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Global Markets Research
Daily Market Highlights
16 March: Markets continued rattling as banking crisis spreads

Credit Suisse admitted reporting weakness; SNB would provide liquidity if necessary
PBoC maintained lending rates at 2.75%; will keep liquidity ample to meet cash demand
US PPl unexpectedly fell; UK is expected to avoid a technical recession in 2023

e The Dow Jones Industrial Average fell as concerns over a banking crisis Key Market Metrics

spreading to Europe pressured the broader market. Dow ended 280 points or Level did (%)
0.9% d/d lower, the S&P 500 dropped 0.7%, while the Nasdag Composite eked  Equities
out a small gain of 0.1% d/d. The Dow slid more than 700 points at one point  pow Jones 31,87457  0.87
but regained some ground following an announcement from the Swiss ¢gp 500 3,891.93 20.70
regulator that the country’s central bank would give Credit Suisse liquidity if NASDAQ 11,43405  0.05
necessary. The news came after the Swiss lender said earlier this week it had el AT 43645 292
found “certain material weaknesses in our internal control over financial
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reportlhg. SE,OXX 600 al-so c.Iosed 2.9% d/d oIower, while FTSE100 lost a Nikkei 225 27,229 48 0.03
whopping 3.8% d/d. Credit Suisse plunged 24.2% d/d. R 19,539.87 =
: F 3,172.92 1.38
e Treasury yields fell as the plunge in Credit Suisse once again pressured bank SEENE TS
KLCI 30 1,40393  0.72

shares, prompting a flight to traditionally safer bonds. The yield on the 10-year
Treasury was down by 23bps to 3.46%. The 2-year Treasury yield slipped 36bps
at 3.89%. European sovereign bond yields were also seen plunging by over EX

40bps on the front end and about 20bps on the 10Y tenured. Dollar Index 10465  1.01
EUR/USD 1.0577 -1.45
e The Dollar closed the day 1.0% d/d higher at 104.65, trimming some of its  GBP/USD 1.2057 .83
earlier gains after reaching the day high of 105.10 in safe-haven buying. EUR  ysp/jpy 13342  0.60
closed sharply lower by 1.5% d/d to $1.0577, after dipping as much as 2.0% AUD/USD 0.6619  -0.04
during the day. GBP also traded down 0.8% d/d. In Asia, JPY strengthened 0.6% USD/CNH 6.8925 0.18
d/d to 133.42, but CNH weakened 0.2% d/d. SGD weakened 0.5% d/d to SEET 44847 0.05
1.3520, but MYR strengthened slightly by less than 0.1% d/d to 4.4847. YD 1.3520 051
e  Oil prices fell sharply, with the West Texas Intermediate dipping 5.2% d/d to
$67.61/barrel and Brent down 4.9% d/d to $73.69/barrel as traders feared a Commodities
WTI ($/bbl) 67.61 5.22

brewing banking crisis could dent global economic growth. Gold prices climbed

1.1% d/d as the crisis turned investors away from seemingly riskier assets and ~ Brent ($/bbl) el b
drove them to the safety of bullion. Gold ($/0z) 193130 107
Copper ($$/MT) 8,50450  -3.72

China maintained lending rates at 2.75%; Jan-Feb data came in mixed Aluminum(S/MT) 2,277.00  -3.21

e As expected, the People’s Bank of China (PBOC) kept the rate on 481bn yuan  cpPo (RM/tonne) 4,161.00 0.88

(Previous: 499bn yuan) worth of 1-year medium-term lending facility loans to  Source: Bloomberg, HLBB Global Markets Research
some financial institutions at 2.75%. The central bank added that the loan
operation was meant to keep banking system liquidity reasonably ample to
fully meet cash demand from financial institutions.
e A string of mixed economic numbers was released. Retail sales matched
expectations to increase by 3.5% y/y for the period Jan-Feb. Most categories
within retail sales rose, but big-ticket items of autos and home appliances saw
sales decline. Unemployment rate was worse than expected at 5.6% in




February. Similarly, industrial production was softer than expected at +2.4%
y/y for the first two months of the year. Fixed asset investment topped
expectations at +5.5% y/y, a sign that the government is boosting
infrastructure spending as residential property investment remained in
contractionary mode at -5.7% vy/y.

US PPI unexpectedly declined 0.1% m/m; retail sales fell 0.4% m/m
Producer price (PPI) posted an unexpected decline of 0.1% m/m in February
(Jan: +0.3% m/m), pointing to an easing of cost pressures. On a y/y basis, prices
came in softer than expected at +4.6% (Jan: +5.7%). The decline in PPI
reflected decreases in goods (-0.2% m/m vs Jan: +1.2% m/m) and services (-
0.1% m/m vs Jan: -0.1% m/m). 80% of the retreat in the former was
attributable to a 36.1% plunge in chicken egg prices. Services prices,
meanwhile, were restrained by machinery and vehicle wholesaling.

Matching expectations, retail sales fell 0.4% m/m in February (Jan: +3.2%
m/m), dragged down by a 1.8% m/m slide in auto sales. Nevertheless, stripping
gasoline and autos, sales were also flat (Jan: +2.8% m/m), suggesting that
spending may be impacted by high inflation. 8 of the 13 categories fell, led
furniture and department stores, while sales at restaurants and bars dropped
by the most in over a year.

In the housing market, mortgage applications increased for the second
consecutive week by +6.5% w/w for the week ending March 10 (March 3:
+7.4% w/w) as the 30-year fixed rate fell to 6.71%, buoying housing demand.
Nevertheless, the financial market volatility may cause buyers to pause their
decisions. The National Association of Home Builders (NAHB)/Wells Fargo
Housing Market Index (HMI) rose more than expected and for the third
straight month to 44 in March (Feb: 42). Of note, builders continued to report
strong pent-up demand as buyers wait for interest rates to drop and are
turning more to the new home market due to a shortage of existing inventory.
In the manufacturing sector, March’s Empire State Manufacturing Survey
worsened more than expected at -24.6 (Feb: -5.8). The big drop came from
significant decreases in new orders and shipments as well as inventories.
Hiring edged lower as did the prices index. Separately, business inventories
unexpectedly dipped 0.1% m/m in Jan (Dec: +0.3% m/m) as sales turnaround
to register a 1.5% m/m growth (Dec: -0.6% m/m).

Eurozone’s IPI surprised on the upside by growing 0.7%

Eurozone’s industrial output topped estimates by growing +0.7% m/m in Jan
(Dec: -1.3% m/m), led by an upturn in the production of intermediate goods
(+1.5% m/m vs Jan: -2.7% m/m). Highly volatile Irish output was the main
explanation for this swing but the underlying picture suggests that the
manufacturing sector may be gaining traction and may offer modest positive
contributions to 1Q GDP.

UK’s Spring Budget: Economy to avoid technical recession in 2023

Key economic forecasts from Finance Minister Jeremy Hunt’s Spring Budget
include. 1) GDP will fall by 0.2% in 2023 (Revised up by 1.2ppts) and avoid a
technical recession. The economy will grow by 1.8% and 2.5% in 2024 and 2025
respectively. 2) The unemployment rate is expected to rise modestly to a peak
of 4.4% (Revised down 0.5ppts). 3) Inflation to fall from its peak of 10.7% in
Q4 2022 to 2.9% in Q4 2023. Inflation in 2023 as a whole is expected to be
6.1% (Revised down 1.2ppts). Inflation is expected to fall to 0.9% in 2024 and
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to remain near 0.0% until mid-2026. Inflation is then forecast to return

sustainably to the 2% target by 2027-28.

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 1.17-1.21 1.20 1.21 1.21 1.21
usD/JPY 133-138 134 132 132 131
AUD/USD 0.65-0.67 0.69 0.69 0.70 0.71
USD/MYR 4.47-4.55 4.40 4.36 4.30 4.25
USD/SGD 1.34-1.36 1.33 131 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 2.75 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
16-March JN Trade Balance (Feb) -¥3496.6b
JN Exports YoY (Feb) 3.50%
JN Imports YoY (Feb) 17.80%
JN Core Machine Orders MoM (Jan) 1.60%
AU Consumer Inflation Expectation (Mar) 5.10%
AU Employment Change (Feb) -11.5k
AU Unemployment Rate (Feb) 3.70%
CH New Home Prices MoM (Feb) 0.00%
JN Industrial Production MoM (Jan F) -4.60%
JN Capacity Utilization MoM (Jan) -1.10%
HK Unemployment Rate SA (Feb) 3.40%
US Initial Jobless Claims 211k
US Import Price Index MoM (Feb) -0.20%
US Export Price Index MoM (Feb) 0.80%
US Continuing Claims 1718k
US Housing Starts MoM (Feb) -4.50%
US Building Permits MoM (Feb) 0.10%
US Philadelphia Fed Business Outlook (Mar) -24.3
US New York Fed Services Business Activity (Mar) -12.8
EC ECB Main Refinancing Rate 3.00%
17-March S| Non-oil Domestic Exports SA MoM (Feb) 0.90%
MA Imports YoY (Feb) 2.30%
MA Trade Balance MYR (Feb) 18.16b
MA Exports YoY (Feb) 1.60%
EC Labour Costs YoY (4Q) 2.90%
EC CPI YoY (Feb F) 8.60%
US Industrial Production MoM (Feb) 0.00%
US Capacity Utilization (Feb) 78.30%
US Leading Index (Feb) -0.30%
US U. of Mich. Sentiment (Mar P) 67
US U. of Mich. 1 Yr Inflation (Mar P) 4.10%
US U. of Mich. 5-10 Yr Inflation (Mar P) 2.90%

Source: Bloomberg

$ HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global
Markets

Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

HLMarkets@hlbb.hongleong.com.my



mailto:HLMarkets@hlbb.hongleong.com.my

$ HonglLeong Bank

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.




