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Global Markets Research

Daily Market Highlights

29 May: Sticky prices raised rate hike bets for US

2Y UST yields rose on uptick in consumer spending and PCE prices
Bets of a Washington deal sent markets higher; a deal was sealed on Saturday
Continued moderation in Malaysia’s CPIl and services inflation

e Wall Street climbed on Friday as investors grew hopeful that lawmakers will ~ Key Market Metrics

reach a deal to raise the US debt ceiling. On Saturday, President Biden and Level d/d (%)
House Speaker McCarthy have reached a deal in principle, paving the way for  Equities
Congress approval next. The Dow Jones Industrial Average added 1.0% d/d, Dow Jones 33,093.34 1.00
S&P 500 closed 1.3% d/d higher but Nasdag Composite led gains at +2.2%  sgp 500 4,205.45 1.30
d/d. Chips stocks drove gains during the session on optimism surrounding  Naspaq 12,975.69 219
artificial intelligence (Al) after Nvidia’s positive earnings. Marvel Technology Stoxx Eur 600 461.41 1.15
led the rally, jumping 32.5% after reporting earnings that beat expectations. ETSE 100 7,627.20 0.74
_ N Nikkei 225 30,916.31  0.37
e The European and Asian markets also mostly rode the positive momentum Hang Seng 18.746.92  -1.93

on Friday, with Stoxx 600 and FTSE100 up 1.2% and 0.7% d/d respectively.
Nikkei 225 also advanced 0.4% d/d, while Hang Seng was closed for trading.

Straits Times 3,207.39 -0.01

KLCI 30 1,402.98 0.04
e Inthe treasuries market, 2Y UST yields edged higher for the 12t session, the
longest streak of gains in more than 5 years boosted by an uptick in consumer EX
spending and PCE price data. The 2Y rose 3bps to 4.56%, but the 10Y fell 2bps ~ D°!larIndex il et
to 3.80%. The 10Y European bonds yield closed mixed between -4 to +6bps. ~ EUR/USD L
GBP/USD 1.2344 0.19
e  DXY trimmed its losses after the PCE prices topped estimates, closing the day ~ USD/JPY 140.60 0.39
just below the flatline at 104.21 after dipping to an intra-day low of 103.95. AUD/USD 0.6517 0.18
EUR and GBP struggled to recoup recent losses against the Dollar. EUR closed  ysp/cNH 7.0739 -0.25
flattish, but GBP regained some ground to close 0.2% d/d higher after British USD/MYR 4.6003 -0.57
consumers picked up spending in April. In Asia, JPY weakened 0.4% d/d to USD/SGD 1.3522  -0.18
140.60, but CNH strengthened 0.3% d/d. SGD strengthened 0.2% d/d to
1.3522, despite its factory output data coming in worse than expected. Commodities
Similarly, MYR was 0.6% d/d stronger at 4.6003. WTI ($/bbl) e s
Brent (S/bbl) 76.95 0.90

e  Oil prices rose between 0.9%-1.2% d/d as the US closed in on the debt deal,
while gold wobbled and closed just above the flatline as sticky inflation drove
up US rate hike bets.

Gold (S/oz)
Copper (S$$/MT)
Aluminum($/MT) 2,237.50 0.29

CPO (RM/tonne) 3,539.50 1.10
Source: Bloomberg, HLBB Global Markets Research

1,944.30 0.03
8,135.00 2.17

US PCE prices accelerated; durable goods beat expectations on defense
aircrafts

e Latest PCE price print showed why inflation remains a concern for the Fed.
Headline prices accelerated more than forecast to +4.4% y/y in April (March:
+4.2% y/y), while core unexpectedly picked up to +4.7% y/y (March: +4.6%
y/y). Price increases were spread almost evenly, with goods rising 0.3% m/m
and services up 0.4% m/m. Combined with a strong wage growth and
consumer spending data, this suggests that demand-pull inflation may stay

sticky in the near term. Personal income matched expectations but




accelerated to 0.4% m/m (March: +0.3% m/m, while personal spending
remained robust and grew more than expected at 0.8% m/m (March: +0.1%
m/m). Of note, households continued to spend not only on services but also
durable goods, namely motor vehicles and parts.

The University of Michigan’s Sentiment index was revised upwards by 1.5ppts
to 59.2 in May (Apr: 63.5). Nonetheless, the 6.8% m/m sentiment decline
erased nearly half of the gains achieved after the all-time historic low from
last June and mirrored the plunge during the 2011 debt ceiling crisis. Both the
year-ahead economic outlook and long-run expectations plunged double
digit, indicating that consumers are concerned that any recession to come
may cause lasting pain. In terms of inflationary expectations, both the 1Y and
5-10Y were revised lower to 4.2% and 3.1% (Apr: 4.6% and 3.0%), but
remained elevated.

Lifted by defense aircraft and parts, durable goods orders beat expectations
to expand by 1.1% m/m in April (March: +3.3% m/m). Most other large
segments, however, posted declines suggesting uneven spending going
forward. Of note, non-defense aircrafts and parts plunged 8.3% m/m as
Boeing’s orders fell to 34 from 60 previously, but these were partially
supported by higher orders for machinery (+1.0% m/m vs March: -0.2% m/m).
More importantly, non-defense capital goods shipments ex aircraft, which
feeds into GDP calculations, posted a modest gain of +0.5% m/m (March: -
0.2% m/m).

In another sign of robust domestic demand, US trade deficit widened more
than expected to $96.8bn in April (March: $82.7bn) as imports rose 1.8%
m/m (March: -1.9% m/m), while exports plunged 5.5% m/m (March: +2.1%
m/m). The former was driven by imports of automatic and consumer goods,
pointing to steady consumer spending.

Kansas City Fed Services Activity eased slightly but remained positive at 3 in
May (Apr: 7). Expectations for future activity also eased, and a majority of
firms are expecting cost increases to be similar to or slightly less than last
year. Of note, the decrease in revenue and sales was driven mostly by
declines in wholesale trade, retail trade, autos, and transportation sectors.
In its latest annual review, the International Monetary Fund (IMF) slightly
raised its GDP forecast by 0.1ppts to 1.7% for 2023 but maintained its 2024’s
forecast at 1.0%. At the same time, inflation is expected to remain near 4.0%
in 2023 before slowing to below 3.0% in 2024. The unemployment rate is
projected to tick up slightly to 3.8% in 2023 then rise further to 4.4% in 2024.
In its accompanying statement and press conference, IMF officials said that
the US economy has proven resilient but warned of headwinds from higher
interest rates which could reveal larger, more systemic balance sheets in
banks as well as the ongoing stalemate in the US over raising borrowing limits
before a June 1 deadline.

UK retail sales rebounded more than expected

Retail sales rose more than expected by +0.5% m/m in April (March: -1.2%
m/m), driven by a rebound in non-food as well as food stores sales. The
former rose by 1.0% m/m following a fall of 1.8% m/m in March when poor
weather conditions affected sales. Food stores sales also rose by 0.7% m/m
(March: -0.8% m/m) but were still 2.7% below their February 2020 pre-COVID
levels, suggesting the consumer spending remained under pressure due to
the higher inflation and interest rates.

$ HonglLeong Bank




Signs of Australia’s retail sales plateauing

Australia’s retail sales plateaued in April, unexpectedly staying flat (March:
+0.4% m/m) as consumers spent less on discretionary goods in view of cost-
of-living pressures and higher interest rates. Spending was also partially
supported by increased spending on winter clothing due to cooler and wetter
weather and consequently, clothing, footwear, and personal accessory
retailing as well as department stores were the only retail segment to
increase during the month.

China’s industrial profits tumbled 20.6% YTD

China industrial profits slumped 20.6% y/y in the first four months of 2023
(1Q: -21.4% y/y), as companies continued to struggle with margin pressures
amidst deepening producer price deflation as well as soft demand. Moving
forward, more policy support and stimulus will be needed to restore and
export demand as well as to boost business confidence.

Singapore’s factory output worse than expected as contraction in
electronics deepened

Mirroring the weak NODX, Singapore’s manufacturing output weakened
more than expected by -1.9% m/m and -6.9% y/y in April (March: +9.7% m/m
and -3.8% y/y). This marks the 8™ month of contraction with most clusters
recorded declines. Of note, the contraction in electronics output worsened
to -8.7% y/y (March: -7.6% y/y) on the back of declining demand.

Continued moderation in Malaysia’s CPI

Malaysia’s headline inflation retreated for a 2nd straight month, to 3.3% y/y
in April (Mar: +3.4% y/y), as expected. This marked a fresh low since June
2022, as the increase in prices moderated in seven out of the twelve
subcategories, including the heavy-weight food & beverages and transport
sectors. Meanwhile, four categories saw steady increases while one,
miscellaneous goods and services, saw a bigger increase of 2.5% y/y (Mar:
+2.1% y/y).

In addition to the moderation in headline CPI, core CPI and services CPI also
increased at a softer pace for the 2nd straight month, by 3.6% and 3.9% y/y
respectively in April, down from +3.8% and +4.0% y/y in March. All these
added to signs inflationary pressure is slowly but surely abating, although
readings remain at above-average levels. On a month-on-month basis, CPI
rose 0.1% m/m in April, maintaining the pace seen in March (+0.1% m/m).

House View and Forecasts

FX This Week 2Q-23 3Q-23 4Q-23 1Q-24
DXY 103-106 100.97 99.96 97.96 96.98
EUR/USD 1.06-1.08 1.10 1.11 1.12 1.13
GBP/USD 1.22-1.25 1.24 1.25 1.24 1.24
usD/IpY 138-140 131 130 128 128
AUD/USD 0.64-0.66 0.68 0.68 0.69 0.70
USD/MYR 4.54-4.65 4.39 4.35 431 4.28
USD/SGD 1.34-1.37 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
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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 Events Prior
29-May JN Leading Index CI (Mar F) 97.5
HK Exports YoY (Apr) -1.50%
VN CPI YoY (May) 2.81%
VN Exports YoY (May) -17.10%
VN Imports YoY (May) -20.50%
VN Trade Balance (May) $1510m
VN Indu§trial Production YoY (May) 0.50% Hong Leong Bank Berhad
VN Retail Sales YoY (May) 11.50%
29 May - 9 Fixed Income & Economic Research, Global
June EC OECD Publishes Economic Outlook Markets
30-May JN Jobless Rate (Apr) 2.80% Level 8, Hong Leong Tower
AU Building Approvals MoM (Apr) -0.10% 6, Jalan Damanlela
EC Consumer Confidence (May F) -17.4 Bukit Damansara
EC Economic Confidence (May) 99.3 50490 Kuala Lumpur
US FHFA House Price Index MoM (Mar) 0.50% Tel: 603-2081 1221
US S&P CoreLogic CS US HPI YoY NSA (Mar) 2.05% Fax: 603-2081 8936
US Conf. Board Consumer Confidence (May) 101.3 HLMarkets@hlbb.hongleong.com.my
US Dallas Fed Manf. Activity (May) -234

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.




