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Daily Market Highlights

20 Dec: BOJ stayed pat and offered no rate hike clues

Bostic expects two rate cuts in 2H; RBA considered rate hike, saw stronger case for pause
US housing starts scaled to its 6-month high; DXY weakened further
Malaysia’s exports fell at a faster pace for the first time in 3 months

e The US equity indices closed up between 0.5-0.7% d/d as the Federal Key Market Metrics
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Copper ($3/MT) 8,593.50  1.31

BOJ stayed pat and offered no rate hike signals Aluminum($/MT) 2,262.50  -0.90
As widely anticipated, the Bank of Japan (BOJ) unanimously decided to CPO (RM/tonne) 3,664.00 0.94

maintain its short-term rate at -0.1% and its target for the 10Y JGB yield at 0%
with an upper bound of 1.0%. Key highlights from the statement and
accompanying press conference include: 1) The statement offered no
guidance on whether the central bank might scrap the negative interest rate
policy next year and reiterated its view that the central bank will not hesitate
to take additional easing measures if necessary. 2) With extremely high
uncertainties surrounding economies and financial markets in Japan and
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abroad, the central bank will patiently continue with monetary easing. 3) BO)J
made cautious tweaks to its assessments of consumer spending saying that
personal consumption has continued to increase moderately but removing
the word “steadily” from its previous assessment. 4) In the press conference,
BOJ Governor Kazuo Ueda said that some smaller firms are struggling to pass
on higher raw material and labour costs and the chance of inflation
accelerating towards target is gradually heightening. The BOJ will continue to
scrutinise whether a positive wage-inflation cycle will fall in place. 5) Chances
are low that the BOJ will announce any shift in policy in the next meeting.
Sluggish and worse than expected trade data this morning. Exports fell 0.2%
m/m (Oct: +1.6% m/m) while the contraction in imports narrowed to -11.9%
y/y (Oct: -12.5% y/y). The former marks the first contraction in 3 months, a
fresh sign that the economy is sputtering. As it is, the BOJ in its October
outlook has said that exports and production “are projected to be more or
less flat for the time being, affected by the slowdown in the pace of recovery
in overseas economies.”

RBA considered interest rate hike, saw case for pause stronger

Key highlights from the minutes to the latest RBA meeting include: 1) Policy
makers considered raising rates, but the case to leave the cash rate target
unchanged was the “stronger one.” 2) There was sufficient value in waiting
for further data to assess how the balance of risks evolve, reiterating whether
further tightening of monetary policy may be required will depend on the
incoming data. 3) There is the possibility of a larger rise in the unemployment
rate than expected but reiterated that the current unemployment rate is still
very low. RBA also added that households are experiencing a painful squeeze
on their finances. 4) RBA staff sees CPI return to the top of the target band by
the end of 2025, rather than the midpoint of the band. 5) RBA’s approach of
holding the bonds to maturity remained appropriate but agreed to keep this
under active consideration.

Westpac Leading Index improved by +0.07% m/m in November (Oct: -0.04%
m/m), marking its first positive, above-trend read since mid-2022. While
some of the surprised upticks in sub-indices were due to temporary factors,
underlying momentum is shifting towards stabilisation.

US housing starts scaled to its 6-month high

Mixed slew of housing data for November. Housing starts unexpectedly
accelerated by +14.8% m/m (Oct: +0.2% y/y) to its highest level in 6 months,
suggesting that the crunch in residential housing may be easing. Coupled with
declining mortgage rates in recent weeks, this should draw potential buyers
in the market and will be supportive of home sales going forward. Building
permits, an indicator of future construction nonetheless, worsened more
than expected to -2.5% m/m (Oct: +1.8% m/m) due to a drop in multifamily
projects.

Eurozone’s final headline and core CPI prints left unchanged at +2.4% and
+3.6%

The final headline and core CPI prints were left unchanged at +2.4% y/y and
+3.6% y/y for November (Oct: +2.9% y/y and +4.2% y/y). Despite the easing
price pressures, there is not enough solid evidence for the ECB to cut rates at
this juncture especially since the large driver to the drop in inflation was
services (+4.0% y/y and +4.6% y/y). The latter remained elevated at this level
and was primarily driven by volatile travel-related items.
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Hong Kong’s unemployment rate low and steady at 2.9%

Unemployment rate held low and steady at 2.9% for the 3-months ended
November and remains tight in the near term. Though the still unfavourable
external environment might have some negative effects, further recovery of
inbound tourism and private consumption would continue to underpin labour
demand.

Malaysia’s exports fell at a faster pace for the first time in 3 months
Exports fell at a faster than expected pace, by 5.9% y/y in November (Oct: -
4.5% vy/y revised), dragged by a surprisingly bigger fall in E&E exports and
broad declines in shipment to all major export destinations. This marked the
first faster decline in exports in three months, but we believe this is just a blip
and unlikely to derail expectations for a recovery in exports going forward.
Meanwhile, imports bounced back to positive growth for the first time in nine
montbhs, rising by 1.7% y/y in November (Oct: -0.3% y/y revised), spearheaded
by an exceptional spike in capital goods imports. On a m/m basis, exports and
imports shrank by 3.2% and 3.1% m/m respectively, leaving the trade surplus
little changed at RM12.4bn in November (Oct: RM12.9bn).

House View and Forecasts

FX This Week 4Q-23 1Q-24 2Q-24 3Q-24
DXY 100-104 107 107 106 105
EUR/USD 1.08-1.12 1.04 1.04 1.04 1.05
GBP/USD 1.25-1.29 1.20 1.20 1.20 1.21
usD/JPY 139-145 150 147 144 141
AUD/USD 0.65-0.69 0.64 0.65 0.66 0.67
USD/MYR 4.63-4.69 4.74 4.69 4.65 4.60
USD/SGD 1.31-1.34 1.38 1.37 135 1.34
Rates, % Current 4Q-23 1Q-24 2Q-24 3Q-24
Fed 5.25-5.50 5.25.5.50 5.25.5.50 5.25.5.50 5.00-5.25
ECB 4.50 4.50 4.50 4.25 4.00
BOE 5.25 5.25 5.25 5.00 4.75
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 4.35 4.35 4.35 4.35 4.10
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
20-Dec CH 5-Year Loan Prime Rate 4.20%
CH 1-Year Loan Prime Rate 3.45%
UK CPI Core YoY (Nov) 5.70%
UK PPI Output NSA YoY (Nov) -0.60%
UK PPI Input NSA YoY (Nov) -2.60%
UK House Price Index YoY (Oct) -0.10%
US MBA Mortgage Applications 7.40%
US Existing Home Sales MoM (Nov) -4.10%
US Conf. Board Consumer Confidence (Dec) 102
21-Dec UK Lloyds Business Barometer (Dec) 42
HK CPI Composite YoY (Nov) 2.70%
US GDP Annualized QoQ (3QT) 5.20%
US Initial Jobless Claims 202k
US Philadelphia Fed Business Outlook (Dec) -5.9
US Leading Index (Nov) -0.80%
US Kansas City Fed Manf. Activity (Dec) -2
21-27 Dec UK CBI Total Dist. Reported Sales (Dec) -9

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.




