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Daily Market Highlights

20 Jan: Stocks notched 3rd day of losses on growth jitters

Fed’s Lael Brainard said that rates will need to stay elevated for a period
Equities, UST and DXY all closed lower
BNM unexpectedly maintained OPR at 2.75%

Key Market Metrics

Information Administration (EIA) data showed US crude stocks last week rose
by 8.4m barrels, their biggest gain since June 2021. Gold prices rose 1.4% d/d
supported by a weaker dollar and some safe-haven demand.

BNM unexpectedly maintained OPR at 2.75%

In a largely surprised move, BNM left the OPR unchanged at 2.75% at the
January MPC meeting, its first pause after four consecutive hikes totalling
100bps since May-2022. The monetary policy statement cited the need to
assess the impact of the cumulative past OPR adjustments, given the lag
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effects it has on the economy. Meantime, the central bank provided a largely
unchanged assessment on growth and inflation outlook, where growth risks
remained tilted to the downside whilst inflation to the upside.

Taking cue from the somewhat hawkish statement signalling intention for
further policy normalization, we believe BNM stands ready to raise the OPR
by a further 25-50bps back to pre-pandemic level of 3.00-3.25%, barring any
new shocks. Afterall, BNM reiterated that the current policy rate at 2.75%
remained accommodative and supportive of growth.

Mixed housing data; labour market remained tight with jobless claims
unexpectedly declined

Housing starts fell less than expected by 1.4% m/m in December (Nov: -1.8%
m/m), hitting its 5-month low at 1382k. Building permits, which can be a
bellwether for future home construction, on the other hand, unexpectedly
declined 1.6% m/m (Nov: -10.6% m/m).

Philadelphia Fed Business Outlook fell less than expected to -8.9 in January
(Dec: -13.7). The survey’s general activity, new orders and shipments sub-
indices rose m/m, but the former two remained negative. The employment
index rebounded, while firms reported overall increases in prices. Most
future indicators were positive, but expectations for growth over the next six
months were not widespread.

In the week ending 14 Jan, initial jobless claims unexpectedly fell 15k to190k
(Jan 7: -1k to 205k), the lowest since Sept and a level consistent with a tight
labour market. Continuing claims, meanwhile, rose less than expected to
1647k for the week ending 7 Jan (30 Dec: 1630k).

Eurozone’s current account swung to surplus

Eurozone current account balance swung back to a surplus of EUR13.6bn in
November (Oct: -EURO.5bn) on an improved balance in the trade of goods
and services. The euro zone ran current account surpluses for years but a
surge in energy costs last year had pushed it into a deficit.

UK House price balance worsened more than expected at -42

RICS reported that house price balance worsened more than expected in
December at -42 (Nov: -26). Notably, the sub-indices worsened across board
with the exception of new buyer enquiries balance which has stayed largely
unchanged, albeit at negative territory.

HK unemployment rate dipped to 3.5%

Hong Kong’s unemployment rate fell more than expected to 3.5% in 4Q (Sept-
Nov: 3.7%), with notable decreases seen in the construction, retail,
transportation and education sectors. With most social distancing measures
removed and travel resumed between Hong Kong and the Mainland,
domestic economic activities are likely to show a more visible revival, lending
support to the labour market going forward. Tightened financial conditions
may, nevertheless, partly offset the positive effects.

Australia employment took a surprised dip, unemployment rate held
steady at 3.5%

Australia’s job market unexpectedly shrank in December with the number of
employed people falling by 14.6k (Nov: +58.3k). In tandem with this, both the
participation and unemployment rate also came below expectations at 66.6%
(Nov: 66.8%) and 3.5% (Nov: 3.5%) respectively.
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Japan’s logged 22nd straight month of export growth

e Japan’s trade deficit narrowed more than expected at 1.4 trillion yen in
December (Nov: -2.0 trillion yen) in a sign that the impact from weak yen and
high energy costs has begun to soften. Imports slowed more than forecast at
+20.6% y/y (Nov: +30.3% y/y) as import bump contribution from crude oil and
LNG shrank. Growth in exports also softened less than expected to +11.5%
y/y (Nov: +20.0% y/y), supported by overseas demand for autos and mineral
fuels. By destination, U.S. and EU-bound exports led growth.

House View and Forecasts

FX This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 101-106 98.00 96.04 96.04 96.04
EUR/USD 1.07-1.10 1.10 1.11 1.11 1.11
GBP/USD 1.19-1.25 1.26 1.27 1.27 1.27
usD/IpY 126-132 130 128 128 128
AUD/USD 0.67-0.71 0.70 0.72 0.72 0.72
USD/MYR 4.28-4.35 431 4.28 4.28 428
USD/SGD 1.31-1.34 1.32 1.30 1.30 1.30
Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.25-4.50 4.75-5.00 4.75-5.00 4.75-5.00 4.75-5.00
ECB 2.50 3.00 3.00 3.00 3.00
BOE 3.50 4.00 4.00 4.00 4.00
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.10 3.35 3.35 3.35 3.35
BNM 2.75 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next

Date Events Prior

20-Dec JN Natl CPI YoY (Dec) 3.80%
UK GfK Consumer Confidence (Jan) -42
CH 5-Year Loan Prime Rate 4.30%
CH 1-Year Loan Prime Rate 3.65%
MA CPI YoY (Dec) 4.00%
UK Retail Sales Inc Auto Fuel MoM (Dec) -0.40%
MA Foreign Reserves (Dec) 114.6bn
HK CPI Composite YoY (Dec) 1.80%
US Existing Home Sales MoM (Dec) -7.70%

23-Dec UK Rightmove House Prices YoY (Jan) 5.60%
US Leading Index (Dec) -1.00%
EC Consumer Confidence (Jan P) -22.2

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.




