$ HonglLeong Bank

28 February 2023

Global Markets Research

Daily Market Highlights

28 Feb: Wall Street posted modest gains

DXY stumbled; GBP and EUR rallied on deal over Northern Ireland
US pending home sales climbed the most since Jun-20; core capital goods orders jumped
Hong Kong reported biggest drop in exports in 70 years at -36.7%

e Wall Street closed Monday with modest gains after fluctuating the last stretch  Key Market Metrics

of the trading session. The S&P 500 and NASDAQ 100 bounced back to gain Level did (%)
0.3% and 0.6% d/d, while Dow Jones edged up by 0.2% d/d. Investors Equities
remained on edge after Fed Governor Philip Jefferson firmly stood by the pow Jones 32,889.09 0.22
central bank’s 2.0% inflation goal. In Europe, Stoxx 600 closed 1.1% d/d higher,  sgp 500 3,982.24  0.31
while FTSE100 gained 0.7% d/d. In Asia, both Nikkei 225 and Hang Seng slipped NASDAQ 11,466.98 0.63
0.1% d/d and 0.3% d/d Stoxx Eur 600 462.58 1.07
FTSE 100 7,935.11 0.72
e The 10-year Treasury yield declined 3bps to hover around 3.91%, while the 2- Nikkei 275 27,423.96  -0.11
year Treasury yield retreated from its near 16-year high to 4.78%, down 4bps. Hang Seng 19,043.51  -0.33
) o ] Straits Times 3,263.24  -0.58
e DXY stumbled as selling pressures emerged after hitting 105.36. The index
closed the day 0.5% d/d lower at 104.67. News of agreement between the UK KLC1 30 1A.80 008
and EU to end the Brexit trading dispute with respect to Northern Ireland,
meanwhile, supported GBP and EUR. The two currencies strengthened 0.6% X
and 1.0% d/d respectively. In Asia, JPY gained 0.2% d/d while CNH appreciated ~ Po!larindex loas7 051
by 0.3% d/d. SGD also strengthened by 0.3% d/d to 1.3465. MYR, on the other ~ EUR/USD 10609 0.58
hand, weakened 1.0% d/d to 4.4785. GBP/USD e
UsSD/IPY 136.19 -0.21
e Oil prices slid between 0.8%-0.9% d/d as strong US economic data had AUD/USD 0.6739 0.19
investors bracing for more interest rate hikes from the Fed, which could slow  USD/CNH 6.9608  -0.29
economic growth and oil demand. Losses were limited by oil supply concerns  ysp/myRr 4.4785 0.97
after Russia halted exports to Poland via a key pipeline. Price of gold, ysp/sep 1.3465  -0.30

meanwhile, rose 0.9% d/d on a pullback in USD.

Commodities
US pending home sales climbed the most since June 2020; core capital goods
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e Pending home sales climbed the most since June 2020, with sales beating all
i ; . . Gold (S/oz) 1,824.90 0.89

expectations to increase by +8.1% m/m in January (Dec: +1.1% m/m). Moving
. . L Copper (55/|V|T} 8,802.00 0.98
forward, the National Association of Realtors (NAR) expects annual existing- ‘ 236300 118

home sales to drop 11.1% in 2023 before jumping 17.7% in 2024. NAR also Aluminum(5/MT) ’

CPO (RM/tonne) 4,178.50  -0.35

predicts median existing-home prices will be stable, decreasing by 1.6% in
2023 before regaining positive traction at +3.1% in 2024.

Source: Bloomberg, HLBB Global Markets Research

e Core capital goods orders, a proxy for investment in equipment that excludes
aircraft and military hardware, improved more than expected by 0.8% m/m in
January (Dec: -0.3% m/m). This is the most in 5 months, suggesting that
businesses continue to make long term capital investments. While bookings
for machinery, computers and electrical equipment increased for the month,
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total durable goods orders plunged 4.5% m/m (Dec: +5.1% m/m), the sharpest
decline since April 2022 due to a sharp pullback in commercial aircraft.

e The Dallas Fed Manufacturing Activity worsened more than expected to -13.5
in February (Jan: -8.4). The production index, a key measure of state
manufacturing conditions, edged down to -2.8 (Jan: +0.2), the first contraction
since May 2020. Expectations regarding future manufacturing activity were
mixed. The future production index pushed further into positive at 21.3 (Jan:
+16.1), signalling output growth is expected over the next six months. The
future general business activity index was slightly negative at -2.9 (Jan: -9.1).

Eurozone’s economic confidence unexpectedly slowed; consumer
confidence continued to improve

e Eurozone’s economic confidence unexpectedly slowed to 99.7 in February
(Jan: 99.8). Nevertheless, consumer confidence continued its recovery (-19.0
vs -Jan: 20.7), improving for the fifth month in a row. Consumers were more
positive about both their households’ past and future financial situation. The
latter translated into improving intentions to make major purchases.
Consumers’ views on the general economic situation in their country
brightened markedly.

Japan’s industrial output shrank for the first time in 3 months, retail sales
stronger than expected

e Japan’s final reading of leading index was left unchanged at 97.2 for the month
of Dec (Nov: 97.7). This marks the second month of consecutive decline and
negative contributions were seen across all sub-indices with the exception of
machinery orders and consumer confidence.

e Japan’s factory output shrank for the first time in 3 months in January, worse
than consensus had anticipated at -4.6% m/m (Dec: +0.3% m/m). The drop
adds to evidence of weakness in the economy and backing BOJ’s decision to
continue with its ultra-dovish monetary policy.

e On a brighter note, retail sales rose stronger than expected at +1.9% m/m in
January, a positive sign that consumer spending remained resilient despite
being hit by higher prices.

Hong Kong reported biggest drop in exports in 70 years at -36.7%

e Hong Kong's exports plunged more than expected by 36.7% y/y in January
(Dec: -23.5% y/y). This is the biggest monthly drop in 70 years, a decline the
government partially blamed on the continued weak external environment as
well as an early Lunar New Year holiday. Declines were recorded across Asia,
with exports to Japan down 50.0% y/y, Singapore down 45.2% y/y and China -
43.7% y/y. Moving forward, slower global economic growth will continue to
pose challenges to exports in the near term, but the expected faster growth of
the Chinese economy and the lifting of cross-boundary truck movement
restrictions should alleviate part of the pressure.

House View and Forecasts

FX This Week 1Q-23 2Q-23 3Q-23 4Q-23
DXY 103-105 105 104 103 102
EUR/USD 1.05-1.07 1.05 1.06 1.06 1.06
GBP/USD 1.18-1.20 1.20 1.21 1.21 1.21
usD/JPY 133-135 134 132 132 131
AUD/USD 0.67-0.69 0.69 0.69 0.70 0.71
USD/MYR 4.45-4.50 4.40 4.36 4.30 4.25
USD/SGD 1.33-1.35 1.33 1.31 1.29 1.27




Rates, % Current 1Q-23 2Q-23 3Q-23 4Q-23
Fed 4.50-4.75 4.75-5.00 5.25-5.50 5.25-5.50 5.25-5.50
ECB 3.00 3.50 3.75 3.75 3.75
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
28-Feb UK Lloyds Business Barometer (Feb) 22
AU Retail Sales MoM (Jan) -3.90%
AU Private Sector Credit MoM (Jan) 0.30%
SI Unemployment rate SA (Jan) 2.00%
JN Housing Starts YoY (Jan) -1.70%
JN Annualized Housing Starts (Jan) 0.846m
HK Budget Balance HKD (Jan) 87.1b
AU CorelLogic House Px MoM (Feb) -1.10%
US Wholesale Inventories MoM (Jan P) 0.10%
US Advance Goods Trade Balance (Jan) -$90.3b
US House Price Purchase Index QoQ (4Q) 0.10%
US FHFA House Price Index MoM (Dec) -0.10%
US S&P Corelogic CS 20-City MoM SA (Dec) -0.54%
US MNI Chicago PMI (Feb) 44.3
US Richmond Fed Manufact. Index (Feb) -11
US Conf. Board Consumer Confidence (Feb) 107.1
US Richmond Fed Business Conditions (Feb) -10
US Dallas Fed Services Activity (Feb) -15
1-March AU Judo Bank Australia PMI Mfg (Feb F) 50.1
AU GDP SA QoQ (4Q) 0.60%
JN Jibun Bank Japan PMI Mfg (Feb F) 47.4
MA S&P Global Malaysia PMI Mfg (Feb) 46.5
VN S&P Global Vietnam PMI Mfg (Feb) 47.4
AU CPI YoY (Jan) 8.40%
CH Manufacturing PMI (Feb) 50.1
CH Non-manufacturing PMI (Feb) 54.4
CH Caixin China PMI Mfg (Feb) 49.2
EC S&P Global Eurozone Manufacturing PMI (Feb F) 48.5
UK Net Consumer Credit (Jan) 0.5b
UK S&P Global/CIPS UK Manufacturing PMI (Feb F) 49.2
US MBA Mortgage Applications -13.30%
US S&P Global US Manufacturing PMI (Feb F) 47.8
US Construction Spending MoM (Jan) -0.40%
US ISM Manufacturing (Feb) 47.4

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.




