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Global Markets Research

Daily Market Highlights

22 Feb: Risk sentiments took a beating

Higher UST yields, geopolitical concerns, corporate earnings warnings weighed on stocks
PMlI services bounced back above 50; DXY strengthened 0.3% to 104.18
RBA policymakers weighed a 50bps rate hike
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about global economic growth outweighed supply curbs. Gold prices also
eased 0.4% m/m on USD strength.

RBA minutes: Policymakers weighed a 50bps rate hike

e Key highlights from the minutes of the Feb 7 Reserve Bank of Australia's
(RBA) policy meeting include: 1) Board discussed only two options; hiking
by 50bps or 25bps. Unlike December, there was no consideration for a
pause. 2) The board agreed that additional rate hikes were likely in the
coming months. 3) The argument for a 50bps rate hike was driven by a
pattern of upward surprises on inflation and wage, and risk that high




inflation would be persistent. 4) RBA pointed to China’s reopening as a
factor that would boost Australia’s economy more than those other nations.
It added that the nation’s elevated terms of trade and high savings buffers
as areas that differentiated the economy.

S&P Manufacturing PMIs were mixed - higher in the US and UK; weaker
in EU and Japan

The S&P Global Flash US Manufacturing PMI rose more than expected to
47.8 in February (Jan: 46.9). Although the manufacturing survey data are
showing signs of improvement, the factory sector remains in contraction,
albeit modest, and focused on inventory reduction

In Europe, the PMI unexpectedly dipped to 48.5 (Nov: 48.8), with chemical
& plastics and basic resources remained the main areas of weakness while
food & drink, household goods and industrial goods manufacturing showed
further signs of recovery. Auto making likewise continued to pull out of the
slump.

In the UK, the manufacturing sector rose more than expected to 49.2 (Jan:
47.0). Goods producers linked the rise in output to recovering client
demand, while some also noted that improving supply conditions had
helped to boost factory production. Reflecting this, the latest survey
signalled the fastest improvement in suppliers’ delivery times since June
2009.

The headline au Jibun Bank Flash Japan Manufacturing PMI fell to 47.4 in
February (Jan: 48.9), signalling a solid deterioration in the health of the
sector and one that was the sharpest in 2.5 years. The decline mainly
reflected steeper reductions in output and new orders, which both fell to
the lowest since July 2020.

S&P Services PMlIs rose above 50 across major economies

In February, the S&P Global Flash US Services Business Activity Index rose
more than expected to 50.5 (Jan: 46.8). This is the first expansion since June
2022 and partly reflected unreasonably warm weather. Some firms
continued to highlight customer hesitancy following hikes in interest rates
and inflation.

In Europe, the services sector also rose more than expected to 53.0 (Jan:
50.8). This is the second consecutive month of expansion and the strongest
since last June. A key change in the services sector was the revival of growth
in financial services activity, albeit with real estate remaining in decline, as
well as resurgent tourism & recreation and media activity.

Services sector in the UK experienced a particularly stronger than expected
upturn in business activity in February at 53.3 (Jan: 48.7). A number of
survey respondents commented on stronger demand for business services
amid an improving global economic outlook and reduced domestic political
uncertainty. However, there were also reports citing a continued squeeze
on consumer spending due to cost of living difficulties and higher borrowing
costs.

The headline au Jibun Bank Flash Japan Services Business Activity Index
signalled sustained growth in the service sector at 53.6 in February (Jan:
52.3). Services activity has now expanded for the past six months, with the
latest expansion the fastest since June2022 as the most recent wave of the
COVID-19 pandemic subsided. New order growth also quickened, while new
business from abroad increased slightly.
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US existing home sales unexpectedly fell to the lowest level since 2010
Existing home sales unexpectedly fell by 0.7% m/m in January (Dec: -2.2%
m/m). At 4.0m (Nov: 4.03m), this is also the weakest since 2010. Still, the
pace of monthly contraction has slowed and home sales are bottoming out.
Properties remained on the market for 33 days on average (Dec: 26 days),
while median selling price was just up 1.3% y/y, the smallest annual gain in
11 years.

The Philadelphia Fed Non-Manufacturing Business Outlook Survey
rebounded to 3.2 in February (Jan: -6.5). The index for general activity at
the firm level increased, while the indices for new orders and
sales/revenues remained positive but declined. The indices for employment
fell but remained positive. The prices paid and prices received indices rose,
and respondents continue to expect growth over the next six months.

Germany’s ZEW rose more than forecast

The ZEW Indicator of Economic Sentiment for Germany rose more than
expected to 28.1 in February (Jan: 16.9). The increase in expectations was
due to higher profit expectations in energy and export-oriented sectors as
well as consumer-related parts of the economy. Expectations for long-term
interest rates are also rising and the banking sector indicator reached its
highest since 2004. For the Euro area, the index rose to 29.7 (Jan: 16.7).

House View and Forecasts
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FX 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
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

22-Feb AU Westpac Leading Index MoM (Jan) -0.13%
JN PPI Services YoY (Jan) 1.50%
AU Wage Price Index QoQ (4Q) 1.00%
MA Foreign Reserves $115.20
US MBA Mortgage Applications -7.70%

23-Feb US FOMC Meeting Minutes
AU Private Capital Expenditure (4Q) -0.60%
SI CPI YoY (Jan) 6.50%
HK CPI Composite YoY (Jan) 2.00%
EC CPI YoY (Jan F) 8.50%
US Chicago Fed Nat Activity Index (Jan) -0.49
US GDP Annualized QoQ (4Q S) 2.90%
US Initial Jobless Claims 194k

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.




