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07 Feb: AUD gained on RBA’s hawkish tilt

RBA does not rule out further rate hikes; expects CPI to decline to 2-3% target in 2025
US equity markets rebounded; DXY fell amid pullback in UST yields but stayed above 104s
Fed speaks echoed Powell’s guidance on no rush to cut interest rates

e The US equity markets rebounded between 0.1-0.4% d/d, with all three Key Market Metrics

indices oscillating around the flatline throughout the day as Wall Street Level did (%)
assessed the latest batch of corporate earnings and the timeline for rate cuts  Equities
from the Federal Reserve. As it is, speeches from Fed officials continued to  pow Jones 38,521.36 0.37
echo Jerome Powell’s signal that the central bank is in no rush to ease policy.  sgp 500 4,954.23 0.23
Fed Bank of Cleveland President Loretta Mester said that policy makers will NASDAQ 15,609.00 0.07
probably gain confidence to cut rates “later this year.” while Neel Kashkari ¢ = ¢ o9 486.76 0.63
said that more progress is needed on the substantial improvement in i 7,681.01 0.90
inflation. In corporate highlights, Ford beat expectations soundly and . 36,160.66 053
forecasts higher profits in 2024, but Snap Inc reported disappointing revenue 1 300 3,311.69 -
in the holiday quarter.

) _ ) . Hang Seng 16,136.87  4.04
European stocks gained, with energy stocks outperforming as BP rallied on
earnings beat and accelerating share buyback but UBS slipped. In Asia, CSI  Straits Times 312868 07
300 and Hang Seng surged more than 3% d/d each amid measures to prop  KL€I 30 151298 0.1
up its equity markets.
Led by the short-end, Treasury yields fell in tune to 4-7bps across the curve, EX
with the 2Y and 10Y closing at 4.40% and 4.10% respectively. 10Y European Dollarindex 104.21 -0.23
bond yields also declined 2-6bps, save the Swedish sovereign bonds. EUR/USD 1.0755 0.11
DXY retreated 0.2% d/d to 104.21, weakening against all its G10 peers and  GBP/USD 1.2598 0.49
most regional currencies save for the MYR (-0.4% d/d to 4.7677), IDR and  usD/IPY 147.94 -0.50
HKD. European currencies strengthened in tune to 0.1-0.5% d/d, with EUR  aup/usp 0.6523 0.62
supported by the unexpected jump in Germany’s factory orders. AUD USD/CNH 7.2014 -0.26
appreciated 0.6% d/d after the RBA left rates unchanged and kept rate hike USD/MYR 4.7677 0.39
expectations alive. JPY, meanwhile, strengthened 0.5% d/d despite its USD/SGD 1.3442 022
household spending and cash earnings data disappointed.
Oil prices gained 0.7-0.8% d/d in range bound trade amidst Red Sea risks. In a .

. - . Commodities
news update, the Energy Information Administration (EIA) expects
production to flatline this year, easing glut worries. As it is, crude output in WTI (5/bbl) i3 o7
the US is set at 13.3m bpd in December before pulling back to 12.6m bpd in Ereml st 78.99 017
January due to the winter storm. Domestic production will briefly return ~G°ld (5/02) 2,034.50 0.43
13.3m bpd in February but then decline through the middle of the year. Copper (55/MT) i
2,230.50 0.81

Aluminum(S/MT)

CPO (RM/tonne) 3,832.50 0.86

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

RBA maintained cash rate at 4.35%, said that further increase in interest
rates cannot be ruled out

e As widely expected, the Reserve Bank of Australia (RBA) maintained the cash
rate target unchanged at 4.35%. Key highlights from the statement includes:
1) The statement was slightly more hawkish than expected, with the central
bank not ruling out further increase in interest rates to ensure that inflation
returns to target in a reasonable timeframe. 2) While inflation is easing, RBA
reiterates that it remains high and expects inflation to decline to the 2-3%




target range in 2025, reaching the midpoint in 2026. 3) Labour market
conditions are expected to continue to ease, broadly consistent with
sustained full employment. 4) Growth is expected to remain low over the
next year. In this regard, consumption growth is expected to bounce back to
pre-pandemic levels over the next couple of years as inflation eases and real
incomes start to rise. RBA is also expecting year-average GDP growth of
2.0%, 1.5% (-0.3ppts) and 2.2% for 2023, 2024 and 2025 respectively.
Separately, retail sales excluding inflation unexpectedly accelerated to +0.3%
g/q in 4Q (3Q: Downwardly revised -0.1% m/m), marking its first quarterly
expansion since 1Q of 2023. Sales were supported by lower price growth for
retail goods as consumers particularly took advantage of discounts for
discretionary items like furniture and electronic goods. Nonetheless,
removing the effects of strong population and price growth, sales volumes
per person have fallen every quarter since reaching a peak in June 2022,
although they remain above pre-pandemic levels.

Eurozone posted weak retail sales data, mixed inflation expectations

Weak retail sales and softer year-ahead inflation expectations data reaffirms
expectations that policy rates have peaked but it is still too soon to lower the
policy rates at this juncture. In particular, officials have repeatedly said that
they want more evidence that inflation is on track to their 2% target before
lowering the policy rates, and will be looking out for wage data going
forward for signs of wage-driven inflation. The 1Y ECB’s inflation
expectations declined to 3.2% in December (Nov: 3.5%), its lowest since
February 2022 but the 3Y increased slightly to 2.5% (Dec: 2.4%). Retail sales,
meanwhile, fell more than expected to -1.1% m/m in December (Nov: +0.3%
m/m), weighed down by demand from Slovenia, Denmark and Luxembourg.

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 146-150 142 140 137 134
AUD/USD 0.64-0.67 0.68 0.68 0.69 0.70
USD/MYR 4.71-4.78 4.69 4.66 4.62 4.56
USD/SGD 1.33-1.35 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
7-Feb MA Manufacturing Sales Value YoY (Dec) -2.60%
MA Industrial Production YoY (Dec) 0.60%
JN Leading Index ClI (Dec P) 107.6
US MBA Mortgage Applications -7.20%
US Trade Balance (Dec) -$63.2b
8-Feb US Consumer Credit (Dec) $23.751b
JN Bank Lending Incl Trusts YoY (Jan) 3.10%
CH PPI YoY (Jan) -2.70%
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CH CPI YoY (Jan) -0.30%
JN Eco Watchers Survey Outlook SA (Jan) 49.1
US Initial Jobless Claims 224k

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.




