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Daily Market Highlights

25 May: Risk-off mood amid lingering debt ceiling saga

FOMC: Higher probability policy rates peaking; peak rates to be maintained until Jan 2024
UK inflation eased much less than expected to +8.7%; core CPl unexpectedly accelerated
Singapore’s 1Q GDP revised higher; no change to full year growth forecast

e The Dow lJones Industrial Average fell for a fourth straight day as US Key Market Metrics

lawmakers struggled to reach a debt ceiling deal, heightening worries of a Level did (%)
potential default. The Dow dropped 0.8%, the S&P 500 lost 0.7%, while  Equities
Nasdaq Composite edged 0.6% d/d lower. House Speaker Kevin McCarthy said  pow Jones 32,799.92  -0.77
in a press conference that negotiators remain at odds on spending caps, and  sgp 500 4,115.24  -0.73
said that the standoff was not his fault. Stocks hovered near their lows even NASDAQ 12,484.16  -0.61
as minutes released from the FOMC meeting signalled more “uncertainty” as ¢, t.r 600 457.65  -1.81
to whether the central bank should hike again in June. The tail-end of earnings .. ;- 762740  -1.75
season stretched on with Nvidia posting results after the bell, with the ... . ¢ 30,682.68  -0.89
semiconductor giant soared after it topped estimates driven by Al chip Hang Seng 19,115.93  -1.62
demand.
Straits Times 321421 -0.12
- ) KLCI 30 1,409.62  -0.14
European markets were also rattled by the debt ceiling drama, sending Stoxx
600 and FTSE 100 down 1.8% d/d each. In Asia, Hang Seng and Nikkei 225
posted their second-straight daily losses, closing down 1.6% and 0.9% d/d EX
respectively. SEms e 10389 032
EUR/USD 1.0750 -0.19
UST yields rose, with the 2Y up 11bps at 4.38%, while the 10Y climbed 5bpsto ~ GBP/USD e
3.74%. The 10Y European bonds yield closed mixed, between -4 to +5bps. UsD/JPY 139.47 063
AUD/USD 0.6544  -1.00
DXY hit a 2-months high of 103.91 before closing at 103.89 or up 0.4% d/d on  USD/CNH 7.0661 0.02
increasingly hawkish Fed views. GBP weakened 0.4% d/d to a 1-month low of  usp/mYR 4.5935 0.46
1.2365 despite data showing British inflation slowed by much less than ysp/sep 1.3495 0.17
markets had expected. Similarly, EUR also depreciated by 0.2% d/d/. In Asia,
o . .
JPY closed 0.6% d/d weaker, while CNH closed flattish. MYR and SGD G fiti
depreciated by 0.5% and 0.2% d/d respectively at 4.5935 and 1.3495 ($/bbl) 74.34  1.96
respectively. Brent ($/bbl) 78.36 1.98
. . ) Gold (5/0z) 1,964.60 -0.50
Oil prices rose 2.0% d/d after an EIA report showed a large drawdown in US
] : Copper ($$/MT) 7,901.50  -2.47
crude inventories and on prospects of further OPEC+ output cuts after the
. L ) . . o Aluminum($/MT) 2,205.00 -0.99
Saudi Energy Minister’s warning. Gold, on the other hand, slipped 0.5% d/d as
3,610.50  -1.90

the Dollar firmed.

FOMC minutes showed that Fed officials were less confident on the need for
more rate hikes

Key highlights from the latest FOMC minutes include: 1) Fed officials assigned
a much higher probability to the peak federal funds rate being between 5.00-
5.25%, with some seeing the need for more tightening. In this context, some
officials commented that returning inflation to 2% could continue to be
unacceptably slow. 2) Officials expect the peak rate to be maintained through
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the January 2024 FOMC meeting, implying a rate cut is not on the drawing
board 3). Officials expressed uncertainty about how much more policy
tightening may be appropriate, with many participants focused on the need
to retain optionality, suggesting a more data approach. 4) Real GDP expected
to decline modestly in 4Q and 1Q of 2024, with upside risks should the
banking-sector stress abate more quickly. 5) Some participants noted
concerns that the debt ceiling might not be raised in a timely manner.

US mortgage rates rose to a more than 2-months high of 6.69%, reducing
home purchase and refinance activities. Consequently, mortgage applications
fell for the second week by 4.6% w/w for the week ended May 19 to the
lowest level since March (May 12: -5.7% w/w).

UK inflation exceeded all estimates

Although registering a single-digit print for the first time in eight months, UK’s
inflation rate topped all estimates to increase by +8.7% y/y in April (March:
+10.1% vy/y), while core CPl unexpectedly accelerated to +6.8% y/y (March:
+6.2% y/y). The easing in inflation mainly reflected softening prices for gas
and electricity due to base effect, but this was partially offset by upward price
pressures from recreation and culture, mobile phone bills, higher tobacco
duties and increases in second-hand cars. Food prices, meanwhile, held near
its 45-year high at +19.1% y/y as BOE blamed it on hedging by producers. With
the inflation rate sticker than expected, there is no change in our call that BOE
will raise the bank rate by another 25bps to 4.75% when they next meet on
22-June.

Separate data showed that PPl output and input prices softened sharper than
expected to +5.4% y/y (March: 8.5% y/y) and +3.9% y/y (March: 7.3% y/y) led
by prices for metals and non-metallic minerals as well as petroleum products,
while the House Price Index decelerated more than expected to +4.1% y/y in
March (Feb: +5.8% y/y). This marks the 5™ consecutive month of deceleration
with London registering the slowest y/y growth.

In the manufacturing sector, the CBI trends total orders improved more than
expected to -17 in May (Apr: -20). Although at a 3-months high, reading at this
level suggests subdued order book balance and is below the historic average
of -13. Of note, the better performance was also underpinned by past
performance, namely volume of output past 3 months.

Australia’s Westpac Leading Index dipped 0.03%

Australia’s Westpac Leading Economic Index, fell 0.0.3% m/m in April (March:
+0.01% m/m). In tandem with this, the index worsened to -0.8% on a 6-month
annualized basis (March: -0.7%), weighed down by the RBA commodity prices
as well as yield spread sub-indices.

Singapore’s 1Q GDP revised upwards to +0.4% y/y

Singapore’s 1Q GDP Singapore’s 1Q GDP was revised upwards to +0.4% y/y in
1Q (Initial: +0.1% y/y vs 4Q: +2.1% y/y), while its q/q contraction was less than
it had initially estimated at -0.4% (Initial: -0.7% q/q vs 4Q: +0.1% q/q). Both
data was better than consensus estimates. At the same time, the Ministry of
Trade and Industry (MTI) maintained its 2023 GDP growth forecast at “0.5%
to 2.5%"” but added that growth will likely to come in at around the mid-point
of the range.
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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 4.54-4.60 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
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Prior
25-May US Initial Jobless Claims 242k
US Continuing Claims 1799k
US GDP Annualized QoQ (1QS) 1.10%
US Chicago Fed Nat Activity Index (Apr) -0.19
US Pending Home Sales MoM (Apr) -5.20%
US Kansas City Fed Manf. Activity (May) -10
25-31May VN CPI YoY (May) 2.81%
VN Exports YoY (May) -17.10%
VN Imports YoY (May) -20.50%
VN Trade Balance (May) $1510m
VN Industrial Production YoY (May) 0.50%
VN Retail Sales YoY (May) 11.50%
26-May JN Tokyo CPI YoY (May) 3.50%
JN PPI Services YoY (Apr) 1.60%
AU Retail Sales MoM (Apr) 0.40%
MA CPI YoY (Apr) 3.40%
Sl Industrial Production SA MoM (Apr) 9.30%
UK Retail Sales Inc Auto Fuel MoM (Apr) -0.90%
US Personal Income (Apr) 0.30%
US Wholesale Inventories MoM (Apr P) 0.00%
US Advance Goods Trade Balance (Apr) -$84.6b
US Personal Spending (Apr) 0.00%
US Real Personal Spending (Apr) 0.00%
US Retail Inventories MoM (Apr) 0.70%
US Durable Goods Orders (Apr P) 3.20%
US PCE Deflator YoY (Apr) 4.20%
US Durables Ex Transportation (Apr P) 0.20%
US Cap Goods Orders Nondef Ex Air (Apr P) -0.60%
US U. of Mich. Sentiment (May F) 57.7
US U. of Mich. 1 Yr Inflation (May F) 4.50%
US U. of Mich. 5-10 Yr Inflation (May F) 3.20%
US Kansas City Fed Services Activity (May) 7
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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.




