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Global Markets Research

Daily Market Highlights

23 Jan: Dow Jones and S&P 500 rose to record highs

UST yields closed mostly lower; DXY just above the flatline
PBoC maintained its 1Y- and 5Y loan prime rates; BOJ to decide today

Smaller decline in US leading index; Malaysia’s CPI hovered at near 3-year low
e Stocks rose as investors built on the previous session’s optimism to record Key Market Metrics

highs. Driving the upbeat tone was beliefs that the FOMC and major central Level did (%)

banks are done hiking interest rates this cycle, underpinning gains in both  Equities

stocks and bonds. On Monday, gains from the technology heavyweights to  Dow Janes 38,001.81 0.36
banking stocks pushed the Dow Jones Industrial Average up 0.4% d/d past 38k  sgp 500 4,850.43 0.22
for the first time ever, the S&P 500 up +0.2% d/d to another fresh all time high  naspaq 15,360.29 0.32
and Nasdaq Composite up 0.3% d/d. Shares of small companies in the Russell Stoxx Eur 600 472.86 0.77
2000 outperformed while investors await a slew of economic data and ;149 7,487.71 0.35
corporate earnings this week. This includes the first reading of the 4Q GDP and Nikkei 225 36,546.95 1.62
core-PCE prices, and on the corporate front, results from Tesla to P&G. e 3,218.90 .56
European markets also logged a positive start to the new trading week as S 14,961.18 e
investors await ECB’s monetary policy decisions. Commerzbank, nonetheless,

slipped 4.3% d/d after the BofA downgraded the stock to “underperform” Straits Times 314812 010
from “neutral.” Asian markets closed mixed, with Nikkei 225 hovering near its <! 30 Lo 0
34-year high but Hang Seng and CSI 300 slipped between 1.6-2.3% d/d, the

former led by real estate stocks after the PBoC left its prime loan rates EX

unchanged. Dollar Index 103.33 0.04
With the exception of the 2Y, Treasury yields retreated in tune to 1-2bps EUR/USD 1.0883  -0.14
across the curve. The 10Y closed down 2bps to 4.11%, while the 2Y edged up ~ GBP/USD EE bl
1bps to 4.39%. 10Y European bond yields fell between 2-7bps. USD/JPY 148.10  -0.01
Trading in DXY was choppy but ended just above the flatline at 103.33, a fifth ~ AUD/USD 0.6570  -0.41
straight session over the 103-handle and ahead of central bank policy USD/CNH 7.1939 -0.13
decisions in Japan and the Eurozone. The Dollar mostly strengthened against  usp/myYR 4.7308 0.26
its G10 peers, but closed just below the flatline against GBP, SEK and JPY.  ysp/sGp 1.3419 0.08
Greenback, meanwhile, closed mixed against regional currencies. Specifically,

CNH appreciated slightly by 0.1% d/d to 7.1939 against USD after PBoC's o nmodities

decision to stay pat in its latest monetary policy decision. WTI (§/bbl) 75.19 2 49
Oil prices gained 1.9-2.4% d/d after a Ukraine drone attack shut down a Brent ($/bbl) 80.06 1.91
Novatek gas terminal on the' Baltic coast, near a major oil e'xport t.erminal and Gold ($/02) 2,022.20 0,35
threatening the flow of Russian crude exports. Elsewhere, Libya said that flows Copper ($$/MT) 8,345.50 0.07

from the Sharara field would resume after a 3-week stoppage.

Aluminum($/MT) 2,159.00 -0.32

CPO (RM/tonne)

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 19 Jan for CPO

3,951.00 1.24

PBoC maintained its 1Y- and 5Y loan prime rates steady

e As widely expected, China maintained its 1- and 5Y loan prime rate steady at
3.45% and 4.20% respectively. As it is, the economy is still battling with a
sluggish environment and longest deflationary streak since the Asian Financial
Crisis, and to address this, we expect authorities to focus on structural
reforms, cuts in its reserve requirement ratio (RRR) and ramping up liquidity
injections to support the economy, the latter especially before the upcoming




Lunar New Year holidays when cash demand from corporates and households
usually picks up.

The contraction in US leading index narrowed further

The contraction in the Conference Board’s Leading Economic Index (LEI)
narrowed more than expected and for the second month to -0.1% m/m in
December (Nov: -0.5% m/m). In tandem with this, the LEl’'s 6M and 12M
growth rates have turned upward but remain negative, continuing to signal
weakness in the economy. Six out of 10 leading indicators made positive
contributions to the index during the month, but these were offset by
weakness in the manufacturing sector, the high interest-rate environment and
low consumer confidence.

Hong Kong’s inflation remained tame, softening to +2.4%

Inflation rate in Hong Kong remained moderate, decelerating more than
expected to +2.4% y/y in December (Nov: +2.6% y/y and 2023: +1.7% y/y).
Prices of meals out & takeaway food as well as clothing & footwear continued
to see visible increases, although price pressures on other major components
remained broadly in check. Moving forward, overall inflation should stay
moderate in the near term, as external price pressures should continue to
recede but domestic business costs might face some upward pressures as the
economy continues to recover.

Malaysia’s headline CPI hovered at its lowest in nearly three years at 1.5%
y/y in December

Malaysia’s headline CPI stabilized at +1.5% y/y in December as widely
expected, hovering at its lowest since Feb-2021, as a softer gain in food
inflation was neutralized by a reacceleration in non-food prices. Core CPI
moderated for the 3rd straight month, to a 22-month low of 1.9% y/y in
December (Nov: +2.0% y/y), while services CPI also lost steam for the 10th
straight month, to 1.9% y/y, a 20-month low. For the whole of 2023, CPI
increased 2.5% y/y as expected, slowing from the +3.3% increase in 2022.

We expect inflation outlook to remain moderate in the absence of any
significant supply and demand shocks. Ongoing conflict between Israel and
Hamas appeared to have had little impact on oil and other commodity prices
thus far but we see heightened risk stemming from the recent Red Sea-related
shipment rerouting. In addition, the imminent spike in inflation in the wake of
more subsidy rationalization is expected to be manageable. We estimate full
year 2024 CPI could potentially average 3.2% (1.0ppt higher from base case of
2.2%) assuming abolishment of eggs subsidy and phased adjustment in
electricity tariffs in 2Q, as well as gradual pullback in fuel subsidies in 3Q.
Impact from the 2.0ppt increase in SST as well as imported inflation are also
expected to be well-contained. We therefore expect BNM to maintain the OPR
at 3.00% on the back of continued moderate growth and price outlook.
Foreign reserves continued with its upward trend, rising $1.6bn to $115.1bn
as of mid-January (2H of December: +50.7bn). The reserves level is sufficient
to finance 5.4 months of imports of goods and services and 1.0 times of the
total short-term external debt.

House View and Forecasts

FX This Week 1Q-24 2Q-24 3Q-24 4Q-24
DXY 101-105 100 99 99 98

EUR/USD 1.07-1.11 111 111 1.10 1.09
GBP/USD 1.25-1.29 1.28 1.29 1.27 1.26
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uUsD/JPY 145-150 139 137 135 133
AUD/USD 0.64-0.68 0.69 0.69 0.70 0.71
USD/MYR 4.68-4.74 4.55 4.50 4.45 4.39
USD/SGD 1.33-1.36 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
23-Jan AU NAB Business Conditions (Dec) 9
SI CPI YoY (Dec) 3.60%
US Philadelphia Fed Non-Manufacturing Activity (Jan) 6.3
EC Consumer Confidence (Jan P) -15
US Richmond Fed Manufact. Index (Jan) -11
US Richmond Fed Business Conditions (Jan) 0
JN BOJ Policy Balance Rate -0.10%
24-Jan AU Judo Bank Australia PMI Mfg (Jan P) 47.6
AU Judo Bank Australia PMI Services (Jan P) 47.1
AU Westpac Leading Index MoM (Dec) 0.07%
JN Exports YoY (Dec) -0.20%
IN Jibun Bank Japan PMI Mfg (Jan P) 47.9
JN Jibun Bank Japan PMI Services (Jan P) 51.5
MA BNM Overnight Policy Rate (45292) 3.00%
EC HCOB Eurozone Manufacturing PMI (Jan P) 44.4
EC HCOB Eurozone Services PMI (Jan P) 48.8
UK S&P Global UK Manufacturing PMI (Jan P) 46.2
UK S&P Global UK Services PMI (Jan P) 53.4
UK CBI Trends Total Orders (Jan) -23
US MBA Mortgage Applications 10.40%
US S&P Global US Manufacturing PMI (Jan P) 47.9
US S&P Global US Services PMI (Jan P) 51.4

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.




