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15 April: Risk-off mood amidst geopolitical worries

US equity markets and UST yields fell; US Dollar and oil prices rallied
UK’s GDP grew in February; expected to pull out of technical recession in 1Q
Dampened growth outlook in China amid weak credit demand and external trade

US equities sold off last Friday as inflation and geopolitical worries once
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Elevated inflation rate weighed on US consumer sentiment Gold ($/02) el
The preliminary reading of April’s University of Michigan Sentiment index fell Copper ($5/MT) 9,457.50 1.24
more than expected to 77.9 from 79.4 the prior month. The downtick  Aluminum($/MT) 2,494.00 1.63
reflects a retreat in both the current and expectations sub-indices, as  cpPoO (RM/tonne) 4,500.00 0.30

elevated inflation rate and uncertainty over the economy due to the
upcoming election weighed on sentiment. For the former, year-ahead
inflation expectations ticked up 0.2ppts to 3.1%, just above the 2.3-3.0%
range seen in the two years prior to the pandemic, while long-run inflation
expectations also edged up 0.2ppts to 3.0%.

Import prices also increased for a third straight month and unexpectedly
accelerated to +0.4% m/m in March (Feb: +0.3% m/m). The uptick was
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driven by higher costs of energy products and food, but underlying imported
inflation pressures were tame, as reflected by the non-fuel import prices
decelerating to +0.1% m/m from +0.2% m/m previously.

UK expected to pull out of technical recession in 1Q

Matching expectations, monthly GDP grew for the second month in February
(+0.1% m/m vs +0.3% m/m), adding to evidence that the economy will most
likely recover from its shallow recession in 2H of 2023. Manufacturing
jumped 1.2% m/m (Jan: -0.2% m/m), much stronger than expected, with
widespread growth and especially for the car sector. Services expanded by
0.1% m/m (Feb: +0.3% m/m), with public transport and haulage as well as
telecommunication recording strong growths. On the other hand, the
construction fell 1.9% m/m (Jan: +1.1% m/m) as the wet weather hampered
many building projects.

As it is, the latest data reaffirmed that the economy is turning a corner albeit
slowly, further supported by drop in utility bills, recovery of real incomes and
cut in the national insurance, but households will feel the pinch from the
expiry of the fixed rate mortgage deal.

Strong rebound in Japan’s core machinery orders

Core machinery orders came much stronger than expected, rebounding to
4+7.7% m/m in February (Jan: -1.7% m/m) although orders fell 1.8% on a y/y
basis (Jan: -10.9% y/y). The uptick was driven by an acceleration in the orders
from the non-manufacturing sector (+9.1% m/m vs +6.5% m/m), while
orders from manufacturing (+9.4% m/m vs -13.2% m/m) turnaround led by
broad improvements in all sub-sectors. Of note, in a sign of sustainable
demand for global semi-conductor are the double-digit growths for electrical
machinery, information and communication electronics as well as
automobiles.

Weak credit demand and dip in imports point to weak domestic demand in
China; exports fell more than expected on high base

A slew of soft economic data from China, a challenge to hopes that the
economy is on a sustainable recovery to achieve the government’s targeted
5% growth. On the external front, exports fell more than expected by -7.5%
y/y in March after growing 7.1% y/y in the first two months of the year. The
sharp pullback partly reflected a high base effect in March 2023 when the
economy reopened after languishing under strict COVID-19 controls, but
with the latest China PMIs and global demand turning more positive, we
expect orders to pick up modestly later in the year. As it is, exports YTD have
been driven by higher demand for steel products as well as manufactured
foods like cars and semiconductors.

In a sign of weak domestic demand, meanwhile, imports unexpectedly
slipped 1.9% y/y following a 3.5% y/y gain in Jan-Feb, while credit expansion,
using net new yuan loans as a benchmark, slowed slightly to 3.1tn yuan in
March (Jan-Feb: 3.2tn yuan), reflecting a tailing off post Lunar New Year
spending as well as still sluggish property market.

House View and Forecasts

FX This Week 2Q-24 3Q-24 4Q-24 1Q-25
DXY 103-107 103.44 102.41 101.38 100.37
EUR/USD 1.06-1.09 1.09 1.10 1.08 1.07
GBP/USD 1.24-1.28 1.27 1.28 1.27 1.25
usb/JpY 150-155 148 145 142 140
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AUD/USD 0.64-0.67 0.66 0.67 0.67 0.68
USD/MYR 4.73-4.79 4.68 4.63 4.56 4.49
USD/SGD 1.34-1.37 1.34 1.32 1.31 1.30
Rates, % Current 2Q-24 3Q-24 4Q-24 1Q-25
Fed 5.25-5.50 5.25-5.50 4.75-5.00 4.50-4.75 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
15-April CH 1-Yr Medium-Term Lending Facility Rate 2.50%
EC Industrial Production SA MoM (Feb) -3.20%
US Empire Manufacturing (Apr) -20.9
US Retail Sales Advance MoM (Mar) 0.60%
US NAHB Housing Market Index (Apr) 51
15-22 Apr UK Rightmove House Prices MoM (Apr) 1.50%
16-Apr CH New Home Prices MoM (Mar) -0.36%
CH GDP YoY (1Q) 5.20%
CH Fixed Assets Ex Rural YTD YoY (Mar) 4.20%
CH Industrial Production YTD YoY (Mar) 7.00%
CH Retail Sales YTD YoY (Mar) 5.50%
CH Surveyed Jobless Rate (Mar) 5.30%
UK Average Weekly Earnings 3M/YoY (Feb) 5.60%
UK ILO Unemployment Rate 3Mths (Feb) 3.90%
UK Employment Change 3M/3M (Feb) -21k
EC ZEW Survey Expectations (Apr) 335
EC Trade Balance SA (Feb) 28.1b
US Building Permits MoM (Mar) 1.90%
US Housing Starts MoM (Mar) 10.70%
US New York Fed Services Business Activity (Apr) 0.6
US Industrial Production MoM (Mar) 0.10%

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.




