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Global Markets Research

Daily Market Highlights

17 Jan: Waller said the Fed does not need to move as quickly

Waller: Fed should be methodical and careful when lowering rates
US stocks closed in red; DXY jumped above 103; 10Y UST yields back above 4.00%
Premier Li said China grew around 5.2% in 2023; UK wage growth slowed sharply

e Wall Street slumped as markets reopened after the long weekend holiday, ~Key Market Metrics

largely weighed down by comments from Fed Governor Waller who pushed Level did (%)
back against aggressive rate cuts expectations. In a virtual event hosted by  Equities
Brookings Institutions, he said that the central bank should be methodicaland  pow Jones 37,361.12 -0.62
careful when lowering rates and added that the bank does not need to move  ¢gp 500 4,765.98 0.37
as quickly as in the past. This sent all the 3 major indices sliding 0.2-0.6% d/d A DAQ 14,044.35 0.19
at close.. Se.lllng. was especially pronounced |'n the energy sector after the ¢~ © oo 473.06  0.24
retreat in oil prices and after Shell halted shipments through the Red Sea. FTSE 100 7,558.34 0.48
Most financial stocks were also under pressure with the kick-off of the Nikkei 295 36,619.18 0.79
earnings reporting season.
L . cs1 300 3,300.88 0.61
e Similarly, European markets also closed mostly in the red as ECB members 15.865.92 o1
talked about rate cuts at Davos. ECB officials have expressed a series of Hang Seng T ’
Straits Times 3,184.99 0.45

diverging views at the summit so far, but have largely pushed back on market
expectations for a cut soon. Hang Seng tumbled 2.2% d/d amid broader KLCI 30
decline in Asian markets, although CSI 300 gained. Nikkei 225 also snapped its

1,493.87 -0.48

6-day winning streak. EX

e Treasury yields rose across the curve led by long-dated bonds post Waller’s  DollarIndex 103.36 0.93
comments. The 10Y rebounded back above the 4.00% level to close at 4.06%  EUR/USD 1.0875 -0.68
(+12bps), while the 2Y gained 8bps to 4.22%. 10Y European bond yields closed  gBp/usD 1.2637 0.7
up between 1-5bps save for the Swedish sovereign bonds. USD/IPY 147.19 1.00

e DXY, on the other hand, had one of its best sessions in months, settling above 4, D/USD 0.6584 1.14
103 for the first time since December at 103.36 (+0.9% d/d). Against USD, EUR USD/CNH 7.9190 0.47
and GBP weakened 0.7% d/d each, the latter slipping after data showed that USD/MYR 4.6945 0.51
British wage growth slowed sharply. In Asia, JPY depreciated sharply by 1.0% USD/SGD 1.3425 0.68

d/d after data showed Japan’s wholesale price index stayed flat y/y in
December, taking pressure off the BOJ to back away from its monetary

stimulus measures soon. CNH, MYR and SGD also weakened between 0.5- Commodities

0.7% d/d. Investors will be closely watching out for China’s GDP today for WTI (/bbl) 72.40 0.39
impact on the CNH after Premier Li Qiang commented that the Chinese Brent(S/bbl) 7829  0.18
economy grew around 5.2% in 2023 (target: 5.0%) in Davos. Gold ($/0z) 203020  -1.04
e Qil closed mixed between -0.4% and +0.2% d/d in a tug of war between risk- Copper ($5/MT) 8,354.50 0.32
off sentiment and supply disruption in North Dakota as well as geopolitical ~ Aluminum($/MT) 2,214.00 0.43
tension in the Red Sea. CPO (RM/tonne) 3,841.00 0.64

Source: Bloomberg, HLBB Global Markets Research

Empire Manufacturing Index unexpectedly dropped sharply * Dated as of 15 Jan for CPO
e Business activity dropped sharply in New York, with the Empire
Manufacturing Index unexpectedly worsening to -43.7 in January (Dec -14.5).
This is the lowest since May 2020 as new orders and shipments sub-indices
posted sharp declines. Unfilled orders continued to shrink significantly,

delivery times shortened, inventories edged lower while employment-related




sub-indices declined modestly. The increase in input prices picked up, but the
increase in selling prices were little changed. Looking ahead, firms expect
conditions to improve but optimism remains subdued.

Eurozone’s inflation expectations and investor sentiment eased

e Mixed slew of data from the Eurozone. The ECB 1- and 3Y CPI expectations
eased to 3.2% and 2.2% respectively in November (Oct: 4.0% and 2.5%). This
is the lowest since February 2022. The ZEW Survey Expectations Index also
edged down slightly to 22.7 in January (Dec: 23.0), but sentiment in Germany,
its largest economy within the bloc, unexpectedly improved to 15.2 (Dec:
12.8). The uptick for the latter was lifted by expectations that the ECB will
make interest rate cuts in the 1H of the year.

Slower wage growth in the UK boost case for easing price pressure

e Matching expectations, wage growth (excluding bonuses) slowed sharply to
6.6% for the three months ended November (Oct: +7.2% y/y), easing wage-
price spiral concerns and bolstering the case for a BOE pivot towards rate cuts
in the coming months. Accompanying data also showed a cooling labour
market, with vacancies falling 49k in December led by the wholesale & retail
trade; repair of motor vehicles & motorcycles, and transport & storage
sectors, and the number of payrolled employees fell 24k m/m (Nov: +9k).

House View and Forecasts

FX This Week 1Q-24 2Q-24 3Q-24 4Q-24
DXY 100-104 100 99 99 98
EUR/USD 1.08-1.11 1.11 1.11 1.10 1.09
GBP/USD 1.26-1.30 1.28 1.29 1.27 1.26
USD/JPY 144-149 139 137 135 133
AUD/USD 0.65-0.69 0.69 0.69 0.70 0.71
USD/MYR 4.63-4.72 4.55 4.50 4.45 4.39
USD/SGD 1.32-1.35 1.31 1.30 1.29 1.28
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

17-Jan SI Non-oil Domestic Exports SA MoM (Dec) 0.30%
CH New Home Prices MoM (Dec) -0.37%
CH GDP YoY (4Q) 2.90%
CH Industrial Production YTD YoY (Dec) 4.30%
CH Fixed Assets Ex Rural YTD YoY (Dec) 2.90%
CH Property Investment YTD YoY (Dec) -9.40%
CH Retail Sales YTD YoY (Dec) 7.20%
CH Surveyed Jobless Rate (Dec) 5.00%
UK CPI Core YoY (Dec) 5.10%
UK PPI Output NSA YoY (Dec) -0.20%
UK PPI Input NSA YoY (Dec) -2.60%
UK House Price Index YoY (Nov) -1.20%
EC CPI Core YoY (Dec F) 3.40%
US MBA Mortgage Applications 9.90%
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US New York Fed Services Business Activity (Jan) -14.6
US Retail Sales Advance MoM (Dec) 0.30%
US Import Price Index MoM (Dec) -0.40%
US Export Price Index MoM (Dec) -0.90%
US Industrial Production MoM (Dec) 0.20%
US NAHB Housing Market Index (Jan) 37

18-Dec US Federal Reserve Releases Beige Book Hong Leong Bank Berhad
JN Core Machine Orders MoM (Nov) 0.70% Fixed Income & Economic Research, Global
AU Consumer Inflation Expectation (Jan) 4.50% Markets
UK RICS House Price Balance (Dec) -43% Level 8, Hong Leong Tower
AU Unemployment Rate (Dec) 3.90% 6, Jalan Damanlela
JN Industrial Production MoM (Nov F) -0.90% Bukit Damansara
HK Unemployment Rate SA (Dec) 2.90% 50490 Kuala Lumpur
US Building Permits MoM (Dec) -2.50% Tel: 603-2081 1221
US Philadelphia Fed Business Outlook (Jan) -10.5 Fax: 603-2081 8936
US Housing Starts MoM (Dec) 14.80% HLMarkets@hlbb.hongleong.com.my
US Initial Jobless Claims 202k

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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