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Daily Market Highlights

22 May: Stalled debt ceiling talks sent markets lower

Equities, bonds and DXY fell after pause on debt ceiling talks
Moderately dovish statement from Powell; Yellen: more banking mergers may be needed
Japan’s inflation still above 2% target; Malaysia’s exports contracted most since May-20

e Wall Street opened Friday higher but turned negative after GOP negotiators Key Market Metrics

halted ongoing debt ceiling negotiation. The Dow Jones Industrial Average Level did (%)
closed the day 0.3% d/d lower, the S&P 500 slipped 0.1% d/d while Nasdaq  Equities
Composite slid 0.2% d/d. A slump in bank shares also weighed down on the  pow Jones 33,426.63 -0.33
markets after a CNN report that Treasury Secretary Janet Yellen told banks  sgp 500 4,191.98  -0.14
that more mergers may be necessary. In Fed speak, Federal Reserve Chair NASDAQ 12,657.90 -0.24
Jerome Powell said that stresses in the banking sector could mean that “our ¢, . 600 468.85 0.66
policy rate may not need to rise as much as it would have otherwise to FTSE 100 7,756.87 0.19
achieve our goals.” Nikkei 225 30,808.35 0.77
_ Hang Seng 19,450.57  -1.40
In Europe, Stoxx 600 closed up 0.7% d/d, while FTSE 100 was up 0.2% d/d. Straite Times 3,202.59 T
Tesco shares traded 0.6% d/d lower after the supermarket chain said <Ll 30 1,428.54 0.04
Chairman John Allan would step down on June 16, following reported
allegations of inappropriate behavior. German stocks extended the previous
day’s gains, with the DAX index climbing 0.7% d/d to close at 16,334, an all- =
time high amidst cautious economic optimism after a strong earnings season, Dollar Index 103.20 03
even as German PPl producer prices unexpectedly rose m/m. In Asia, Japan S 10809 032
stocks marked its best week since October as the Nikkei 225 rose 0.8% and ~ GBP/USD 1.2445 028
closed at 30,808, highest since 1990 as the G-7 meeting was underway. Hang ~ USD/JPY 137.98  -0.53
Seng, on the other hand, fell 1.4% d/d. AUD/USD Lernl e
USD/CNH 7.0247 -0.35
The debt limit angst also sent the Treasuries market into another session of  usp/myRr 4.5378 0.00
losses. The 2Y UST yield edged up 1bps to 4.27%, while the 10Y rose 3bpsto  ysp/sGp 1.3444  -0.26
3.67%. The 10Y European bonds yield closed mixed, between -5 to +13bps.
: iti
DXY was jumpy, falling to as low 103.00 before paring some of its losses to WTI ($/bbl) 71.55  -0.43
close 0.4% d/d lower at 103.20, pressured by the pause in debt ceiling Brent ($/bbl) 75.58 037
negotiation as well as a moderately dovish stance by Powell. EUR and GBP
o . . Gold ($/0z) 1,981.60 1.11
strengthened by 0.3% d/d each, while in Asia, JPY appreciated by 0.5% d/d to
137.98, having weakened to 138.73 earlier. CNH weakened to its lowest since Copper (55/MT) 529190 oo
Aluminum($/MT) 2,283.50 0.00
December to 7.0750 but closed 0.4% d/d stronger at 7.0247. MYR closed flat 3.690.00 065

at 4.5378, while SGD strengthened 0.3% d/d at 1.3344.

Prices of oil slid 0.4% d/d, but gold got a lifeline from renewed banking jitters
and stalled debt talk, lifting price up 1.1% d/d.

UK consumer confidence continued to recover

Despite persistent cost of living pressures, GfK’s Consumer Confidence Index
continued to recover for the fourth month, matching expectations and rising
to -27 in May (Apr: -30). While the index is still deep in negative territory, the
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upper trajectory signals a stronger underlying financial picture. Confidence in
personal finances over the coming 12 months saw a 5-points jump to -8,
expectations for the general economic situation over the next year increased
4 points to -30m while the major purchase index, an indicator of confidence
in buying big ticket items, also rose 4 points to -24.

According to Rightmove, UK house prices grew at a faster pace of +1.8% m/m
in April (March: +0.2% m/m) in a sign of stabilisation in the property market.
On a y/y basis however, price growth decelerated for the fourth consecutive
month to +1.5% (March: +1.7%).

Japan’s inflation remained above BOJ’s 2% target

Although matching expectations, Japan’s core prices excluding fresh food
accelerated to +3.4% y/y in April (March: +3.1% y/y). Stripping both fresh
food and fuel, a proxy of demand driven inflation. prices also picked up to
+4.1% y/y (March: +3.8% y/y), the fastest pace since September 1981, while
services inflation registered its first monthly increase at +0.2% m/m (March:
0). The latter suggests that rising labour costs may be starting to feed into
broader prices. With the latest data suggesting that price hikes are
broadening, this has cast doubt on whether the BOJ’s 2% target is achievable
and leaves little room for BOJ to maintain its ultra-loose policy.

Japan’s core machinery orders unexpectedly fell 3.5% y/y and 3.9% m/m in
March (Feb: +9.8% y/y and -4.5% m/m). Of note, the m/m contraction was
worse for the non-manufacturing sector, mainly due to contractions in the
mining, transportation, telecommunication as well as retail sectors.
Nevertheless, moving forward, the Cabinet Office expects private-sector
orders, excluding volatile ones, to rise by 4.6% q/q in 2Q.

Malaysia: softer than expected external trade data

Malaysia exports registered a steeper 17.4% y/y fall in April (Mar: -1.4% y/y),
marking its biggest decline since May-20 and came in way below ours as well
as market consensus estimates. Imports also saw a bigger than expected
decline of 11.1% y/y (Mar: -1.8% vy/y), as slower external demand and
moderating domestic demand took a toll on imports of intermediate and
consumption goods. While we took cognizance of the shorter working month
in April in observation of Hari Raya festivities, the bigger than expected
month-on-month contraction of 18.7% for exports and 10.1% for imports,
offered telltale signs of a faster than expected softening in growth outlook
going into 2Q and beyond.

House View and Forecasts

FX This Week 2Q-23 3Q-23 4Q-23 1Q-24
DXY 102-104 100.97 99.96 97.96 96.98
EUR/USD 1.07-1.09 1.10 1.11 1.12 1.13
GBP/USD 1.23-1.25 1.24 1.25 1.24 1.24
usD/IpY 136-140 131 130 128 128
AUD/USD 0.66-0.67 0.68 0.68 0.69 0.70
USD/MYR 4.50-4.55 4.39 4.35 431 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 3.75 4.00 4.00 4.00 4.00
BOE 4.50 4.75 4.75 4.75 4.75
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.85 3.85 3.85 3.85 3.85
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BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research

Up Next

Date Events Prior

22-May CH 5-Year Loan Prime Rate 4.30%
CH 1-Year Loan Prime Rate 3.65%
MA Foreign Reserves $114.4b
HK CPI Composite YoY (Apr) 1.70%
EC Consumer Confidence (May P) -17.5

23-May AU Judo Bank Australia PMI Mfg (May P) 48
AU Judo Bank Australia PMI Services (May P) 53.7
JN Jibun Bank Japan PMI Mfg (May P) 49.5
SI CPI YoY (Apr) 5.50%
EC HCOB Eurozone Manufacturing PMI (May P) 45.8 Hong Leong Bank Berhad
EC HCOB Eurozone Services PMI (May P) 56.2 Fixed Income & Economic Research, Global
UK S&P Global/CIPS UK Manufacturing PMI (May P) 47.8 Markets
UK S&P Global/CIPS UK Services PMI (May P) 55.9 Level 8, Hong Leong Tower
US Philadelphia Fed Non-Manufacturing Activity (May) -22.8 6, Jalan Damanlela
US S&P Global US Manufacturing PMI (May P) 50.2 Bl PR ArEETE
US S&P Global US Services PMI (May P) 53.6 50490 Kuala Lumpur
US New Home Sales MoM (Apr) 9.60% Tel: 603-2081 1221
US Richmond Fed Manufact. Index (May) -10 Fax: 603-2081 8936
US Richmond Fed Business Conditions (May) -27
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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.




