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Global Markets Research
Daily Market Highlights

4 March: Weaker-than-expected US economic data

UST yields, DXY fell on weaker-than-expected ISM-Manufacturing & consumer sentiment
China PMIs topped forecasts, although official manufacturing PMl is still contractionary
Eurozone’s inflation eased less than forecast; UK house prices returned to positive growth

e Artificial intelligence and Nvidia continued to underpin investor optimism last Key Market Metrics

Friday, sending Nasdaq surging 1.1% d/d to take out the 2021 record, while Level did (%)
S&P 500 closed up 0.8% d/d above 5.1k for the first time. Chip making giant  Equities

Nvidia, which had led the tech rally, marched upward by another 4.0% d/d. Dpow Jones 39,087.38 0.23
Shares of Intel, Qualcomm, AMD, Broadcom, Micron and Meta all gained ¢sgp 500 5,137.08 0.80
1.8% d/d or more. Stocks rallied even as troubled regional bank New York NASDAQ 16,274.94 1.14
Community Bancorp tumbled 25.9% d/d after the company unearthed Stoxx Eur 600 497.58 0.60
“material weaknesses” in its internal controls and announced a leadership o 7,682.50 0.69
change. Nikkei 275 39,910.82  1.90
European markets also closed higher, as fresh inflation data reassured 1 300 3,537.80 =
investors that interest rates are on track to fall this year. Real estate and

energy stocks led gains, while insurance and construction stocks lagged. AR L2 16,569.44 047
Earnings were the key driver to individual share price action, with Daimler ~Straits Times 313676 019
Truck jumping on strong earnings and Grifols rebounding after a record KLCI 30 e U
plunge the prior day. In Asia, Nikkei 225 closed shy of its 40k record level,

while China’s CSI 300 rose 0.6% d/d after its better-than-expected factory EX

data. As it is, tracking Wall Street and equity futures, Asian stocks are poised Dollarindex 103.86 -0.28
for early gains today. EUR/USD 1.0837 0.30
The benchmark 2 and 10Y Treasury yields slipped 9 and 7bps respectively to  ggp/usp 1.2655 0.24
4.53% and 4.18% after reports of weaker-than-expected ISM manufacturing USD/IPY 150.12 0.09
numbers, consumer sentiment and construction spending. 10Y European AUD/USD 0.6527 0.46
bond yields closed mixed between +/-4bps. USD/CNH 7.2113 0.05
Similarly, DXY fell 0.3% d/d to 103.86 on the weak US data, with all G10 ST 4.7460 0.07
currencies strengthening against USD save for the JPY. The latter was weighed ST EED 1.3439 043
down by BOJ’'s Ueda comments that he is keeping his options open regarding

the timing of the widely expected interest rate hike, running contrary to that

of board member Hajime Takata who said BOJ’s price target is coming into Commocities

sight. One of the leading gainers against USD was AUD, which appreciated by ~ WT! ($/bbl) 79.97 2.19
0.5% d/d after the better-than-expected manufacturing PMls from China. EUR ~ Brent ($/bbl) 8355  0.08
and GBP appreciated between 0.2-0.3% d/d against greenback, the former Gold ($/0z) 2,095.70  2.00

after its inflation eased less than expected, supporting ECB’s officials who 8,503.50 0.12

don’t want to rush into cutting rates, while the latter after BOE Huw Pill said
that officials must guard against false sense of security even after inflation
drops. Regional currencies, meanwhile, closed mixed against the greenback.

Copper ($5/MT)
Aluminum($/MT) 2,245.00 0.76

CPO (RM/tonne) 4,003.50 -0.47

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 29 Feb for CPO

e In the commodities market, Brent closed marginally lower by 0.1% d/d, but
the West Texas Intermediate rallied 2.2% d/d to close near $80/barrel for the
first time since November head of OPEC+ decision and as the summer driving
season approaches.




Mostly upward revisions in S&P Manufacturing PMlIs for the majors; PMI for
China and Malaysia ticked up

The final US Manufacturing PMI was revised upwards by 0.7ppts to 52.2 in
February (Jan: 50.7). The overall rate of growth was the fastest since July
2022, with the upturn supported by a renewed increase in production and a
quicker rise in new orders. On a negative note, while input prices rose at a
slower pace, selling prices increased at the steepest pace since April 2023,
suggesting that the disinflationary trend towards Fed’s 2% will be a bumpy
one.

Further tentative signs of recovery in Eurozone’s manufacturing sector with
upward revision to February’s Manufacturing PMI by 0.4ppts to 46.5 (Jan:
46.6), Forward-looking indicators such as new orders and purchasing activity
also signalled their softest falls in close to a year and more importantly,
growth expectations were on a par with January’s 9-month high.

The final UK Manufacturing PMI was revised upwards by +0.4ppts to 47.5 in
February (Jan: 47.0), a 10-month high. Nonetheless, manufacturing
conditions remained challenging as the Red Sea caused disruptions to both
production and vendor delivery schedules, and in certain cases, drove up
costs. Demand also remained weak, with new order intakes falling at the
fastest rate since last October.

The final Jibun Bank Manufacturing PMI was left unchanged at 47.2 in
February (Jan: 48.0), suggesting a moderate deterioration in the health of the
sector. Both output and new orders fell at sharper rates, amid reports of
deteriorating demand conditions in both domestic and international markets.
Lower capacity requirements contributed to a second successive month of job
shedding, and one that was the most marked since January 2021. On a
positive front, input costs rose at a softer rate, albeit still high.

The Caixin China Manufacturing PMI unexpectedly ticked up to 50.9 in
February (Jan: 50.8), keeping the index in growth territory for the fourth
straight month and signalling sustained improvement in the sector.
Companies noted further quicker upturns in both production and new work,
supported by a rise in new export orders. Confidence around the year-ahead
outlook for output also reached a 10-month high, but firms maintained a
cautious approach to staff numbers.

The Malaysia Manufacturing PMI signalled that firms began to see demand
conditions turning corner during February. There were only slight
moderations in output, total new orders and exports as firms mentioned
pockets of demand building up in the manufacturing sector. At the same
time, employment and backlogs stabilised, although higher raw material
prices and currency weakness added to firms' input costs. Consequently, the
Malaysia Manufacturing PMI rose to 49.5 in February (Jan: 49.0).

Vietnamese manufacturers were able to build on the return to growth seen in
January with a further expansion in February. Particularly positive were
renewed job creation and the strongest business confidence for a year, while
both output and new orders rose for the second month running.
Consequently, the Vietnam Manufacturing PMI edged up marginally to 50.4 in
February (Jan: 50.3).

US ISM-Manufacturing unexpectedly fell; consumer sentiment index revised
downwards; construction spending recorded its first m/m contraction in 10
months

The ISM Manufacturing index unexpectedly fell to 47.8 in February (Jan:
49.1), suggesting that the sector contracted at a faster pace during the
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month. Demand moderated, with the New Orders Index back in contraction
as seasonal headwinds were reportedly too strong to overcome, head-count
reductions continued in February, with notable layoff activity noted and the
Prices Index remained in moderate increasing territory on the back of
commodity driven costs.

The final University of Michigan Sentiment index was revised downward
2.7ppts to 76.9 in February (Jan: 79.0). Nonetheless, the index at this level is
only 8 points shy of its historical average and expected business conditions
remained substantially higher than last autumn. For all but one sub-index,
readings this month were higher than all values between mid-2021 and end-
2023. Consumers were also assured that inflation will continue on a favorable
trajectory, with the year-ahead inflation inching up only slightly to 3.0% from
2.9% previously, while long run inflation expectations remained at 2.9% for
the third straight month.

January’s construction spending unexpectedly registered its first m/m
contraction since February 2023 at -0.2% m/m (Dec: +1.1% m/m), weighed
down by a notable decrease in spending on public construction.

Kansas City Fed Services Activity index grew moderately to 12 in February
(Jan: -2), driven primarily by growth in wholesale, retail, and transportation
sector. More importantly, expectations for the next six months declined
slightly while input price growth continued and is expected to continue to far
outpace increases in selling prices.

Eurozone’s inflation eased, while unemployment rate remained low
Disinflation continued in the Eurozone, with both headline and core easing to
2.6% y/y and 3.1% y/y respectively in February (Jan: +2.8% y/y and +3.3% y/y)
although both indicators were higher than expected. Cost of food, alcohol &
tobacco, moderated sharply to 4.0% y/y (Jan: +5.6% vy/y), non-energy
industrial goods eased slightly to 1.6% y/y (Jan: +2.0% y/y) while the
contraction in energy prices slowed to -3.7% y/y (Jan: -6.1% y/y). However, in
our opinion, core at above 3% and sticky services costs at +3.9% y/y (Jan:
+4.0% y/y) is insufficient for the ECB to cut its rate at this juncture. Other than
the CPI print, ECB will also be looking for more moderation in wage growth
and any signs of loosening in the labour market before proceeding with any
rate cut. At this juncture, the labour market remained tight, with
unemployment rate low at 6.4% in January (Dec: Upwardly revised 6.5%).

UK’s house prices returned to positive y/y growth

The Nationwide House Price index unexpectedly held steady at +0.7% m/m in
February and returned to positive territory on a y/y basis for the first time
since January 2023 (+1.2% vs -0.2% y/y). The decline in borrowing costs
around the turn of the year prompted the uptick in the housing market, and
added more evidence that the housing market has bottomed out.

Japan’s consumer confidence improved for the fifth month; capex spending
accelerated despite profit squeeze

String of positive economic data on the Japanese front. Consumer confidence
improved for the fifth month and by more than expected to 39.1 in February
(Jan: 38.0). All sub-indices recorded growth during the month and looking
ahead, the percentage of respondents expecting price to "Go up" was 91.5%,
an increase of 0.4ppts. Data this morning meanwhile, showed that capital
spending unexpectedly accelerated to +16.4% y/y in 4Q (3Q: +3.4% vy/y)
despite corporate profits moderating to +13.0% y/y during the quarter (3Q:
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+20.1% y/y).

Better than expected official PMIs for China; Manufacturing below 50, non-
manufacturing accelerated further

China’s official manufacturing PMI continued to fall for the fifth month to
49.1 for February (Jan: 49.2), however, is above consensus forecast as the
new-orders sub-index remained unchanged at 49.0, while the new export
orders sub-index eased slightly to 46.3 (Jan: 47.2). Meanwhile, the non-
manufacturing PMI accelerated more than expected to 51.4 (Jan: 50.7),
supported by a pick-up in travel and tourism during the long Lunar New Year
holiday.

As it is, we cautioned that PMI readings are seen as less reliable in the first
two months of the year due to the timing of the Lunar New Year, and rather,
will be waiting for authorities to unveil their annual GDP growth target during
the National People’s Congress. We expect officials to maintain its target of
5.0% for this year.

Hong Kong’s retail sales decelerated sharply, partially due to different
timing for the Lunar New Year

e Retail sales decelerated for the second month and at a much slower pace
than expected by 0.9% y/y in January (Dec: +7.8% y/y). The slower growth
was partially due to the different timing of the Lunar New Year, and should be
supported by rising household income and Government's initiatives to boost
consumption sentiment going forward. Continued increase in visitor arrivals
alongside further recovery of handling capacity and organisation of mega
events would also bode well for retail businesses.

Singapore’s official PMI stumbled slightly but still expansionary

e Factory activity, as measured by the official PMI, dipped slightly to 50.6 in
February (Jan: 50.7), although the data still points to further expansion, with
the electronics sector (50.4 vs 50.6) also following a similar trajectory. The
overall expansion in manufacturing for the sixth session was underpinned by
a continued but mildly slower expansion across most key indexes, including
new orders, new exports, factory output and employment. As it is, the
February slowdown remained a blip in the bigger trend, largely due to the
fewer days in the month as well as the Chinese New Year holidays.

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 1.25-1.28 1.28 1.29 1.29 1.27
UsD/JPY 147-151 142 140 137 134
AUD/USD 0.64-0.67 0.68 0.68 0.69 0.70
USD/MYR 4.70-4.77 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
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Up Next
Date Events Prior
4-March AU Melbourne Institute Inflation YoY (Feb) 4.60%
AU Building Approvals MoM (Jan) -9.50%
EC Sentix Investor Confidence (Mar) -12.9
5-March AU Judo Bank Australia PMI Services (Feb F) 52.8
JN Tokyo CPI YoY (Feb) 1.60%
HK S&P Global Hong Kong PMI (Feb) 499 Hong Leong Bank Berhad
JN Jibun Bank Japan PMI Services (Feb F) 52.5 Fixed Income & Economic Research, Global
S| S&P Global Singapore PMI (Feb) 54.7 Markets
CH Caixin China PMI Services (Feb) 52.7 Level 8, Hong Leong Tower
S| Retail Sales SA MoM (Jan) -1.50% 6, Jalan Damanlela
EC HCOB Eurozone Services PMI (Feb F) 50 Bukit Damansara
UK S&P Global UK Services PMI (Feb F) 54.3 50490 Kuala Lumpur
EC PPI YoY (Jan) -10.60% Tel: 603-2081 1221
US S&P Global US Services PMI (Feb F) 51.3 Fax: 603-2081 8936
US Factory Orders (Jan) 0.20% HLMarkets@hlbb.hongleong.com.my
US ISM Services Index (Feb) 53.4

Source: Bloomberg

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.
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