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26 Feb: Quiet trading in Wall Street

UST yields fell, DXY closed just below the flatline amidst an empty US economic calendar
Contraction in China’s home prices narrowed, FDI plunged double digit in January
Milder than expected inflation prints for Malaysia and Singapore

e Trading action was quiet in Wall Street on Friday, with S&P 500 and Dow Jones Key Market Metrics

Industrial Average adding less than 0.2% d/d each, while some profit taking Level did (%)
sent Nasdag down 0.3% d/d. This comes one day after the index soared 3.0%  Equities
d/d, its largest 1-day jump in a year due to Nvidia. Palo Alto Networks shares  pow Jones 39,131.53 0.16
recovered 5.3% d/d from its plunge earlier in the week after it cut its forecast, ggp 500 5,088.80 0.03
and was one of the leading gainers in S&P 500. Warner Bros was amongst the NASDAQ 15,996.82 028
laggards, falling 9.9% d/d after its revenue and earnings missed expectation. Stoxx Eur 600 497.25 0.43
Elsewhere, European stocks extended their positive momentum with autos o 7.706.28 0.28
and chemical sectors leading gains, while technology and energy fell. Shares of Nikkei 225 29,098.68 219
Standard Chartered jumped after unveiling a $1bn share buyback after its
profit beat. Asian markets closed mixed, with China stocks rising for the ninth 1300 e b
straight session as investors digested the property prices data. e 1672586 -0.10
Treasuries posted modest gains amidst an empty economic calendar on the Us ~ Straits Times 318491 .18
front, sending yields down between 2-9bps across the curve, The 2Y closed  KLCI 30 R e
down 2bps to 4.69% and the 10Y slipped 7bps to 4.25%. 10Y European bond
yields fell between 2-11bps. EX
DXY finished little changed at 103.94, close to the middle of the days’ 103.77- Dollar Index 103.94  -0.02
104.05, but still below 104-handle for the second day. As it is, the greenback  eur/usD 1.0821 -0.02
saw some support from Fed officials’ comments earlier in the week that they  ggp/usp 1.2672 0.09
want more evidence of inflation heading back to the 2% target before cutting USD/IPY 150.51 -0.01
rates. G10 currencies closed mixed against USD in tune to +/-0.3% d/d, while AUD/USD 0.6562 0.08
regional currencies mostly weakened against greenback save for the JPY. Em T 7.2057 0.05
Prices of crude oil fell between 2.5-2.7% d/d amidst lack of catalyst on Friday. ST 47773 0.04
As it is, prices for crude oil have been caught between bullish tailwinds from
geopolitical concerns and OPEC+ output cut and bearish views from flagging USD/SGD 13431 o
demand concerns from China.

Commodities
Eurozone’s 1Y inflation expectations edged up; Slightly less pessimistic = WT! ($/bbl) Gl
German business sentiment Brent ($/bbl) 81.62  -245
ECB 1Y CPI expectations edged up to 3.3% in January (Dec: 3.2%) while those  Gold ($/0z) 2,038.60 0.94
for inflation 3 years ahead unexpectedly held steady at 2.5%. Both remained  opper ($$/MT) 8,567.50 -0.20
well below the perceived past inflation rate, while uncertainty about inflation  ajyminum($/mT) 2,180.00  -0.82
expectations over the next 12 months also remained stable. CPO (RM/tonne) 4,001.50 0.04

Sentiment among German companies was slightly less pessimistic, with the ifo
Business Climate Index rising to 85.5 points in February (Jan: 85.2).
Assessments of the current situation remained unchanged, as positive and
negative responses were nearly in balance. All in, these suggest that the
German economy is stabilizing at a low level.

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 22 Feb for CPO
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Japan’s Services PPl unexpectedly eased to +2.1%

e Data this morning showed that services producer prices (PPl) unexpectedly
eased to +2.1% y/y in January (Dec: 2.4% y/y) and registered its first monthly
contraction since June 2023. The 0.5% m/m contraction during the month
(Dec: +0.1% m/m) was underpinned by a decline in prices across most sub-
components save leasing and rental (0% vs -0.2% m/m), and will give more
ammunition to BOJ to maintain its ultra-loose policy in the near term.

Contraction in China’s home prices narrowed, FDI plunged double digit in
January

e The contraction in home prices, both new and used, narrowed to -0.4% m/m
and -0.7% m/m in January (Dec: -0.5% m/m and -0.8% m/m), with prices for
the former falling in 56 cities rather than 62 previously. This is the first sign of
improvement in 10 months and albeit soft, prices will be supported by
intensified stimulus measures announced recently going forward. Amongst
others, this includes the cut in the 5Y lending rates to support the ailing
housing market and increased pressure on banks to boost their property loans
through so-called white lists. Separately, investors remain cautious on
investing in China, with foreign direct investment plunging 11.7% y/y in
January (2023: -8.0% y/y).

Singapore’s inflation unexpectedly eased despite GST hike

Defying expectations, both headline and core consumer prices unexpectedly
eased to +2.9% y/y and +3.1% y/y respectively in January (Dec: +3.7% y/y and
+3.3% y/y) amidst smaller gains in costs of services and food, as well as
accommodation and private transport. Moving forward, while core inflation is
expected to pick up in February due to the Lunar New year, price should
resume its gradual moderating trend on the back of lower imported costs,
signs of easing demand-pull price pressures as well as large supply of COE and
housing units for rent. While this would give the central bank more leeway to
loosen its policy settings later in the year should the need arise, there is no
change in our view that MAS will stay pat when they next meet in April and for
the rest of 2024 at this juncture.

Benign inflation outlook for Malaysia

Malaysia’s headline CPI stabilized for the 3rd straight month at +1.5% y/y in
January, contrary to our expectation for an easing to +1.4% y/y and consensus
estimate for an uptick to +1.6% y/y. Core inflation, meanwhile, tapered off for
the 4th straight month to 1.8% y/y in January (Dec: +1.9% vy/y), its lowest in
nearly two years while services CPI held steady at +1.9% y/y in January, after
easing in the last ten months. Month-on-month, consumer prices sustained a
0.2% m/m increase, the same pace as the preceding month. This confirmed
that inflation outlook remained very well-contained on the back of easing food
inflation and in the absence of any demand or supply driven shocks. We expect
CPI to settle within its long run average of 2- 3%, allowing BNM to keep OPR
steady at 3.00% through the year.

House View and Forecasts

FX This Week 1Q-24 2Q-24 3Q-24 4Q-24
DXY 102-105 101.84 101.33 100.82 100.32
EUR/USD 1.07-1.10 1.10 1.11 1.11 1.10
GBP/USD 1.25-1.29 1.28 1.29 1.29 1.27
usb/JpY 148-152 142 140 137 134
AUD/USD 0.64-0.67 0.68 0.68 0.69 0.70




USD/MYR 4.74-4.80 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
Up Next
Date Events Prior
26-Feb Sl Industrial Production SA MoM (Jan) -1.70%
UK CBI Total Dist. Reported Sales (Feb) -33
US New Home Sales MoM (Jan) 8.00%
US Dallas Fed Manf. Activity (Feb) -27.4
27-Feb JN Natl CPI YoY (Jan) 2.60%
HK Exports YoY (Jan) 11.00%
US Durable Goods Orders (Jan P) 0.00%
US Cap Goods Orders Nondef Ex Air (Jan P) 0.20%
US FHFA House Price Index MoM (Dec) 0.30%
US S&P Corelogic CS 20-City MoM SA (Dec) 0.15%
US Richmond Fed Manufact. Index (Feb) -15
US Conf. Board Consumer Confidence (Feb) 114.8
US Richmond Fed Business Conditions (Feb) -3
US Dallas Fed Services Activity (Feb) -9.3

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.




