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13 May: Unexpected spike in US inflation expectations

US consumer sentiment fell on concerns over employment, elevated interest and inflation rates
UK surprised with a strong 1Q GDP; China’s CPI rose but still near zero, factory deflation persists
Malaysia’s IPI gain eased; wholesale & retail trade moderated but remained at healthy levels
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foreign exchange if needed, echoing recent comments from other officials.
e Qil prices faltered 1.3% d/d amidst cloudy outlook for crude’s fundamentals,
as investors grappled with mixed inventory numbers while comments from

Fed officials indicated higher-for-longer interest rates, which could hinder
demand from the world’s largest crude consumers.

US consumer sentiment dropped sharply on concerns over the
employment market, elevated interest and inflation rates

e The University of Michigan Sentiment index fell significantly sharper than
expected to 67.4 in May (Apr: 77.2). This is the lowest reading in about 6




months, driven by concerns over the labour market as well as elevated
interest and inflation rates. For the latter, year-ahead inflation expectations
rose to 3.5% from 3.2% previously, while long-run inflation expectations
inched up 0.1ppts to 3.1%, above the 2.2-2.6% range seen in the two years
pre-pandemic.

UK ended its technical recession with a stronger than expected growth in
1Q

Following two consecutive quarters of contraction, UK’s 1Q GDP rebounded
more than expected to +0.6% q/q in 1Q (4Q: -0.3% q/q). In output terms,
services grew by 0.7% q/q (4Q: -0.1% q/q) with widespread growth across
the sector. Elsewhere the manufacturing sector grew by +1.4% q/q (4Q: -
1.0% qg/q) while the construction sector fell by 0.9% q/q (4Q: -0.9% qg/q). In
expenditure terms, there were increases in the volume of net trade
(+0.4ppts vs -0.2ppts), household spending (+0.2% q/q vs -0.1% q/q) due to
lack of strikes, and government spending (+0.3% q/q vs +0.1% q/q).

As it is, the latest data is the strongest reading since late 2021 and signals
that the economy is on a recovery path, albeit mild and is expected to grow
at a moderate pace of +0.2% in 2Q. Notably, consumer spending will be
supported by receding inflationary pressures, the recent hike in the National
Living Wage as well as cut in National Insurance.

Japan’s Eco Watchers outlook index fell on household and corporate
activities

The Eco Watchers Survey Outlook index unexpectedly retreated to 48.5 in
April (Mar: 51.2), as the household- and corporate activity indices fell,
although the employment-related indices increased. The index at this level
suggests that pessimists outnumber optimists and is the lower reading in 20
months driven by concerns over the weak yen impact on imports and
consumers.

China’s CPI rose for the third month but still near zero, factory deflation
persists

Consumer prices (CPI) rose more than expected and for the third month in in
April at +0.3% y/y (Mar: +0.1% y/y), while producer prices (PPI) extended its
decline albeit at a smaller pace (-2.5% y/y vs -2.8% y/y), suggesting that a still
sluggish demand will continue to undermine economic recovery and that
cuts in the reserve requirement ratio (RRR) and interest rates remains on
PBoC’s radar. Core inflation, which excludes volatile food and fuel prices,
also accelerated to 0.7% y/y from +0.6% y/y the previous month.

Malaysia’s IPI growth eased less than expected again to 2.4% y/y in March;
wholesale & retail trade data moderated too but remained at healthy
levels

As expected, latest indicators are showing some normalisation from the
seasonal boost seen earlier in the year, but this should not alter the recovery
path in any significant manner. In fact, growth in the Industrial Production
Index (IPl) moderated less than expected again, to 2.4% y/y in March (Feb:
+3.1% vy/y). Slightly faster, albeit still benign, expansion in manufacturing
output (+1.3% vs +1.2% y/y) helped cushion slower growth in mining (+4.9%
vs +8.1% y/y) and electricity (+7.8% vs +10.9% y/y). Expansion in the mining
sector was driven entirely by natural gas (+8.9% y/y) as the crude oil
segment fell 0.7% y/y.
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In a separate release, wholesale & retail trade grew at a slower pace of 5.2%
y/y in March (Feb: +5.5% y/y), as a result of slower increases in wholesale
trade (+4.0% vs +5.2% y/y) and motor vehicle sales (+3.2% vs +5.4% y/y).
Growth however stayed above the 5.0% level for the 3rd straight month,
while growth pace picked up steam for the 2nd straight month even after
the usual seasonal swing, indicating sustained underlying momentum.
Labour market indicators remained healthy. Jobless rate held steady at 3.3%
for the fifth consecutive month, its lowest since the pandemic era. The
number of unemployed continued to fall, by 0.1% m/m to 566.6k persons in
March (Feb: 567.0k persons) while the number of employed persons also
continued to inch higher, by 0.1% m/m to 16.53m in March (Feb: +0.2% m/m
to 16.51m), driven by broad-based increases across key economic sectors led
by services, manufacturing and construction.

House View and Forecasts
FX This Week 2Q-24 3Q-24 4Q-24 1Q-25
DXY 103-107 105.43 105.56 103.45 101.38
EUR/USD 1.06-1.09 1.06 1.05 1.06 1.06
GBP/USD 1.23-1.27 1.24 1.22 1.23 1.24
usb/JpY 153-157 152 149 146 143
AUD/USD 0.65-0.67 0.65 0.65 0.65 0.66
USD/MYR 4.71-4.76 4.73 4.68 4.64 4.57
USD/SGD 1.34-1.37 1.35 1.35 1.34 1.33
Rates, % Current 2Q-24 3Q-24 4Q-24 1Q-25
Fed 5.25-5.50 5.25-5.50 5.25-5.50 5.00-5.25 4.50-4.75
ECB 4.50 4.25 3.75 3.50 3.50
BOE 5.25 5.25 4.75 4.50 4.50
BOJ 0-0.10 0-0.10 0-0.10 0-0.10 0-0.10
RBA 4.35 4.35 4.35 4.10 4.10
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
13-May AU NAB Business Conditions (Apr) 9
AU CBA Household Spending MoM (Apr) 0.20%
US NY Fed 1-Yr Inflation Expectations (Apr) 3.00%
14-May JN PPI YoY (Apr) 0.80%
UK Average Weekly Earnings 3M/YoY (Mar) 5.60%
UK ILO Unemployment Rate 3Mths (Mar) 4.20%
UK Payrolled Employees Monthly Change (Apr) -67k
EC ZEW Survey Expectations (May) 43.9
US NFIB Small Business Optimism (Apr) 88.5
US PPI Final Demand YoY (Apr) 2.10%

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.




