$ HonglLeong Bank

17 March 2023

Global Markets Research

Daily Market Highlights

17 March: Wall Street post solid gains

Risk sentiments made a return amid easing fear over banking rout
ECB raised rates by 50bps to 3.50%; not possible to determine yet future path for rates
US housing data topped estimates; jobless claims fell more than expected
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Qil snapped its declining streak, gaining between 1.1%-1.4% d/d after state
media reported that Saudi and Russia are set to meet to discuss the OPEC+
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will remain so for some time with price pressures increasingly coming from
food, industrial goods and services. Key highlights from the statement and
press conference include: 1) GDP growth of 1.0% for 2023 and 1.6% for 2024
and 2025. The projections were, however, finalised before the recent
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emergence of financial market tensions. 2) Inflation averaging 5.3% in 2023,
2.9%in 2024 and 2.1% in 2025. Excluding energy and food, inflation to average
4.6% in 2023, 2.5% in 2024 and 2.2% in 2025. 3) The statement offered few
clues on the next move. In fact, Christine Lagarde highlighted that it's “not




possible to determine at this point in time” the future path for rates but also
added that a large majority of ECB policy makers backed this week’s decision.

US housing data topped estimates; jobless claims fell; regional business
outlook remained weak

In a sign of funding strains, data published by the Fed showed $152.9bn in
borrowing from the discount window, the traditional liquidity backstop for
banks, in the week ended March 14, a record high and a jump from $4.6bn the
previous week. The prior all-time high was $111bn during the 2008 financial
crisis. There was also an additional $11.9bn in borrowing from the Bank Term
Funding Programme, Fed’s new emergency backstop just launched Sunday.
Housing data exceeded estimates in February. Housing starts jumped 9.8%
m/m to 1450k (Jan: -2.0% m/m to 1321k), the fastest in 5 months and led by
multifamily projects. Building permits, a proxy for future construction also
climbed 13.8% m/m to 1524k (Jan: +0.1% m/m to 1339k).

Import prices dipped less than expected by 0.1% m/m in February (Jan: -0.4%
m/m) and fell 1.1% y/y (Jan: +0.9% y/y). This is the first y/y decrease since
December 2020 and the largest drop since September 2020. The modest
decrease in m/m prices came amid a continued slump in prices for fuel
imports. Export prices, meanwhile, unexpectedly advanced 0.2% m/m (Jan:
+0.5% m/m), led by a rebound in agriculture prices. Despite the first 2 monthly
gains, prices declined 0.8% y/y (Jan: +2.2% y/y), the first y/y fall since
November 2020.

Jobless claims in the week ending March 11 fell more than expected by 20k to
192k (Mar 4: +22k to 212k). This is the largest drop since July as claims in New
York plunged after a spike the previous week due to school workers
negotiating their contracts. In tandem with this, continuing claims also fell 29k
to 1684k (Feb 25: +64k to 1713k).

The Philadelphia Fed Business Outlook Survey came below expectations at -
23.2 in March (Feb: -24.3), suggesting continued declines for the region’s
manufacturing sector. The survey’s indicators for general activity, new orders,
and shipments were all negative, and the firms reported a decline in
employment. The New York Fed Services Business Activity index, meanwhile,
improved but also remained negative at -10.1 (Feb: -12.8). Of note, the
business climate index moved down 4 points to -38.8, suggesting that the
business climate was much worse than normal. Looking ahead, the future
activity indicators suggest subdued expectations for growth over the next six
months.

Australia’s unemployment rate fell to 3.5%

Australia’s employment growth surpassed expectations to rebound by +64.6k
(Jan: -10.9k) and sending unemployment rate lower to 3.5% (Jan: 3.7%). The
increase in employment followed 2 consecutive months of declines. Of note,
there was a larger than usual number of people waiting to start a new job in
January, the majority of whom returned to or commenced their jobs in
February.

Japan’s exports and core machinery orders accelerated

Japan’s February trade deficit narrowed sharply to the lowest in 10 months at
¥0.9tn (Jan: ¥3.5tn) on slowing imports and encouraging exports. Import
growth decelerated to +8.3% y/y (Jan: +17.5% y/y), while exports climbed 6.5%
y/y (Jan: +3.5% y/y) as car pushed up sales. In tandem with this, growth in core
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machinery orders, an indicator of future capital spending, rose more than
expected by 9.5% m/m in Jan (Dec: +0.3% m/m).

China home prices rose for the first time in 18 months

China’s home price rose for the first time in 18 months, gaining 0.3% m/m in
February (Jan: No change) and in 55 cities (Jan: 36). On a y/y basis, prices
nevertheless fell at a slower pace of 1.9% y/y (Jan: -2.3% y/y).

Hong Kong unemployment rate dipped 0.1ppts to 3.3%

Hong Kong jobless rate matched estimate to drop to 3.3% in February (Jan:
3.4%), the 11th straight decline. Jobless rate declined across almost all major
sectors, with a notable decrease in the retail, transport, arts, entertainment
and recreation segments. Moving forward, the employment market should
improve further in the near term as economic activities return to normalcy and
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inbound tourism rebounds.

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 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 3.50 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
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%
20-March UK Rightmove House Prices MoM (Mar) 0.00%
CH 5-Year Loan Prime Rate 4.30%
CH 1-Year Loan Prime Rate 3.65%
EC Trade Balance SA (Jan) -18.1b

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.




