$ HonglLeong Bank

8 February 2024

Global Markets Research
Daily Market Highlights

08 Feb: US equities advanced on positive corporate earnings

Smaller gains in Treasury yields supported the equity markets; DXY edged down slightly
Slowest gain in US consumer credit in 4 months; China’s CPlI and PPI in focus today
Renewed decline in Malaysia’s IPI; on track for 2023 full year GDP growth of 3.8%

e Smaller gains in UST yields led US equities higher by between 0.4-1.0% d/d Key Market Metrics

overnight. Nine of the S&P 500’s eleven sectors closed in green and the Level did (%)
earnings season continued to drive big moves. Snap shares plunged 35% d/d  Equities
after reporting slower user growth and missed revenue expectations, but pow Jones 38,677.36 0.40
Chipotle Mexican Grill climbed to a record high after reporting strong sales.  ¢gp 500 4,995.06 0.82
Disney’s earnings also beat forecasts, while Arm shares soared after the chip NASDAQ 15,756.64 0.95
designer gave strong forecasts on Al boost. Meanwhile, drama in the Stoxx Eur 600 485.63 023
regional bank arena continued with New York Community Bancorp shares o 7.628.75 068
gaining after naming a new chairman and after Moody’s cut its credit rating Nikkei 295 36,119.92 e
status to junk.
. . . . cS1 300 3,343.63 0.96
While Asia markets were broadly higher, European equities fell as US
banking sector jitters hit sentiment and most sectors closed in red. In central ~H2ngSeng 16,081.89  -0.34
bank speak, ECB’S Isabel Schnabel said that the ECB should be patient with ~ Straits Times 31615 0.97
rate cuts. KLCI 30 1,513.11 0.01
Treasury yields closed steadier, rising just between 2-3bps across the curve.
The 2Y closed at 4.43% and the 10Y at 4.12% as investors weighed in on  EX
earlier Fed speaks that the central bank would proceed with caution before  Dollar Index 104.06  -0.15
cutting rates. With the exception of Norwegian and Danish bonds, 10Y Egyr/usD 1.0772 0.16
European bond yields also closed mostly higher by up to +3bps. GBP/USD 1.2626 0.22
DXY slipped 0.2% d/d to 104.06 amidst profit taking as the markets weighed USD/IPY 148.18 0.16
in on central banks’ policies. USD closed weaker against most of its G10 AUD/USD 0.6520 20.05
peers save CHF, JPY and AUD and mixed against regionals. EUR, GBP, MYR USD/CNH 7.2128 0.16
and S(.SD appreciated slightly by less than 0.2% d/d each, but CNH USD/MYR e G
depreciated by 0.2% d/d.
. . . . USD/SGD 1.3433 -0.07
Oil gained another 0.8% d/d in a choppy session as Netanyahu vowed to
press on with the Gaza war, while an Energy Information Administration
report showed that while US gasoline inventories fell 3.15m barrels last Commodities
week, national oil inventories rose the most since November, keeping lid on ~ WTI (5/bbl) 73.86 0.75
prices. Brent ($/bbl) 2 078
Gold ($/0z) 2,035.20 0.03

US consumer credit expanded at the slowest pace in 4 months; trade deficit 8,312.00" -1.07
widened; mortgage applications rebounded

e Consumer credit grew by less than forecast and at its slowest pace in four
months by +$1.6bn in December (Nov: +523.5bn). Revolving credit, which

includes credit card, rose $1.0bn (Nov: +517.9bn, the largest increase since

Copper ($5/MT)
r

Aluminum($/MT) 2,222.00 -0.38

CPO (RM/tonne) 3,872.00 1.03

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 6 Feb for CPO

March 2022), while non-revolving credit such as loans for vehicle purchases
and school tuition climbed just $0.5bn (Nov: $5.5bn). As it is, while a robust
labour market has continued to support consumer spending, consumers
have also been carrying bigger credit card balances to support their
purchases.




Trade deficit was wider than expected at -$62.2bn in December (Nov:
Downward revised -$61.9bn), reflecting an increase in the goods deficit to -
$89.1bn, while services surplus rose to $26.9bn. For the whole of 2023, trade
deficit narrowed by the most since 2009 to $773.4bn, reflecting efforts by
companies to limit buildup in inventories, restraining demand for imports
and also American’s shifting preference towards services and travel post-
pandemic. All in, smaller trade deficit, and consequently net exports, is
positive to GDP calculation.

Mortgage applications rebounded to +3.7% w/w for the week ended
February 2 (Jan 26: -7.2% w/w) as mortgage rates (6.80%) held largely steady
since the start of the year. Although the uptick was driven by the refinance
market, refinancing activities have largely remained slow as most
homeowners have mortgages with much lower rates. In contrast, purchase
activity has broadly stayed strong although y/y numbers are still weighed
down by low housing supply.

Japan’s leading index improved more than expected; bank lending
accelerated slightly

String of positive indicators from Japan. Bank lending picked up slightly to
+3.1% y/y in January (Dec: 3.0% y/y), while the Leading Index rose more than
expected to 110.0 in December (Nov: 108.1), suggesting a gradual
improvement in economic activities. The m/m uptick for the latter marks the
first expansion in four months, supported by a turnaround in new job offers
and an acceleration in consumer confidence.

Renewed decline in Malaysia’s IPl, dragged by continuous fall in
manufacturing

IPI growth registered a slight negative print of 0.1% y/y in December (Nov:
+0.6% y/y), snapping two consecutive months of gains, signalling a still
fragile and uncertain operating landscape. This came in below consensus
estimate for a 0.6% y/y increase but in line with our take for a flat reading.
On a month-on-month basis, IPI fell 2.6% m/m, dragged by contractions in
manufacturing (-3.2% m/m) and electricity (-0.8% m/m), while the mining
sector managed to eke out a 0.9% m/m increase. Tracking the softer
momentum in IPI, manufacturing sales fell 4.2% y/y in December (Nov: -2.6%
y/y), with signs of further softening labour market conditions. Salaries &
wages grew a mere 2.1% y/y, while the number of employed also grew at its
slowest pace (+1.7% y/y) since July 2023.

The weaker production in December signalled economic activities remained
patchy. Barring surprises from the services front, 4Q GDP growth is expected
to inch up slightly to +3.4% y/y, hence bringing the full year 2023 growth
forecast closer to our upside scenario of 3.8%. The growth outlook for 2024
is expected to remain moderate, picking up to 4.7% y/y, underpinned by
sustained domestic demand and recovery in exports. Continued employment
and wage growth, further improvement in tourism arrivals, as well as
implementation of infrastructure projects and initiatives under the master
plans and national budget will be the main growth impetus for domestic
demand.

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 1.10 111 1.11 1.10
GBP/USD 1.25-1.28 1.28 1.29 1.29 1.27

$ HonglLeong Bank




)3 HonglLeong Bank

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 Hong Leong Bank Berhad
Fixed Income & Economic Research, Global
Up Next Markets
Date Events Prior Level 8, Hong Leong Tower
6, Jalan Damanlela
8-Feb CH PPI YoY (Jan) -2.70% Bl PRERsaE
CH CPI YoY (Jan) -0.30% 50490 Kuala Lumpur
JN Eco Watchers Survey Outlook SA (Jan) 49.1 Tel: 603-2081 1221
US Initial Jobless Claims 224k Fax: 603-2081 8936
9-18 Feb CH Aggregate Financing CNY (Jan) 1940.0b
CH FDI YTD YoY CNY (Jan) -8.00% HLMarkets@hlbb.hongleong.com.my

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.




