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Global Markets Research

Daily Market Highlights

18 May: Risk-on sentiment

Wall Street climbed on optimism over debt ceiling deal; bank shares rallied
DXY and UST yields saw extended gains; Fed speaks remain hawkish
Mixed US housing data; Japan’s 1Q GDP beat expectations; China’s home prices softened

e Wall Street closed higher overnight on a positive debt ceiling update from Key Market Metrics

President Biden, further boosted by a rally in bank shares. The Dow Jones Level did (%)
Industrial Average and S&P 500 traded 1.2% d/d higher each, while Nasdaq  Equities
Composite advanced 1.3% d/d. On Wednesday morning, Biden said that he  pow Jones 33,420.77 1.24
and the other lawmakers had a “productive” meeting” and that the US will  ¢gp 500 4,158.77  1.19
not default, while Speaker McCarthy said a deal done by the end of the week  \xspaq 12,500.57  1.28
is doable. Regional bank shares also rallied, boosting market sentiment after Stoxx Eur 600 463.98  -0.15
Western Alliance Bancorp reported deposit growth. iz 712323 -0.36
Nikkei 225 30,093.59 0.84
European and Asian markets closed mixed, with Stoxx 600 and FTSE 100 down s S 19,560.57 209
0.2% d/d and 0.4% d/d respectively. Hang Seng saw a sharp sell-off, closing
2.1% d/d lower as sentiment was dampened by softer China’s new home Straits Times Birs8e 12
prices. Nikkei 225, on the other hand, jumped 0.8% d/d. el 142434 0.06
UST vyields rose as investors shifted into stocks, while hawkish Fedspeak EX
added to selling pressures on the front end. The 10Y yields ticked higher by  Dollarindex 102.88 0.31
3bps at 3.56%. while the 2Y surged 7bps at 4.15%. The 10Y European bonds  EUR/USD 1.0840  -0.20
yield closed mixed between -4 to +2bps GBP/USD 1.2487 -0.01
USD/IPY 137.68 0.95
DXY closed 0.3% d/d firmer at 102.88, but off the day’s peak of 103.11. EUR AUD/USD 0.6660 0.06
weakened 0.2% d/d, while GBP closed flat. In Asia, JPY led losses in the region, USD/CNH 7.0080  0.13
weakening 1.0% d/d, while CNH depreciated 0.1% d/d. SGD was 0.1% d/d USD/MYR 4.5262 0.60
weaker at 1.3421 while MYR depreciated further by 0.6% d/d to 4.5262. USD/SGD 1.3421 0.13
Oil prices surged between 2.7%-2.8% d/d as risk-on sentiment outweighed
Energy Information Administration’s report of an inventory build of 5m Lol
barrels for the week ended May 12. Gold slipped 0.4% d/d as USD WTI ($/bbl) 7283 278
strengthened. Brent ($/bbl) 76.96  2.74
Gold (5/0z) 1,984.90 -0.41
US housing data was mixed Copper ($$/MT) 8,302.00 2.22
* Housing data released in the US was mixed. Housing starts unexpectedly rose  ajuminum($/MT) 2,296.50 1.64
2.2% m/m in April (March: -4.5% m/m), but building permits, a proxy for pg (RM/tonne) 3,770.50  -1.67

future construction, unexpectedly contracted, albeit at a slower pace of -1.5%
m/m (March: -3.0% m/m). Nevertheless, higher mortgage rates remained a
headwind to the economy. This is reflected in the latest mortgage
applications falling 5.7% m/m for the week ended May 12 (May 5: +6.3%
m/m), as the average contract interest rate for 30Y mortgages with
conforming loan balances increased 9bps 6.57%.

Source: Bloomberg, HLBB Global Markets Research




Eurozone’s inflation rate maintained at 7.0%

The final release for the eurozone’s inflation rate was maintained at 7.0% y/y
in April (March: +6.9% y/y), while core eased slightly to 5.6% y/y (March: 5.7%
y/y). Services inflation remained strong, suggesting persistent inflation risks
and demand-pull inflation at +5.2% y/y (March: +5.1% y/y).

Australia’s wage grew held steady at +0.8% q/q

In a sign that inflation threat due to wages is softening in Australia and leaving
room for RBA to pause its rate hikes, wage growth unexpectedly held steady
at +0.8% q/q in 1Q (consensus: +0.9% q/q) with the most significant
contributors from the education and training as well as professional, scientific
and technical services sectors. On a y/y basis however, wages accelerated to
+3.7% y/y (4Q: +3.3% y/y), with 60% of jobs recording higher wage rise. This
is the highest proportion since at least 2003.

China’s home prices decelerated for the 4" month

China's new home prices decelerated for the 4t straight month by +0.3%
m/m in April (March: +0.4% m/m), in line with the sluggish property
investment data released recently. In tandem with this, the number of cities
registering home price growth also dipped to 62 (March: 64).

Moving forward, we believe that the government will continue to roll out
measures to support this segment of the economy, with the latest being a
requirement for local real estate brokers to reduce fees for housing
transactions and leasing services. Separately, FDI into China grew slower by
2.2% y/y for the period Jan-Apr (1Q: +4.9% y/y).

Japan’s 1Q GDP grew at faster pace than expected at 1.6% after a technical
recession

Japan’s economy grew at a much faster pace than expected by 1.6% q/q in
1Q (4Q: -0.1% g/q) as a lift in travel restrictions boosted tourism and thus,
consumption. Private consumption accelerated to +0.6% q/q (4Q: +0.2% q/q),
while growth was further supported by business spending (+0.9% q/q vs. 4Q:
-0.7% g/q). These more than offset the -0.3ppts net exports contributions to
GDP (4Q: +0.4ppts), which could continue to pose headwinds to the economy
as global economies slow. Separately, IPl was revised upwards by 0.3ppts to
+1.1% m/m in March (Feb: +4.6% m/m)

Singapore’s NODX shrank for the 7*" month by 9.8% y/y

Singapore’s NODX contracted for the 7t" consecutive month and was a shade
worse than expected at -9.8% y/y (March: -8.3% y/y). The contraction in
exports for both electronics (-23.3% y/y vs March: -22.3% y/y) and non-
electronics (-5.8% y/y vs. March: -4.7% y/y) worsened, with the latter led by
petrochemicals, primary chemicals and food preparations. The boost from
China’s reopening also remained elusive as exports to the mainland plunged
20.9% 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 1.24-1.26 1.24 1.25 1.24 1.24
usD/JPY 133-136 131 130 128 128
AUD/USD 0.67-0.69 0.68 0.68 0.69 0.70
USD/MYR 4.48-4.53 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 4.50 4.75 4.75 4.75 4.75
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
18-May JN Exports YoY (Apr) 4.30%
JN Imports YoY (Apr) 7.30%
AU Employment Change (Apr) 53.0k
AU Unemployment Rate (Apr) 3.50%
HK Unemployment Rate SA (Apr) 3.10%
US Initial Jobless Claims 242k
US Continuing Claims 1813k
US Philadelphia Fed Business Outlook (May) -31.3
US Existing Home Sales MoM (Apr) -2.40%
US Leading Index (Apr) -1.20%
19-May JN Exports YoY (Apr) 4.30%
JN Imports YoY (Apr) 7.30%
AU Employment Change (Apr) 53.0k
AU Unemployment Rate (Apr) 3.50%
EC ECB Publishes Economic Bulletin ()
HK Unemployment Rate SA (Apr) 3.10%
US Initial Jobless Claims 242k
US Continuing Claims 1813k
US Philadelphia Fed Business Outlook (May) -31.3
US Existing Home Sales MoM (Apr) -2.40%
US Leading Index (Apr) -1.20%

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.




