$ HonglLeong Bank

21 June 2023

Global Markets Research

Daily Market Highlights

21 June: Markets await Powell’s testimony

PBoC cut lending rates by 10bps; RBA minutes said inflation risk was “finely” balanced
AUD and CNH led losses; DXY closed just above the flatline
US housing starts surged; Malaysia’s festive-skewed trade data saw smaller contractions

e Wall Street fell on Tuesday as the equities market took a breather ahead of Key Market Metrics

Fed Chair Jerome Powell’s semi-annual testimony to the Congress. The Dow Level d/d (%)
Jones Industrial Average fell 0.7%, while Nasdaq lost 0.2% d/d. S&P 500 also  Equities
slid 0.5% d/d, weighed down by energy stocks. Of note, economic bellwether pow Jones 34,053.87  -0.72
FedEx tumbled 0.8% d/d as its forecast fell short of street estimates. In  <gp 590 4,388.71 -0.47
contrast, homebuilders outperformed following a stronger-than-expected NASDAQ 13,667.29  -0.16
housing data. Stoxx Eilr 600 45932 -0.59
FTSE 100 7,569.31 -0.25
In Europe, Stoxx 600 index ended the day 0.6% d/d lower, with most sectors o
Nikkei 225 33,388.91 0.06
in the negative. FTSE 100 lost 0.3% d/d ahead of UK’s inflation data and BOE's
. .. . . . . Hang Seng 18,607.08 -1.54
monetary policy decision. Asian markets traded mixed as investors digested
, .. . . o . Straits Times 3,22023 -0.65
PBoC’s decision to cut its lending rates. CSI 300 closed 0.2% d/d lower, while 1388.3 0.07
Hang Seng index slid 1.6% d/d. Nikkei 225 reversed earlier losses and ended ~ KLCI 30 " '
the day marginally up 0.1% d/d.
EX
In the Treasuries market, the benchmark 10Y yield fell 4bps to 3.72%, while ~ Dollar Index 102.54  0.02
the 2Y dipped 3bps to 4.69%. The 10Y European bonds yield closed lower, in  EUR/USD 1.0018  -0.03
tune of 4 to 16 bps. GBP/USD 1.2765  -0.21
USD/IPY 141.47  -0.36
DXY closed just above the flatline at 102.54. AUD led losses amongst the G10 | D/USD 0.6785  -0.96
currencies, weakening 1.0% d/d after minutes from its latest monetary policy USD/CNH 7.1823 0.26
meeting showed that the central bankers considered keeping its interest BT 4.6405 0.21
rates unchanged. EUR weakened just below the flatline, while GBP
; . UsD/SGD 1.3433 0.17
depreciated 0.2% d/d. JPY, on the other hand, strengthened 0.4% d/d. In Asia,
CNH, MYR and SGD closed weaker between 0.2%-0.3% d/d each. MYR and
SGD last traded at 4.6405 and 1.3433. Commodities
WTI (S/bbl) 70.50 -1.78
Prices of oil eased in choppy trading, with Brent closing down 0.3% d/d at  Brent ($/bbl) 7590  -0.25
$75.90/barrel, while the West Texas Intermediate fell 1.8% d/d to Gold ($/oz) 1,935.50  -1.17
$70.50/barrel. It was reported that demand for physical crude firmed in  ¢5pper ($3/MT) 8,548.00 0.09
recent days amidst a flurry of buying by a giant Chinese refiner, although the 5/, minu m(S$/MT) 2,230.00 -0.49
country’s biggest oil and gas producer cut its demand forecast for 2023. On (RM/tonne) 3,779.00  0.84

the supply side, a flood of supply from Russia and Iran kept crude availability
elevated. Price of gold, meanwhile, slid 1.2% d/d.

PBoC cut loan prime rates by 10bps

In a widely anticipated move, the People’s Bank of China (PBoC) cut the 1Y
and 5Y loan prime rates by 10bps each to 3.55% and 4.20% respectively. This
comes after recent regulatory guidance allowing banks to lower interests
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they pay for deposits. While we anticipate more cuts in the reserve
requirement ratios and lending rates moving forward, we believe a more
broad-based stimulus is needed to support both the economy and the
property sector.

RBA minutes showed that inflation risk was “finely” balanced

Key highlights from latest Reserve Bank of Australia’s monetary policy
meeting minutes include: 1) The central bank considered pausing its
tightening cycle but concluded that the “finely balanced” arguments were in
favour of raising the cash rates to 4.10%. 2) Tight labour market, sticky
inflation and rising home prices were amongst the reasons for the hike. 3)
Wages growth was still consistent with the inflation target, but productivity
has not picked up adequately. 4) The recent Annual Wage Review decision of
the Fair Work Commission (FWC) to increase wages by 5.75% was higher than
what was embedded in RBA’s forecast.

US housing starts surged

Limited existing inventory, solid demand and improving supply chains helped
push housing starts to the most since 2016, exceeding all estimates at 1.6m
for the month May (Apr: 1.3m). On a y/y basis, starts surged 21.7% y/y, the
fastest pace in a year. Of note, single-family starts also rose to an 11-month
high. Overall permits, meanwhile, increased 5.2% y/y to 1.5m (Apr: -1.4%
m/m to 1.4m). Mirroring better builder sentiment, these data suggest that
housing construction in the US, at least for single-family residential
construction, may have bottomed and are stabilising.

Philadelphia’s non-manufacturing activities remained weak in June, with the
Business Outlook Survey index still in the negative territory of -16.6 (May: -
16.0). The new orders and sales/revenues indices returned to negative
territory, while employment was negative. Price pressures also eased.
Although the firms continue to expect growth over the next six months,
expectations were less widespread.

Hong Kong’s inflation rate unexpectedly eased to 2.0%

Hong Kong’s CPI unexpectedly eased to +2.0% y/y in May (Apr: +2.1% y/y).
Netting out the effects of Government's one-off relief measures, underlying
inflation held steady at +1.8% y/y. Prices of energy-related items continued
to increase sharply and those of clothing and footwear as well as meals out
and takeaway food rose visibly. Price pressures on other major components
remained broadly in check. Moving forward, domestic cost pressures are
expected to increase in tandem with economic recovery.

Malaysia’s external trade data improved but still contractionary

While the contraction in Malaysia’s trade data narrowed more than expected
in May, there is no change in our view of a negative export print going forward
on the back of lower commodity prices, below trend global economic growth
and a contraction in global semiconductor sales. Exports fell at a much
slower-than-expected pace of 0.7% y/y (Apr: -17.6% y/y), while imports
dropped 3.3% y/y (Apr: -11.1% y/y).

In May, the main drag to exports were agriculture products which worsened
to -30.9% y/y (Apr: -29.2% y/y led by palm-oil and palm-oil based products.
Exports of manufactured goods, on the other hand, posted a mild growth of
1.8% y/y (Apr: -15.5% y/y) mainly contributed by petroleum products,
machinery, equipment and parts as well as electronics and electrical goods.
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Imports, meanwhile, improved across the board although imports of
intermediate goods remained in contractionary mode at -12.3% y/y (Apr:

24.2%vy/y).

House View and Forecasts
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FX This Week 2Q-23 3Q-23 4Q-23 1Q-24
DXY 101-104 100.97 99.96 97.96 96.98
EUR/USD 1.07-1.11 1.10 1.11 1.12 1.13
GBP/USD 1.25-1.29 1.24 1.25 1.24 1.24
usD/JPY 139-143 131 130 128 128
AUD/USD 0.67-0.70 0.68 0.68 0.69 0.70
USD/MYR 4.58-4.65 4.39 4.35 4.31 4.28
USD/SGD 1.33-1.35 1.31 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 4.00 4.00 4.25 4.25 4.25
BOE 4.50 4.75 4.75 4.75 4.75
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 4.10 4.10 4.10 4.10 4.10
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
21-June AU Westpac Leading Index MoM (May) -0.03%
UK CPI YoY (May) 8.70%
UK PPI Output NSA YoY (May) 5.40%
UK House Price Index YoY (Apr) 4.10%
UK CBI Trends Total Orders (Jun) -17
US MBA Mortgage Applications 7.20%
22-June MA Foreign Reserves $112.7b
UK Bank of England Bank Rate 4.50%
US Chicago Fed Nat Activity Index (May) 0.07
US Initial Jobless Claims 262k
US Existing Home Sales (May) 4.28m
US Leading Index (May) -0.60%
EC Consumer Confidence (Jun P) -17.4
US Kansas City Fed Manf. Activity (Jun) -1
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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.




