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Global Markets Research
Daily Market Highlights

16 Feb: Cold weather weighed on US retail sales and IPI

S&P 500 closed at fresh record high again; UST yields and DXY fell
European Commission: Inflation to fall faster, economy to grow more slowly in 2024
UK slipped into technical recession; Australia’s unemployment rate jumped to a 2Y high

e The S&P 500 closed at a new record high, and all the three major US stock Key Market Metrics

indices ended in positive territory after clawing back the steep losses suffered Level did (%)
earlier in the week. This marks the 11th record high that the 500-stock  Equities
benchmark has cinched so far this year. The index climbed 0.6% d/d, while  pow Jones 38,773.12 0.91
Nasdaq and Dow Jones also added 0.3% and 0.9% d/d respectively, with  sgp 500 5,029.73 0.58
traders appearing to shrug off the large batch of mixed economic data NASDAQ 15,906.17 0.30
released overnight. Aided by higher oil prices, energy companies were ¢ . o o9 488.54 0.68
amongst the best performing stocks, while weaknesses were observed in a i 7,597.53 0.38
handful of large technology stocks. Nikkei 225 18,157.94 1.91
European markets gained with focus on corporate earnings, and with UK’s 1 300 3,364.93 e
FTSE underperforming its peers after the economy slipped into a technical

, , i o Hang Seng 15,944.63  0.41
recession. Asian markets rebounded after Wednesday’s sell-off. Nikkei 225
closed 1.2% d/d higher and briefly surpassed the 38k mark despite its GDp ~ Straits Times 3,176.69 120
miss. KLCI 30 1,528.38 -0.06
UST vyields initially fell after fresh data showed that retail sales fell in January
but quickly rebounded. The 2Y yield closed just below the flatline at 4.57%, EX
while the 10Y fell 3bps to 4.23%. 10Y European bonds yields closed mixed DollarIndex 10430 -0.41
between -10 to +2bps. EUR/USD 1.0772 0.42
DXY tumbled to its session low of 104.18 from its intra-day peak of 104.71, GBP/USD 1.2600 0.27
before settling at 104.30 (-0.4% d/d), weakening against all its G10 peers and  ysp/ipy 149.93 0.43
closing mixed against regionals. GBP weakened moderately to 1.2543 against AUD/USD 0.6525 0.52
USD shortly after UK’s GDP data release, but pared its losses to close the day USD/CNH 7.2176 0.09
0.3% stronger at 1.2600. JPY, on the other hand, held firm throughout the day USD/MYR 4.7825 0.08
amidst intervention talks, appreciating 0.4% d/d to 149.93. Closer to home, EEEES 1.3457 0.20
SGD strengthened 0.2% d/d against USD despite the downward revision in its
4Q GDP, while MYR strengthened 0.1% d/d ahead of the final 4Q GDP release. o
Oil prices rallied between 1.5-1.8% d/d as a risk on mood eclipsed Commodities
International Energy Agency’s demand warning. Oil prices had fallen earlier in LI ALY 78.03 e
the session after IEA said that the market could be in surplus all year due to ~ Brent (s/bbl) 82.86 1.54
expanding non-OPEC+ supplies and a slowdown in consumption. Accordingly, ~ Gold ($/0z) sl
global oil demand slowed by 35% in 4Q amidst a deceleration in China and the  Copper ($5/MT) 8,314.00 1.43
agency expects global demand to increase by 1.2mb/d in 2024, just half the  Aluminum($/MT) 2,22450  -0.49
rate of last year. On the supply side, IEA also estimated that OPEC+ cut just cPO (RM/tonne) 3,978.50 1.63

330k b/d, a fraction of its pledge. Source: Bloomberg, HLBB Global Markets Research

* Dated as of 14 Feb for CPO, 8 Feb for CSI 300
Cold weather dragged on retail sales and IPI in the US
Retail sales tumbled more than expected by 0.8% m/m in January (Dec: +0.4%
m/m) as cold weather across the US kept shoppers at home and also reflected
holiday spending season payback. Spending pullback was broad-based, led by
weaknesses in interest-sensitive sectors like cars and auto dealers, building




materials, garden equipment and supplies dealers, suggesting that consumers
are still cautious over their budget. However, we do not expect sales to fall off
the cliff given the sturdy employment market and also because January’s
decline was only the second contraction in over the past 10 months.

Impacts from cold weather were also felt in the production sector, with IPI
edging down 0.1% m/m in January (Dec: No change). Both manufacturing and
mining output fell, with notable weather-related decreases observed for
petroleum & coal products, chemicals and plastics & rubber products for the
manufacturing sector and a pullback in oil and gas extraction and a drop in
coal production for the latter. Production of utilities, on the other hand,
jumped 6.0% m/m as demand for heating surged.

Suggesting a potential turnaround for the IPI and sales in February was
improved regional indices for the month. Both the Empire State
Manufacturing Survey and Philadelphia Fed Business Outlook indices improved
more than expected to -2.4 and +5.2 (Jan: -43.7 and -10.6), the latter marking
its first positive reading since August, while optimism for the former remained
subdued.

Import prices unexpectedly rose 0.8% m/m in January (Dec: -0.7% m/m), the
first monthly increase since September 2023 and the largest since March
2022. Despite the January increase, import prices fell 1.3% y/y and have not
risen on a 12-month basis since January 2023. Higher prices for both nonfuel
and fuel imports contributed to the overall increase, with prices for consumer
goods, capital goods, automotive vehicles and foods, feeds & beverages all
contributing to the former.

Initial jobless claims unexpectedly fell for the second week by 8k to 212k for
the week ended February 10 (Feb 3: -7k), but continuing claims jumped 30k to
1895k the prior week (Jan 27: -29k). As it is, overall claims had fallen below
the pre-pandemic average of 218k in 2019, suggesting a still resilient labour
market. Having that said, the string of layoff announcements recently suggests
that claims may rebound above the 2019 level again.

Expectations that mortgage rates will continue to moderate, prospects of
future rate cuts and a protracted lack of existing inventory boosted builder
sentiment for the third straight month, sending the NAHB Housing Market
Index up to 48 in February (Jan: 44). This is above consensus forecast and the
highest level since August 2023. Moving forward, while mortgage rates still
remain too high for many prospective buyers, NAHB anticipates that due to
pent-up demand, many more buyers will enter the marketplace if mortgage
rates continue to decline this year.

European Commission: Inflation will fall faster, economy grow more slowly
Key highlights from the latest European Commission’s forecast include: 1) The
EU economy has entered 2024 on a weaker footing than expected. The EC
expects the economy to accelerate from +0.5% in 2023 to 0.8% in 2024 (-
0.4ppts) and 1.5% in 2025, on the back of growing real wages, a resilient
labour market which should encourage consumers to spend more as well as
on normalised trade performances. 2) Inflation is set to slow down faster than
projected, largely driven by falling energy prices. In the euro area, it is
expected to decelerate from 5.4% in 2023 to 2.7% in 2024 and to 2.2% in
2025. The EC added that the end of the energy support measures as well as
geopolitical tensions could still contribute to raising prices.

The euro area recorded a €65.9bn trade surplus in 2023, a turnaround from a
deficit of -€332.2bn in 2022 as the contraction in exports outpaced imports at
13.5% y/y and 1.2% y/y respectively, the former mainly due to lower energy
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imports from Russia.

UK slipped into technical recession

Britain's economy entered a technical recession in the 4Q of 2023 after it
shrank by a worse-than-expected 0.3% q/q in 4Q (3Q: -0.1% q/q) and with all
main sectors contracting during the quarter. On a monthly basis, GDP is
estimated to have fallen by 0.1% m/m in December, following November’s
4+0.2% m/m and October’s -0.5% m/m and the economy is estimated to have
expanded by +0.4% y/y in 2023 (2022: +4.5% y/y). The Bank of England has
recently emphasized that it expects the economy to pick up in 2024, but the
larger than expected fall in GDP will put pressure on the BOE to cut rates
sooner rather than later, especially with the general election around the
corner. The economy is expected to be supported by a recovery in real
incomes as well as lower energy costs and easing financial conditions.
Separately, policymaker Megan Greene said that there is no guarantee that
the central bank will immediately cut its policy rates when inflation falls to 2%.

Australia’s unemployment rate jumped to a 2Y high as employment change
disappointed; household spending intentions rebounded

While economic indicators continued to be swayed by summer volatility, fresh
data point to moderating pace of economic growth in Australia.
Unemployment rate rose more than expected to a 2-year high of 4.1%, while
the economy only added 500 jobs in January, significantly lower than the
consensus forecast of 25k. According to the Australian Bureau of Statistics
(ABS), employment market remained stable and similar to January 2022 and
2023, the increase in the unemployment rate during the month coincided with
a higher-than-usual number of people who were not employed but who said
they will be starting or returning to work in the future. This reflects changing
seasonal dynamics within the labour market, around when people start
working after the summer holiday period.

Separately, the CBA Household Spending index rebounded by 3.1% m/m in
January (Dec: -3.5% m/m) led by a jump in recreation and household goods,
while the annual increase held steady at 3.6% y/y. Consumer inflation
expectations, meanwhile, held steady for the third month at +4.5% y/y in
February

House View and Forecasts

FX This Week 1Q-24 2Q-24 3Q-24 4Q-24
DXY 102-106 101.84 101.33 100.82 100.32
EUR/USD 1.06-1.09 1.10 1.11 1.11 1.10
GBP/USD 1.25-1.28 1.28 1.29 1.29 1.27
usD/JPY 146-151 142 140 137 134
AUD/USD 0.64-0.67 0.68 0.68 0.69 0.70
USD/MYR 4.73-4.80 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

16-Feb S| Non-oil Domestic Exports SA MoM (Jan) -2.80%
MA GDP Annual YoY 3.80% Hong Leong Bank Berhad
UK Retail Sales Inc Auto Fuel MoM (Jan) -3.20% Fixed Income & Economic Research, Global
US Building Permits MoM (Jan) 1.90% Markets
US New York Fed Services Business Activity (Feb) -9.7 Level 8, Hong Leong Tower
US Housing Starts MoM (Jan) -4.30% 6, Jalan Damanlela
US PPI Final Demand YoY (Jan) 1.00% Bukit Damansara
US U. of Mich. Sentiment (Feb P) 79 50490 Kuala Lumpur

18-Feb CH 1-Yr Medium-Term Lending Facility Rate 2.50% Tel: 603-2081 1221
CH 1-Yr Medium-Term Lending Facilities Volume 995.0b Fax: 603-2081 8936

19-Feb JN Core Machine Orders MoM (Dec) -4.90% HLMarkets@hlbb.hongleong.com.my

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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