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Global Markets Research
Daily Market Highlights

17 May: Higher US import prices saw traders reweighing rate cuts

Dow briefly topped 40k but retreated amidst higher-for-longer chatters; UST yields and DXY rose
US import prices picked up to a 2-year high; IPI stagnated; housing data undershot expectations
All eyes on Malaysia’s final 1Q GDP and China’s slew of first tier economic data today

e Ajump in Walmart and Boeing shares helped push the Dow briefly above the Key Market Metrics
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DXY firmed up slightly to 104.46 (+0.1% d/d), up from its intraday low of GBP/USD 1.2670 -0.12
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Russian leader Valdimir Putin pledged cooperation against US “containment”. YD 1.3460 0.06
Qil prices closed 0.6-0.8% d/d higher amidst shrinking stockpile in the US and
risk-on sentiment after US CPI cooled for the first time in 6 months. Keeping
prices elevated is also expectations that the OPEC+ will continue with output Commodities
cut when they meet on June 1. sz .2 0.76
Brent (S/bbl) 83.27 0.63
Largest import price increases in two years for the US; IPI stagnated; housing  Gold ($/07) el e
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indicators undershot expectations; jobless claims fell Copper ($5/MT)
Industrial production (IPl) stagnated in April after a downwardly revised 0.1%  Aluminum($/MT) 2,586.50  -0.46
m/m gain previously, restrained by a drop in manufacturing output that cPO (RM/tonne) 3,877.00 -0.82
highlights a sector still struggling for traction. Manufacturing output fell 0.3%  Source: Bloomberg, HLBB Global Markets Research
m/m (Apr: +0.2% m/m), weighed down by declines in business equipment,  Dated asof 15 May for CPO

construction supplies and most durable goods, the latter led by motor vehicles

& parts, for electrical equipment, appliances & components and for wood

products.

The latest data is in line with the latest contraction in the ISM, as US producers

continued to grapple with rising input prices and inconsistent demand. In fact,

the ISM’s latest semi-annual economic forecast also showed manufacturers




expecting 2.1% revenue growth on average this year, a downgrade from their
December projection, while input prices are projected to remain under 2% for
the year.

Import prices unexpectedly accelerated to +0.9% m/m and +1.1% y/y in April
(Mar: +0.6% m/m and +0.4% y/y), the largest increases since 2022, casting a
shadow on the downward drift in inflation outlook. The acceleration was
driven by higher prices for nonfuel industrial supplies & materials; foods,
feeds, & beverages; automotive vehicles; capital as well as consumer goods

In the housing market, housing starts improved in April but this was primarily
driven by the volatile multi-family segment, while single family homes
moderated over the past few months. Amidst a subdued pipeline going
forward and pushed back in the timing of Fed rate cuts in 2H, these will
continue to weigh on housing activities going forward. Housing starts rose less
than expected by 5.7% m/m to 1.36m rate in April (Mar: -16.8% m/m), while
building permits unexpectedly dropped 3.0% m/m to 1.44m (Mar: -5.0% m/m),
the latter seeing single-family permits falling for the third consecutive month.
Initial jobless claims fell 10k to 222k for the week ended May 11, reversing a
portion of the 23k jump the prior week which had pushed claims to the
highest level in more than 8 months. Just a recap, the increase was largely
attributed to a surge in applications in New York related to school spring
breaks. Continuing claims, meanwhile, increased 13k to 1794k the week prior
(Apr 27: +13k). All in, the supply and demand of workers is coming back into a
better balance, just as the Fed would have wanted.

Mixed string of regional indices. The New York Fed Services Business Activity
index climbed nearly 4 points to 3.0 in May, its highest reading in over a year
but firms were, nonetheless, less optimistic about future conditions. The
Philadelphia Fed Business Outlook index declined more than expected to 4.5
(Apr: 15.5), suggesting softer regional manufacturing activity as new orders
and shipments indices turned negative. Firms indicated a decline in
employment, and price indices. Its future activity indices continued to suggest
widespread expectations for growth over the next six months.

Higher than expected unemployment rate in Australia, but still tight market
Despite affirmative signs of softening employment rate, most recent trend
data continues to point to a relatively tight labour market. Jobless rate inched
up more than expected to 4.1% in April (Mar: 3.9%), still around the 4.0%
trend while employment change gained more than expected by +38.5k for
April (Mar: -5.9k). The latter was predominantly driven by part time
employment and is around its average over the 20 years before the pandemic.
As it is, the uptick in unemployment rate largely reflected an increase in
participation rate, more people without jobs available and looking for work, as
well as more people than usual indicating that they had a job that they were
waiting to start in. Consequently, the employment-to-population ratio
remained steady at 64.0%, indicating that recent employment growth is
broadly keeping pace with population growth and still close to historically high
levels seen throughout 2023.

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
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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
17-May S| Non-oil Domestic Exports YoY (Apr) -20.70%
CH New Home Prices MoM (Apr) -0.34%
CH Industrial Production YTD YoY (Apr) 6.10%
CH Retail Sales YTD YoY (Apr) 4.70%
CH Fixed Assets Ex Rural YTD YoY (Apr) 4.50%
CH Surveyed Jobless Rate (Apr) 5.20%
MA GDP YoY (1Q F) 3.90%
HK GDP YoY (1Q F) 2.70%
EC CPI Core YoY (Apr F) 2.70%
US Leading Index (Apr) -0.30%
20-May UK Rightmove House Prices YoY (May) 1.70%
CH 5-Year Loan Prime Rate 3.95%
CH 1-Year Loan Prime Rate 3.45%
MA Exports YoY (Apr) -0.80%
HK Unemployment Rate SA (Apr) 3.00%

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.




