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Global Markets Research
Daily Market Highlights

02 Feb: FOMC and BOE stood pat

Fed shifted to neutral stance and pushed back on rate cuts; BOE stayed slightly hawkish
Manufacturing PMis suggests that the sector may be stabilising although weak
US labour data suggests softer wage growth; hotter-than-expected Eurozone’s CPI

e The three major US equity indices gained between 1.0-1.3% d/d, recovering Key Market Metrics
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conference dampened investor hopes for a rate cut as soon as March. Equities
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In the Treasury market, yields fell across the curve led by the long end. The 2Y  gur/usD 1.0872 0.50
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Chairman Jerome Powell said that a move in March was unlikely. The DXY USD/CNH 7.1878 0.01
initially bounced on Powell’s comments but weakened on Thursday ahead of ST 47300 0.08
the key non-farm payroll data on Friday. The greenback was also dragged
lower by tumbling UST yields on renewed jitters over US regional banks. Those USD/SGD 13366 031
concerns may have boosted the safe haven JPY (+0.3% d/d). European
currencies strengthened in tune to 0.4-0.5% d/d, with EUR supported by Commodities
higher-than-expected CPI prints and GBP by BOE Governor Andrew Bailey’s ~WT! ($/bbl) G e
comments that officials need to see more evidence that inflation is set to fall  Brent ($/bbl) 78.70 -3.68
all the way to the 2% target and stay there. Gold (5/0z) 2,053.00 0.22

Oil prices retreated between 2.7-3.7% d/d as traders assessed conflicting 8,534.50 -0.86
reports on progress to the agreement to pause the Israel-Hamas war. On the
fundamental front, OPEC+ delegates said that members will decide in March
whether to extend their output cuts in 2Q, while BP’s Whiting refinery was
shut down after a power outage. The refinery is one of the largest users of

Canadian oil in the US.

Copper ($5/MT)
Aluminum($/MT) 2,247.00 -1.45
CPO (RM/tonne) 3,832.50  -3.43

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 30 Jan for CPO, Dated as of 31 Jan for
KLCI, USD/MYR

FOMC maintained Fed funds rate, shifted to neutral stance and pushed back
on rate cuts
As widely expected, the Federal Open Market Committee (FOMC) maintained




the target range for the federal funds rate at 5.25-5.50%. Key highlights from
the statement and press conference includes: 1) In describing the economic
landscape, the statement shifted from “having slowed” to “expanding at a
solid pace” but added that the economic outlook is uncertain. 2) Description of
risks has changed from inflation previously to “the risks to achieving its
employment and inflation goals are moving into better balance.” 3) Removal
of tightening bias - Phrase of “In determining the extent of any additional
firming” previously was replaced with “In considering any adjustments to the
target range for the federal funds rate.” 4) In laying the condition for a rate
cut, the committee does not expect it will be appropriate to reduce the target
range until it has gained “greater confidence that inflation is moving
sustainably towards 2 percent.” 5) In the press conference, Fed Chair Jerome
Powell said that" | don't think it's likely that the committee will reach a level of
confidence by the time of the March meeting."

BOE maintained Bank Rate with a 6-3 majority

As widely expected, the Bank of England (BOE) kept its bank rate unchanged at
5.25%. Key highlights from the statement and press conference includes: 1)
The decision was based on a majority of 6-3, with 2 members preferring to
increase the policy rate, and 1 preferring to cut. 2) The further tightening bias
was dropped and replaced with “the Committee would keep under review for
how long Bank Rate should be maintained at its current level”. 3) The
statement also said that “monetary policy will need to remain restrictive for
sufficiently long to return inflation to the 2% target.” 4) BOE expects inflation
to fall temporarily to the 2% target in 2Q before increasing again in 3Q and 4Q.
5) Governor Andrew Bailey, in his press conference added that the second-
round effects of domestic price and wage increases will take longer to unwind.

S&P manufacturing PMIs improved albeit still contractionary for the majors;
signalising that the sector may be stabilising

The final US Manufacturing PMI was revised upwards by 0.4ppts to 50.7 in
January (Dec: 47.9), the strongest improvement in operating conditions since
September 2022. Driving the uptick was a renewed expansion in new orders,
the quickest since May 2022. That said, improved demand conditions were
domestically focused, as new export orders continued to fall.

The final Eurozone Manufacturing PMI was left unchanged at 46.6 (Dec: 44.4),
its highest in 10 months. With factory output and new orders declining,
although at the softest rates since last April, the sector downturn could stretch
into the rest of the quarter. On a positive note, PMI has improved for three
consecutive months.

The final UK Manufacturing PMI was revised downwards by 0.3ppts to 47.0 in
January (Dec: 46.2). Four out of the five PMI sub-components contracted
during the month, and was widespread across the three industries.
Manufacturers also experienced rising supply chain difficulties due to the Red
Sea crisis.

The final Japan Manufacturing PMI was left unchanged at 48.0 in January (Dec:
47.9), as depressed economic conditions domestically and globally weighed
heavily on the sector. Concerns remained over activity in upcoming months
and manufacturers signalled the sharpest depletion in outstanding business
since August 2020.

Australia’s manufacturing sector stabilised at the start of 2024, despite the
final PMI revised downwards 0.2ppts to 50.1 in January (Dec: 47.6). The jump
in output and new orders eased concerns that a manufacturing sector
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recession was developing, and in tandem with this, business confidence also
improved.

Matching expectations, the Caixin China Manufacturing PMI held steady at
50.8 in January. This marks the first time since May 2021 that the index has
remained in the expansion zone for three straight months. Total new orders
remained above 50 for 6 consecutive months, while new export orders grew
for the first time in 7 months. On the flip side, supply continued to outpace
demand, employment continued to decline and price levels remained weak.
The S&P Global Malaysia PMI improved to 49.0 in January (Dec: 47.9), its
highest reading since September 2022 and signalling that the worst of the
slowdown has passed. Amid the softer reduction in new orders, firms also
indicated the slowest depletion in backlogs since August 2022, suggesting that
capacity pressures are starting to build on manufacturing firms. Firms also
reported further softening in price pressures.

The S&P Global Vietnam Manufacturing PMI rebounded to above the 50-
threshold in January (50.3 vs 48.9). This is the first improvement in 5 months,
led by new orders and production. However, these were not sufficient to
entice firms to take on additional staff or expand purchasing. There were
issues with transportation and shipping in January, resulting in delivery delays
and higher costs. Firms lowered their own selling prices, however, which
suggests that demand conditions remain muted.

US ISM-Manufacturing improved but still contractionary; labour data
suggests cooler wage growth and labour market

The ISM-Manufacturing index unexpectedly improved to 49.1 in January (Dec:
47.1), a 15-month high driven by the strongest new orders since May 2022 and
suggesting that the manufacturing sector may be stabilising. On the supply
side, production also expanded for the first time in four months, while
inventories slowed to the leanest stockpile since October 2022. Out of the six
biggest manufacturing industries, only two (transportation equipment and
chemical products) registered growth during the month.

In the labour market, hiring slowdown, higher productivity and softer wage
growth will give room to contain inflation and for the Fed to cut later this year.
In 4Q, productivity growth outpaced unit labour costs at +3.2% q/q and +0.5%
y/y respectively (3Q: +4.9% q/q and -1.1% q/q). Employment cost index also
cooled more than expected to +0.9% q/q (3Q: +1.1% q/q), its slowest pace
since 2021.

In the hiring space, ADP Employment Change report showed that companies
added lesser-than-expected 107k jobs in January (Dec: +158k), with pay gains
for job-stayers and job changers moderating to +5.2% y/y and +7.2% vy/y
respectively, the latter the smallest gain since May. Data also showed that all
industries except for the information sector added jobs, led by leisure and
hospitality.

Initial jobless claims, meanwhile, unexpectedly rose to a 2-month high of 224k
(+9k) for the week ended January 27 (Jan 20: +26k), while continuing claims
increased 70k to 1898k the week prior (Jan 13: +22k). Moving forward, job
cuts announcements signal claims may rise further. The Challenger Jobs
reports showed a 136% m/m increase to 82.3k job cuts in January. With the
exception of last year, this is the highest January number since 2009. Financial
companies announced the most job cuts during the month, followed by
technology and food production, the latter weighed down by high costs and
advancing automation technology.

In the housing market, mortgage applications decreased 7.2% w/w for the
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week ended January 26 (Jan 19: +3.7% w/w) driven by a decline in purchase
applications that offset a slight increase in refinance activity. As it is, low
existing housing supply is limiting options for prospective buyers and is
keeping home-price growth elevated, constraining home purchase activity.
Construction spending, meanwhile, unexpectedly remained steady at +0.9%
m/m in December, as stronger spending for residential was offset by non-
residential.

Eurozone’s inflation stronger than expected

Both headline and core CPI eased less than expected in January to +2.8% y/y
and +3.3% y/y respectively (Dec: 2.9% y/y and +3.4% y/y). By sector, services
inflation, an important gauge to domestic wage pressures, held steady at 4.0%
y/y for the third month while food prices moderated to +5.7% y/y (Dec: +6.1%
y/y). Disinflationary effects from the energy market continued to narrow (-
6.3% y/y vs -6.7% y/y) due to the wind-down of energy price support
measures. As it is, a smaller decline in price prints will lower the chance for an
April ECB cut, and we maintain our view that the first cut will begin by June.
Separately, the unemployment rate matched expectations and held steady at
6.4% in December.

Australia’s CPI prints cooler than expected

Inflation prints came in cooler than expected, with December data up +3.4%
v/y (Nov: +4.3% y/y), 4Q CPI at +4.1% y/y (3Q: +5.4% y/y) and the closely
watched trimmed-mean at +4.2% y/y (3Q: 5.1% y/y) and supporting our view
that RBA will stay pat next week. Driving softer prices in 4Q were slower rent
costs, moderated by changes in the Commonwealth Rent Assistance as well as
the slowest food and non-alcoholic beverage inflation since September 2021.
In contrast, prices for insurance jumped and posted its largest quarterly rise
since March 2021. Separate data, meanwhile, also showed that private sector
credit matched expectations and held steady for the third month at +0.4%
m/m in December.

Official PMlIs suggest that China’s economy picked up momentum in January
Officials PMlIs suggest that the economy picked up momentum at the start of
2024. Manufacturing PMI improved, albeit less than expected to 49.2 in
January (Dec: 49.0), marking the 4th consecutive month of contraction. While
this suggests that weak demand will continue to hamper the economy until at
least February, we note that the contraction in new orders and new export
orders narrowed. The non-manufacturing index, meanwhile, beat estimates at
50.7 (Nov: 50.4), as services activity recorded its first expansion since October
at 50.1 (Nov: 49.3), but growth in the construction eased to 3-months low
(53.9 vs 56.9).

Japan’s consumer confidence continued with its upward trend

Consumer confidence rose for the fourth month and more than expected to
38.0 in January (Dec: 37.2). M/m improvements were observed across all the
categories, while the percentage of a group who expects price expectations a
year ahead to "Go up" was 91.1%, an increase of 0.3ppts.

Hong Kong’s 4Q GDP accelerated on exports of goods

4Q GDP accelerated for the second quarter, albeit less than expected to +4.3%
y/y (3Q: +4.1% y/y), while for the whole of 2023, real GDP resumed growth at
+3.2% (2022: -3.7% y/y). As it is, the turnaround in the economy in 2023 was
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largely thanks to a strong rebound in tourist arrivals which benefitted exports
of services, while private consumption expenditure also recorded a notable
increase after the removal of anti-epidemic measures, further supported by
rising household income and the Government's various initiatives. Total
exports of goods remained generally weak amidst a challenging external
environment, but has since picked up in 4Q (+2.8% y/y vs -8.7% y/y).

Looking ahead, the difficult external environment, especially China, will
continue to pose headwinds for the latter, although it may stabilise towards
2H if advanced economies cut interest rates as expected. Visitor arrivals
should increase further as handling capacity recovers, with additional boost
from the Government's efforts to promote mega events. Similarly, investment
should improve further in tandem with continued economic growth, though

the tight financial conditions may remain a constraint for the time being.

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 1.08-1.10 1.10 1.11 1.11 1.10
GBP/USD 1.26-1.28 1.28 1.29 1.29 1.27
usD/JPY 146-149 142 140 137 134
AUD/USD 0.64-0.68 0.68 0.68 0.69 0.70
USD/MYR 4.67-4.75 4.69 4.66 4.62 4.56
USD/SGD 1.32-1.35 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
02-Feb AU PPI YoY (4Q) 3.80%
AU Home Loans Value MoM (Dec) 1.00%
S| Purchasing Managers Index (Jan) 50.5
US Change in Nonfarm Payrolls (Jan) 216k
US Average Hourly Earnings MoM (Jan) 0.40%
US Average Weekly Hours All Employees (Jan) 34.3
US U. of Mich. Sentiment (Jan F) 78.8
US Factory Orders (Dec) 2.60%
05-Feb AU Judo Bank Australia PMI Services (Jan F) 47.9
AU Melbourne Institute Inflation YoY (Jan) 5.20%
AU Exports MoM (Dec) 1.70%
HK S&P Global Hong Kong PMI (Jan) 51.3
JN Jibun Bank Japan PMI Services (Jan F) 52.7
S| S&P Global Singapore PMI (Jan) 55.7
CH Caixin China PMI Services (Jan) 52.9
S| Retail Sales YoY (Dec) 2.50%
EC HCOB Eurozone Services PMI (Jan F) 48.4
EC Sentix Investor Confidence (Feb) -15.8
UK S&P Global UK Services PMI (Jan F) 53.8
EC PPI YoY (Dec) -8.80%
US S&P Global US Services PMI (Jan F) 52.9
US ISM Services Index (Jan) 50.6

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.




