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20 March 2023 
Global Markets Research 

Daily Market Highlights 

20 March: UBS buys Credit Suisse for CHF3bn  

Wall Street closed lower as regional banks slid; 2Y UST yield dived 32bps; DXY fell 0.7%  

Six major central banks joined hands to boost liquidity; China cut RRR by 25bps  

OECD: World GDP growth of 2.6% for 2023 and 2.9% for 2024; below trend 
 

• US stocks fell as investors pulled back from positions in First Republic and other 

bank shares amid lingering concerns over the state of the US banking sector. 

The Dow Jones Industrial Average lost 1.2%, S&P 500 slid 1.1%, while Nasdaq 

Composite was down 0.7% d/d. First Republic dived 32.8% d/d after the 

company detailed its financial conditions and suspended its dividend.  

 

Europe stocks closed its worst week of the year as Credit Suisse continued to 

rattle sentiment. Stoxx 600 closed 1.2% d/d lower with Credit Suisse slipping 

8.0% d/d.  FTSE 100 dipped 1.0% d/d. Asia markets closed higher Friday in 

response to the First Republic Bank deposit pledge the previous day. Nikkei 

225 and Hang Seng gained 1.2% and 1.6% d/d respectively. 

 

Asia markets may open in a mixed note this morning despite the UBS-Credit 

Suisse bail-out deal amid ongoing banking system saga. It should be noted that 

UBS has agreed to buy its embattled rival Credit Suisse for CHF3bn on Sunday. 

The terms of the deal will see Credit Suisse shareholders receive 1 UBS share 

for every 22.48 Credit Suisse shares they hold. The Swiss National Bank also 

pledged a loan of up to CHF100bn to support the takeover. 

 

• Treasuries extended gains sharply amidst the ongoing jitters over the banking 

system. The 2-year led rally with its yield diving 32bps to 3.84%, while the 10-

year fell 15bps to 3.43%, steepening the curve. European sovereign bond 

yields all fell, to the tune of 18bps for the 10s and 27bps for the 2Y bonds. 

 
• DXY skidded 0.7% d/d to 103.71, with JPY leading gains against the greenback 

at +1.4% d/d. EUR and GBP strengthened between 0.5%-0.6%, while CNY was 

0.1% d/d stronger. MYR appreciated 0.4% d/d to close at 4.4860, while SGD 

strengthened 0.3% d/d to 1.3423.  

 
• The banking crisis also shook the commodity markets, with oil prices reversing 

their earlier gains to dive over 2.0% d/d. On the other hand, the price of gold 

surged 2.6% d/d, also partially supported by bets of a less aggressive Federal 

Reserve. 

 

China cut reserve requirement by 25bps 

• The People’s Bank of China (PBoC) will cut the reserve requirement ratio (RRR) 

by 25bps for all banks effective March 27, except those that have implemented 

a 5% reserve ratio. The reduction followed a 25bps cut in December and the 

average RRR for financial institutions will stand at around 7.6% after the cut. 

Key Market Metrics 
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• The central bank said that the cut was aimed at maintaining reasonable and 

sufficient liquidity and ensuring that money supply increases in line with 

nominal economic growth. PBoC added that it won’t engage in “flood 

irrigation”, which refers to large stimulus.  

 

OECD: Economic outlook slightly more optimistic but fragile 

• Key highlights from OECD’s Economic Outlook Interim Report include: 1) 

Global growth is projected to remain at below trend rates at 2.6% and 2.9% 

respectively in 2023 and 2024 (2022: 3.2%), with policy tightening continuing 

to take effect. Nonetheless, a gradual improvement is projected through 2023-

24 as the drag on incomes from high inflation recedes. 2) US GDP growth 

projected to slow to 1.5% in 2023 and 0.9% in 2024. Euro area projected to be 

0.8% in 2023, but pick up to 1.5% in 2024 as the effects of high energy prices 

fade. Growth in China is expected to rebound to 5.3% this year and 4.9% in 

2024. 3) Inflation is projected to moderate gradually over 2023 and 2024 but 

to remain above central bank objectives until the latter half of 2024 in most 

countries. Headline inflation in the G20 economies is expected to decline to 

4.5% in 2024 from 5.9% in 2023 (2022: 8.1%). Core inflation in the G20 

advanced economies is projected to average 4.0% in 2023 and 2.5% in 2024 

(2022: 4.2%). 

 

US IPI and consumer sentiment fell, manufacturing output increased for the 

second month 

• Matching expectations, the Conference Board Leading Economic Index (LEI) 

fell again by 0.3% m/m in February (Jan: -0.3% m/m), marking its eleventh 

consecutive monthly decline. Negative or flat contributions from 8 of the 

index’s 10 components more than offset improving stock prices and a better-

than-expected reading for residential building permits. While the rate of m/m 

declines in the LEI have moderated, the leading economic index still points to 

risk of recession in the US economy. As it is, the most recent financial turmoil 

in the US banking sector is not reflected in this LEI data but will have a negative 

impact on the outlook if it persists.  

• The University of Michigan’s consumer sentiment unexpectedly fell for the 

first time in 4 months to 63.4 in March (Feb: 70.7). It should be noted that 85% 

of the survey was conducted prior to the failure of SVB, and thus, it is unclear 

to what extent confidence will be hit in the final reading. On a positive note, 

year-ahead inflation expectations receded to 3.8% (Feb: 4.1%), the lowest 

reading since April 2021, while long run expectations softened slightly to 2.8% 

(Feb: 2.9%). 

• Manufacturing output unexpectedly rose for a second month by +0.1% m/m 

in February (Jan: +1.3% m/m). Total output, meanwhile, was unchanged (Jan: 

+0.3% m/m) while capacity utilization stood at 78.0% (Feb: 78.0%). By market 

groups, output of consumer goods increased, reflecting a gain in energy. 

However, production of business equipment and consumer durables such as 

autos fell. As it is, the deceleration in output showed producers’ concern over 

excess inventory as new orders slowed, as reflected in PMIs. 

 

Eurozone inflation cooled but prices pick up 

• Eurozone labour costs jumped in 4Q of 2022 and 3Q was revised upwards, but 

the rise of the wage component was still roughly half the increase in consumer 

inflation. Labour costs accelerated to 5.7% y/y (3Q: +3.7% y/y) while the final 

print of February’s consumer inflation (CPI) was reaffirmed at +8.5% y/y (Jan: 

+8.6% y/y). Similarly, core inflation was maintained at 5.6% y/y (Jan: +5.3% 
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y/y), with the highest contribution for inflation from food, alcohol & tobacco, 

non-energy industrial goods and energy.  

 

Singapore’s NODX remained in contraction mode 

• Singapore’s non-oil domestic exports (NODX) plunged more than expected by 

8.0% m/m in February (Jan: +0.9% m/m).  On a y/y basis, exports came slightly 

above expectations at -15.6% (Jan: -25.0%). Electronic NODX contracted for 

the seventh month by 26.5% y/y (Jan: -26.8% y/y). NODX to the top 10 markets 

also declined as a whole declined, with shipments to EU27, Hong Kong and 

Taiwan falling the most.  
 

House View and Forecasts 
FX This Week 1Q-23 2Q-23 3Q-23 4Q-23 

DXY 103-105 105 104 103 102 

EUR/USD 1.05-1.07 1.05 1.06 1.06 1.06 

GBP/USD 1.19-1.22 1.20 1.21 1.21 1.21 

USD/JPY 131-135 134 132 132 131 

AUD/USD 0.65-0.67 0.69 0.69 0.70 0.71 

USD/MYR 4.47-4.53 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 

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 
 MA Imports YoY (Feb) 2.30% 
 MA Trade Balance MYR (Feb) 18.16b 
 MA Exports YoY (Feb) 1.60% 
21-March AU RBA Minutes of March Policy Meeting   
 EC ZEW Survey Expectations (Mar) 29.7 
 US Philadelphia Fed Non-Manufacturing Activity (Mar) 3.2 
 US Existing Home Sales MoM (Feb) -0.70% 
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. 


