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Global Markets Research
Daily Market Highlights

1 March: PCE prices eased as expected in the US

Jobless claims rose in the US; Weak pending home sales and MNI Chicago PMI
Nasdaq closed at record high; UST yields dipped across the curve; DXY rose slightly
All eyes US’ ISM-Manufacturing, China’s PMls and Eurozone’s CPI today

e Nasdaq closed at a record high on Thursday, gaining 0.9% d/d while S&P 500 Key Market Metrics

and Dow Jones Industrial Average rose 0.5% d/d and 0.1% d/d respectively Level did (%)
This comes after reassuring US inflation reading that not only kept rate cut  Equities
hopes alive but also recent data that shows that the Fed can cool inflation  pow Jones 38,996.39 0.12
without sending the economy into a hard landing. As it is, traders are now  sgp 500 5,096.27 0.52
pricing in a 58% chance that the Fed will cut interest rates in its June policy NASDAQ 16,091.92 0.90
meeting, up slightly from about 56% the previous day. By sector, the o = o 49 494.61 0.00
communication services, technology and consumer discretionary were the FTSE 100 7,630.02 0.07
leading gainers, while consumer staples and healthcare were the laggards. Nikkei 225 29,166.19 041
European markets also drifted higher after the US PCE print, with media, 1 300 3,516.08 o
construction and material stocks being the best performers. Asian markets

. . . ) . . Hang Seng 16,511.44  -0.15
closed mixed as investors awaited key US and China prints, while futures
suggest a cautious start on Friday. Straits Times 3,141.85 0.09
Treasury yields fell modestly across the curve in tune to 1-2bps after higher ~ KLCI 30 1,661.44 0.38
jobless claims data suggests a softening labour market, while MNI Chicago
PMI and pending home sales data slipped more than expected. The 2Y fell EX
2bps to 4.62% while the 10Y edged down 1bps to 4.25%. 10Y European DollarIndex 104.16 0.17
bond yields fell between 2-6bps. EUR/USD 1.0805 -0.30
DXY rose slightly by 0.2% d/d to close at 104.16, after sliding to as low as  GBP/USD 1.2625 -0.29
103.66 during the day. G10 currencies weakened against the greenback ysp/jpy 149.98 -0.47
save the AUD and JPY, the former driven by a slew of positive economic AUD/USD 0.6497 0.02
prints during the day and the latter after BOJ sent its strongest signals yet USD/CNH 7.2078 -0.09
about the end of the negative rates. Accordingly, BOJ board member Hajime USD/MYR 4.7428 0,59
Takata said that the central bank’s price target is finally coming into sight. EEEES 1.3456 0,04
Regional currencies, meanwhile, mostly strengthened against USD, save the
TWD, HKD and IDR. MYR was the leading gainer against the greenback,
strengthening 0.6% d/d to 4.7428 after the central bank recently guided Commodities
that the currency is undervalued. WTI (/bbl) 78.26 0.36
Oil prices retreated slightly between 0.1-0.4% d/d even after an Energy Brent(s/bbl) 8362 007
Information Administration (EIA) report that showed that oil demand is Gold ($/oz) Sl e
expected to hold steady at its 4-year high in 2024. Accordingly, domestic  Copper ($5/MT) 8,493.50 0.53
fuel consumption is expected to inch up to 20.4mb/d in 2024, just below the  Aluminum($/MT) 2,228.00 1.71

2019 levels. EIA also raised its estimate for December jet fuel demand by  cpO (RM/tonne) 4,020.00 -0.06

5%. Source: Bloomberg, HLBB Global Markets Research
* Dated as of 28 Feb for CPO

US PCE prices met consensus estimates

e Matching expectations, headline and core Personal Consumption
Expenditure (PCE) prices moderated to +2.4% vy/y and +2.8% vy/y
respectively in January (Dec: +2.6% y/y and +2.9% y/y) but accelerated on a
m/m basis to +0.3% and +0.4% (Dec: +0.1% and +0.1% m/m). Super-core




inflation, which excludes housing rents, accelerated sharply to +0.6% m/m
and +3.5% y/y (Dec: +0.3% m/m and +3.3% y/y). As it is, the strong core and
super-core readings were mainly driven by the portfolio management
category, owners’ equivalent rents and healthcare services. With both the
headline and core measures remain ahead of the Fed's goal of 2.0%, we
maintain our view that the Fed will maintain the benchmark rates in the
near term and will only start cutting rates in the June meeting.
Accompanying data also showed that personal income rose a whopping
1.0% m/m in January (Dec: +0.3% m/m) reflecting increases in social
security benefits like the cost-of-living adjustment as well as personal
dividend income due to a special dividend paid by Costco Wholesale
Corporation. Despite this, real spending growth fell 0.1% m/m (Dec: +0.6%
m/m), reflecting not only consumers feeling the pinch from the higher costs
of living, but also the ongoing shift to services over goods as the economy
normalizes from the Covid pandemic disruptions.

In the labour market, jobless claims rose for the first time in four weeks and
by more than expected by 13k to 215k for the week ended February 24 (Feb
17: -11k)). Continuing claims, which run a week behind, also rose 45k to
1905k (Feb 10: -29k). Given a recent spate of layoff announcements, this
suggests that jobless claims rise may continue going forward.

Pending home sales, a forward-looking indicator of home sales based on
contract signing, lost momentum in January as elevated mortgage rates
suppressed buyer affordability, hampered further by low inventory levels.
The Pending Home Sales Index came worse than expected, falling 4.9% m/m
and -6.8% y/y to 74.3 (Dec: +5.7% m/m and -1.0% y/y), its lowest since
November and indicating a weaker pace of pending contracts.

In terms of district performance, both the MNI Chicago PMI and Kansas City
Fed Manufacturing index came worse than expected. The former
unexpectedly declined to 2ppts to 44.0 in February, with all sub-indices
signalling contraction with the exception of prices paid, which rose at a
faster pace. The latter improved slightly to -4 (Jan: -9) and expectations for
future activity moderated, but remained slightly positive. Price growth for
raw materials slowed and finished product prices also eased, although
future increases are expected.

UK’s mortgage approvals rose to its 15-month high

The number of mortgages approved rose more than expected to its 15-
month high of 55.2k (Dec: 51.5k), the fourth monthly increase as more
cheaper loan deals became available in the market, and adding to signs that
the housing market is gathering momentum. Notwithstanding, we expect
the housing markets to remain under pressure given rates remain restrictive
and more households are expected to see an increase in repayments this
year as their fixed-rate mortgage deals expire. Accompanying data also
showed that consumer took out £1.9bn of unsecured lending such as credit
cards during the month, up from £1.3bn previously, a further sign that
households are growing in confidence as wage growth outstrips inflation

Positive economic indicators for Australia

A string of positive indicators was released in Australia. Matching
expectations, private sector credit held steady for the 4th month and grew
by 0.4% m/m in January as lending to the housing sector remained stable,
while lending to businesses and consumers picked up slightly. For the
housing market, the CorelLogic House price index also accelerated slightly to
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+0.6% m/m in February (Jan: +0.4% m/m).

Retail sales rebounded in January, but the underlying trend suggests that
growth is stalling. Sales came below expectations at +1.1% m/m, following a
sharp fall of 2.1% m/m in December and November’s +1.5% m/m bump due
to the Black Friday sales. Retail turnover is now back at a similar level to
September 2023. Turnover rebounded in all the non-food industries, led by
clothing, footwear & personal accessories, while spending in food-related
industries was boosted by the large sporting events.

Private capital expenditure topped forecasts to accelerate to + 0.8% q/q in
4Q (3Q: +0.3% q/q) as capex standing in the mining and non-mining
industries rose during the quarter. Notably driving capex spending was
investments in renewable energy infrastructure and data centres. While
investment in equipment and machinery was flat in the December quarter,
it remains at a high level.

The final Judo Manufacturing PMI was revised upwards by 0.1ppts to 47.8 in
February (Jan: 50.1), well above levels historically associated with a
recession for the industry or the broader economy. A quicker reduction in
new orders led to sharper falls in output and volumes of outstanding
business. Buying activity and employment levels also declined as a result.
Meanwhile supply constraints worsened with lead times lengthening while
average input costs rose at a quicker rate. Overall business confidence
eased.

The contraction in Japan’s housing starts worsened, unemployment rate
remained low

A mixed string of economic data from Japan. Housing starts worsened less
than expected by 7.5% y/y in January (Dec: -4.0% vy/y), but the labour
market remains favourable, with the jobless rate easing to 2.4% for the
same month (Dec: Upwardly revised 2.5%).

Weak economic data from Vietnam, inflation close to government’s target
of 4%

A slew of weaker February data from Vietnam, partially due to the timing of
the holidays but also belies hopes of strong growth as suggested by the
previous month’s data. Trade data came below expectations, with exports
unexpectedly turning contractionary at -5.0% y/y while imports weakened
more than expected to +1.8% y/y (Jan: +42.0% y/y and +33.3% y/y). In
tandem with this, production growth also slipped to -6.8% y/y (Jan: +18.3%
y/y) as contractions were observed across all the sub-industries.

Inflation, meanwhile, remained stable but close to the government’s target
at +4.0% y/y for the first two months of the year, suggesting that the central
bank will most likely stay pat for the rest of 2024. Compared to the same
period last year, inflation was driven by higher rice prices in line with the
uptick in prices of exported rice and demand during the holidays of Ong
Cong, Ong Tao and Lunar New Year, higher electricity costs as well as for
education due to the new school year.

House View and Forecasts

FX This Week 1Q-24 2Q-24 3Q-24 4Q-24
DXY 102-105 101.84 101.33 100.82 100.32
EUR/USD 1.07-1.10 1.10 1.11 1.11 1.10
GBP/USD 1.25-1.29 1.28 1.29 1.29 1.27
usb/JpY 148-152 142 140 137 134
AUD/USD 0.64-0.67 0.68 0.68 0.69 0.70
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USD/MYR 4.74-4.80 4.69 4.66 4.62 4.56
USD/SGD 1.33-1.36 1.33 1.32 1.31 1.30
Rates, % Current 1Q-24 2Q-24 3Q-24 4Q-24
Fed 5.25-5.50 5.25.5.50 5.00-5.25 4.50-4.75 4.50-4.75
ECB 4.50 4.50 4.25 3.75 3.50
BOE 5.25 5.25 5.25 5.00 4.50
BOJ -0.10 -0.10 -0.10 0.00 0.00
RBA 4.35 4.35 4.35 4.35 4.10
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
1-March JN Jibun Bank Japan PMI Mfg (Feb F) 47.2
MA S&P Global Malaysia PMI Mfg (Feb) 49
VN S&P Global Vietnam PMI Mfg (Feb) 50.3
CH Manufacturing PMI (Feb) 49.2
CH Non-manufacturing PMI (Feb) 50.7
CH Caixin China PMI Mfg (Feb) 50.8
JN Consumer Confidence Index (Feb) 38
HK Retail Sales Volume YoY (Jan) 4.80%
EC HCOB Eurozone Manufacturing PMI (Feb F) 46.1
UK S&P Global UK Manufacturing PMI (Feb F) --7.1
EC CPI Core YoY (Feb P) 3.30%
EC Unemployment Rate (Jan) 6.40%
US S&P Global US Manufacturing PMI (Feb F) 51.5
US Construction Spending MoM (Jan) 0.90%
US U. of Mich. Sentiment (Feb F) 79.6
US ISM Manufacturing (Feb) 49.1
2-March US Kansas City Fed Services Activity (Feb) -2
S| Purchasing Managers Index (Feb) 50.7
4-March JN Capital Spending YoY (4Q) 3.40%
AU Melbourne Institute Inflation YoY (Feb) 4.60%
AU Building Approvals MoM (Jan) -9.50%
EC Sentix Investor Confidence (Mar) -12.9

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.




