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Global Markets Research

Daily Market Highlights

21 Feb: PBoC stood pat; RBA minutes in focus today

US financial markets were closed; DXY held steady at 103.90 ahead of FOMC minutes
Eurozone’s consumer confidence rose to the highest in a year; below long-term average

Malaysia’s exports growth decelerated more than expected to 1.6% y/y in January
Key Market Metrics

e The US financial markets were closed for the Presidents’ Day holiday. Level did (%)
Equities
» In Europe, markets closed slightly higher after a choppy day of trading, with 5, . 1ones 33,826.69 0.39
attention this week focused on the upcoming FOMC minutes. Both the Stoxx (¢, 49 4,079.09  -0.28
600 and FTSE 100 closed up 0.1% d/d each. In Asia, Nikkei 225 and Hang Seng NASDAQ 178727  -0.58
gained 0.1% d/d and 0.8% d/d respectively. CSI300 also closed the day up 2.5%
, . . . Stoxx Eur 600 464.64 0.07
d/d after the People’s Bank of China (PBOC) left its 1-year and 5-year prime TSE 100 8.014.31 012
loan rates unchanged, as was widely expected. A report from Goldman Sachs Nikkei 225 2?’531'94 0'0_;,
seeing an economic shift from “reopening to recovery” driving Chinese stocks kel 20,333.93 0'81
as much as 24% higher by the end of this year also added to the flow of news.  12"83€N8 . '
Straits Times 3,308.75 -0.59
KLC 30 1,473.46  -0.23

e In quiet trade, the German 2-year yield rose 3bps to 2.88%. Traders priced in
the risk that ECB will hike rates as high as 3.72% by September. ECB Governing
Council member Olli Rehn, meanwhile, said that the central bank will likely be ~ EX

done raising rates in summer. The yield on the 10-year bund also rose 2bpsto  Dollar Index 103.86  0.00
2.45%. The 10-year gilt, on the other hand, fell by 4bps to 3.47%. Gilts were  EUR/USD 1.0686  -0.08
boosted after the UK government’s latest bond sale produced a cover ratio of  GBP/USD 1.2041 0.03
3%. The yield on the 2-year gilt also dipped 4bps to 3.69%. USD/IPY 134.25 0.07
AUD/USD 0.6908 0.42
e The Dollar Index held steady at 103.86 following a weekend of no cooling in USD/CNH 6.8595  -0.21
US-China tension as well as ahead of the FOMC minutes. While EUR USD/MYR 44303 -0.11
depreciated 0.1% d/d, the GBP and JPY appreciated by less than 0.1% d/d each. USD/SGD 1.3358 0.04
AUD strengthened by 0.5% d/d, while CNH gained 0.2% d/d. Both the MYR and
SGD strengthened by around 0.1% d/d each to 4.4303 and 1.3358 respectively.
Commodities
e Price of Brent rose 1.3% d/d on hopes of a Chinese demand rebound. WTI ($/bbl) 7634 -2.74
Brent (S/bbl) 84.07 1.29
Gold (S/0z) 1,840.40 -0.09

China maintained key lending rates

e As per expectations, the People’s Bank of China (PBOC) left its 1- and 5-year ~ Copper ($5/MT) Skt i
loan prime rate unchanged at 3.65% and 4.30% respectively. Moving forward, = Aluminum($/MT) 2,457.50 2,93
consensus is expecting key rates to be maintained at these levels for the rest  CPO (RM/tonne) 3,998.00 2.21

of 2023 but we will not discount possibilities of a rate cut at this juncture Source: Bloomberg, HLBB Global Markets Research
ending clarity on the state of the economy post-reopening. As it is, exports *Closing as of 17" Feb for Dow Jones, S&P 500,

P g Y y P P g » EXP NASDAQ, WTI and gold

have weakened and domestic demand will need to play a bigger role in

sustaining the economy.

Eurozone’s consumer confidence rose to the highest in a year
e Matching expectations, consumer confidence rose to -19.0 in February (Jan: -
20.7). Thisis the highest in a year, but is still well below the long-term average.




The improved sentiment, nevertheless, raised hopes that the region can dodge
a recession this year.

Production in the construction sector contracted by 2.5% m/m in December
(Nov: -0.1% m/m), with an 8.0% m/m plunge (Nov: -1.8% m/m) in Germany.

UK residential property prices recorded smallest increase on record for a

February

According to Rightmove, average asking prices for British residential property
rose at the smallest pace on record for a February, with no change (Jan: +0.9%
m/m). Asking prices usually rise at this time of the year, which marks the start
of the spring selling season and a flat average asking price indicates pricing
restraint. On a y/y basis however, asking prices were still 3.9% higher (Jan:
+6.3%).

Australia’s PMIs improved with manufacturing sector expanding

The Judo Bank Flash Australia Services PMI Business Activity Index rose to 49.2
in February (Jan: 48.6). This marked a fifth straight month of contraction in
services activity, albeit the slowest since last October. Service providers
nevertheless continued to hire to fulfil existing demand and in anticipation of
future activity growth, with sentiment across the Australian service sector
remaining positive.

The Judo Bank Flash Australia Manufacturing PMI, meanwhile, also edged up
slightly to 50.1 (Jan: 50.0), signalling a renewed expansion of the
manufacturing sector, albeit one that was only marginal. Manufacturing
output remained in contraction, but the rates at which new orders and output
declined eased from January and were mild overall. Foreign demand rose for
the first time since last November. Manufacturers were also broadly optimistic
and continued to expand their workforce capacity at a solid pace.

Malaysia’s exports growth decelerated more than expected to 1.6% in January

Exports expanded at a much slower than expected pace of 1.6% y/y in January
(Dec: +5.9% revised), marking its smallest increase since Oct-20. Imports
growth also decelerated to a 2-year low, clocking in a 2.3% y/y increase during
the month in review (Dec: +11.5% revised). The broad pullback in trade
performance, though attributable in part to seasonal factors, reinforced the
case for slowing external outlook going forward.

Exports of manufacturing products registered weaker performance overall (-
0.1% vs +4.6% y/y). The E&E sector continued to see meagre growth for a
second straight month, increasing by 4.7% y/y (Dec: +4.8%). Chemicals,
another key manufacturing sub-sector, contracted for the first time since Nov-
20. Manufacturers of metal, machinery, appliances & parts both saw double
digit declines of 34.9% and 11.9% y/y respectively, while exports of optical &
scientific equipment grew at a slower pace of 6.6% y/y. Exports of petroleum
products were the only subsector which saw quicker growth (+87.5% vs
+66.4% y/y). The agriculture sector also exerted a drag (-19.8% vs -0.2% y/y),
while the mining sector charged ahead (+50.1% vs +31.6% y/y).

House View and Forecasts

This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 103-105 101.4 100.9 99.9 98.9
EUR/USD 1.05-1.08 1.09 1.10 1.10 1.10
GBP/USD 1.18-1.21 1.22 1.23 1.23 1.23
usD/JPY 131-135 128 127 127 126
AUD/USD 0.67-0.70 0.69 0.69 0.70 0.71
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USD/MYR 4.37-4.45 4.38 4.36 4.32 4.27
USD/SGD 1.33-1.35 1.32 1.30 1.28 1.26
Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.50-4.75 4.75-5.00 4.75-5.00 4.75-5.00 4.75-5.00
ECB 3.00 3.50 3.50 3.50 3.50
BOE 4.00 4.25 4.25 4.25 4.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.35 3.60 3.60 3.60 3.60
BNM 2.75 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next

Date Events Prior

21-Feb AU RBA Minutes of Feb. Policy Meeting
JN Jibun Bank Japan PMI Mfg (Feb P) 48.9
JN Jibun Bank Japan PMI Services (Feb P) 52.3
EC S&P Global Eurozone Manufacturing PMI (Feb P) 48.8
EC S&P Global Eurozone Services PMI (Feb P) 50.8
UK S&P Global/CIPS UK Manufacturing PMI (Feb P) 47 et g LR e
UK S&P Global/CIPS UK Services PMI (Feb P) 48.7 Fixed Income & Economic Research, Global
EC ZEW Survey Expectations (Feb) 16.7 Markets
US Philadelphia Fed Non-Manufacturing Activity (Feb) -6.5 Level 8, Hong Leong Tower
US S&P Global US Manufacturing PMI (Feb P) 46.9 6, Jalan Damanlela
US S&P Global US Services PMI (Feb P) 46.8 Bukit Damansara
US Existing Home Sales MoM (Jan) -1.50% 50490 Kuala Lumpur

22-Feb AU Westpac Leading Index MoM (Jan) -0.13% Tel: 603-2081 1221
JN PPI Services YoY (Jan) 1.50% Fax: 603-2081 8936
AU Wage Price Index QoQ (4Q) 1.00% HLMarkets@hlbb.hongleong.com.my
MA Foreign Reserves $115.20
US MBA Mortgage Applications -7.70%

Source: Bloomberg



mailto:HLMarkets@hlbb.hongleong.com.my

$ HonglLeong Bank

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.




