06-1.08 1.09 1.10 1.10 1.10
GBP/USD 1.19-1.22 1.22 1.23 1.23 1.23
usD/IPY 130-133 128 127 127 126
AUD/USD 0.68-0.70 0.69 0.69 0.70 0.71
USD/MYR 4.30-4.38 4.38 4.36 4.32 4.27
USD/SGD 1.32-1.34 1.32 1.30 1.28 1.26
Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.50-4.75 4.75-5.00 4.75-5.00 4.75-5.00 4.75-5.00
ECB 3.00 3.50 3.50 3.50 3.50
BOE 4.00 4.25 4.25 4.25 4.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.35 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
15-Feb CH 1-Yr Medium-Term Lending Facility Rate 2.75%
UK CPI YoY (Jan) 10.50%
UK PPI Output NSA YoY (Jan) 14.70%
UK PPI Input NSA YoY (Jan) 16.50%
EC Industrial Production SA MoM (Dec) 1.00%
EC Trade Balance SA (Dec) -15.2b
US MBA Mortgage Applications 7.40%
US Empire Manufacturing (Feb) -32.9
US Retail Sales Advance MoM (Jan) -1.10%
US Industrial Production MoM (Jan) -0.70%
US Capacity Utilization (Jan) 78.80%
US Business Inventories (Dec) 0.40%
US NAHB Housing Market Index (Feb) 35
16-Feb JN Trade Balance (Jan) -¥1448.5b
JN Exports YoY (Jan) 11.50%
JN Imports YoY (Jan) 20.60%
JN Core Machine Orders MoM (Dec) -8.30%
AU Consumer Inflation Expectation (Feb) 5.60%
AU Unemployment Rate (Jan) 3.50%
CH New Home Prices MoM (Jan) -0.25%
HK Unemployment Rate SA (Jan) 3.50%
EC ECB Publishes Economic Bulletin
US Building Permits MoM (Jan) -1.60%
US New York Fed Services Business Activity (Feb) -21.4
US Initial Jobless Claims 196k
US Housing Starts MoM (Jan) -1.40%
US Continuing Claims 1688k
US Philadelphia Fed Business Outlook (Feb) -8.9
US PPI Final Demand MoM (Jan) -0.50%

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.




