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Daily Market Highlights

29 Jan: Softer core-PCE prices set stage for Fed pivot

Robust US personal spending; pending home sales posted strongest gain in 3 years
China tightened lending rule to support the stock market; industrial profits fell in 2023
MAS kept monetary policy unchanged; cut its headline CPI forecast for 2024 on COE

e The US equities markets faltered on Friday, with the three major indices Key Market Metrics

closing mixed (-0.4% to +0.2% d/d) and the S&P 500 snapping its 5-day fresh Level did (%)
highs. Weighing on stocks were the tech sector after chipmaker Intel Equities
tumbled nearly 12% after giving a disappointing sales outlook for the current  pow Jones 38,109.43 0.16
quarter. Offsetting the decline in tech stocks were American Express, which  ¢gp 500 4,890.97  -0.07
rallied more than 7% d/d after sharing a better-than-expected forecast for ¢ DAQ 15,455.36 0,36
2024 as well as Colgate-Palmolive which gained 2% d/d after delivering a Stoxx Eur 600 483.84 111
better-than-expected 4Q earnings. s 7,635.09 1.40
e In Europe, Stoxx Eur 600 hit its 2-year high, as LMVH above-forecast sales for . 36.751.07 134
2023 boosted luxury names in the region. Shares of the luxury goods maker 1 300 3,332.82 e
jumped 13% d/d. Major Asian markets mostly declined as EV stocks
extended their sell-offs. Shares of some Chinese biotech stocks also slipped IS SR 15,952.23 160
after US politicians proposed a law that could restrict their access to the Straits Times 3,169.83 0.3
American markets. KLCl 30 LRz Lak
e Treasuries cheapened further after a hotter than expected US personal
spending data further took out March rate cut bets, overshadowing the FX
bigger than expected pullback in core PCE print. The 2Y yield rose 6bps to  Dollar Index 103.43 -0.14
close at 4.35% and the 10Y rose 2bps to 4.14%. 10Y European bond yields = EUR/USD 1.0853 0.06
closed mixed between -2 to +5bps. GBP/USD 1.2703 -0.04
e DXYfellto as low as 103.15 following the PCE inflation reading but narrowed  yspyspy 148.15 0.33
its losses to close at 103.43 (-0.1% d/d), mixed against its G10 peers as well AUD/USD 0.6575 -0.15
as regional currencies. EUR recovered from its 6-week low and appreciated USD/CNH 7.1385 0.12
by 0.1% d/d one day after ECB stood pat at its policy meeting, while GBP s 47300 0.03
closed just below the flatline as BOE is set to announce its decision on the EEED 1.3411 0.07
bank rate this week. Elsewhere, JPY depreciated by 0.3% d/d after Friday
data showed that Tokyo inflation slowed below the central bank’s 2% target,
casting doubt on BOJ’s willingness to end its negative interest rates. Commodities
e In the crude oil market, the West Texas Intermediate jumped 0.8% d/d to WTI ($/bbl) 78.01 0.84
$78.01/barrel, a 2-month high after a fuel tanker operating for Trafigura was ~ Brent ($/bbl) . et
struck by a missile. Brent rose at an even bigger rate of 1.4% d/d to $83.55/ Gold ($/0z) 2,017.30  -0.02
barrel. Copper ($$/MT) 8,545.50  -0.27
Aluminum($/MT) 2,274.50 1.61
MAS maintained status quo for monetary policy; Manufacturing output fell on  cpo (RMm/tonne) 3,975.00 0.40

biomedical Source: Bloomberg, HLBB Global Markets Research

e As widely expected, MAS maintained the prevailing rate of appreciation of *Dated as of 24 Jan for CPO
the SSNEER policy band. There will be also be no change to its width and the
level at which it is centred. Highlights from the accompanying statement
includes: 1) GDP growth projected to come in between 1-3% in 2024 (2023:
+1.2%), with the manufacturing and financial sectors supported by the

turnaround in the electronics cycle and anticipated easing in global interest




rates. 2) Core Inflation is projected to slow to an average of 2.5-3.5% for
2024, unchanged from its previous forecast. 3) Amid the declines in COE
premiums and the larger COE supply this year, headline inflation is revised
downwards to 2.5-3.5% for 2024 (Previous forecast: 3—4%). Excluding the
effects of the increase in the GST rate, headline inflation is forecast at 1.5—
2.5%.

Manufacturing output unexpectedly worsened to -2.5% y/y in December
(Nov: 0) due to a double-digit contraction in the biomedical category.
Stripping this, output would have expanded, albeit at a slower pace of +0.5%
y/y (Nov: +1.1% vy/y) weighed down by a contraction in general
manufacturing while growth in transport engineering also slowed sharply.
Exports of electronics, on the other hand, accelerated to +6.3% y/y (Nov:
+5.1% y/y) supported by improved demand in selected end markets such as
smartphones.

Softer core-PCE prices in the US, robust consumer spending

PCE-prices data on Friday adds evidence that prices, while still above target,
are making progress towards the 2% target and will set the stage for the
Fed to pivot going forward. Headline PCE matched expectations to increase
by +0.2% m/m and +2.6% y/y (Nov: -0.1% m/m and +2.6% y/y). More
importantly, core also matched expectations to accelerate to +0.2% m/m
(Nov: +0.1% m/m) but base effects suggest that annual prices moderated
to +2.9% y/y (Nov: +3.2% y/y), its lowest since early 2021. Services prices,
closely monitored by the Fed, also held steady at +0.3% m/m.
Accompanying data showed that personal spending remained strong at
+0.7% m/m (Nov: +0.4% m/m), despite income growth easing to +0.3% m/m
(Nov: +0.4% m/m) as Americans dipped into their savings. Spending was
broad based, led by the financial services and recreation services, as well as
motor vehicles.

Supported by falling home prices and stable home prices, pending home
sales, a forward-looking indicator of home sales, jumped more than
expected and posted its strongest gain in 3 years by +8.3% m/m in
December (Nov: -0.3% m/m). At 77.3 however, a reading under 100 for the
index indicates a still weak pace. Moving forward, job additions and income
growth is expected to further help with housing affordability and with this,
the NAR is projecting existing home sales to increase by 13.0% y/y and
+15.8% y/y respectively for 2024 and 2025. In tandem with this, the annual
median home price is expected to increase by +1.4% to $395.1k in 2024 and
+2.6% to $405.2k in 2025.

Services activity index in the Kansas City was essentially flat in January, with
the regional index improving to -2 (Dec: -7). Firms’ sales stayed steady, but
employment levels fell moderately with only slight increases anticipated in
the coming montbhs.

China tightened lending rule to support the stock market; industrial profits fell
in 2023,

China will stop the lending of certain shares of short selling wef today in a
move to support to support the slumping stock market. According to the
China Securities Regulatory Commission (CSRC), strategic investors won’t be
allowed to lend shares during the agreed lock-up period. Wef March 18,
securities finance firms that borrow shares from institutional investors will
also have to wait for one day before providing them to brokerages instead
of the stock being immediately available.
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e Industrial profits rose for the fifth month by +16.8% y/y in December (Nov:
+29.5% y/y) but profits for the whole of 2023 were down 2.3% y/y. As it is,
the economy continues to battle with falling prices and weak demand, both
domestically and from the external sector, and authorities are expected to
introduce more measures to expand its domestic demand, build up market
confidence, enhance the vitality of businesses and expedite the
establishment of a modern industrial system. Among the 41 industrial
categories, 27 recorded growths in profits for 2024, led by power supply. The
contraction in the manufacturing sector also narrowed throughout 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 1.08-1.10 1.10 1.11 1.11 1.10
GBP/USD 1.26-1.28 1.28 1.29 1.29 1.27
usD/JPY 146-149 142 140 137 134
AUD/USD 0.64-0.68 0.68 0.68 0.69 0.70
USD/MYR 4.67-4.75 4.69 4.66 4.62 4.56
USD/SGD 1.32-1.35 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

29-Jan US Dallas Fed Manf. Activity (Jan) -9.3 Hong Leong Bank Berhad

30-Jan JN Jobless Rate (Dec) 2.50% Fixed Income & Economic Research, Global
AU Retail Sales MoM (Dec) 2.00% Markets
UK Net Consumer Credit (Dec) 2.0b Level 8, Hong Leong Tower
EC Economic Confidence (Jan) 96.4 6, Jalan Damanlela
EC GDP SA QoQ (4Q A) -0.10% Bukit Damansara
US FHFA House Price Index MoM (Nov) 0.30% 50490 Kuala Lumpur
US S&P Corelogic CS US HPI YoY NSA (Nov) 4.77% Tel: 603-2081 1221
US Conf. Board Consumer Confidence (Jan) 110.7 Fax: 603-2081 8936
US JOLTS Job Openings (Dec) 8790k HLMarkets@hlbb.hongleong.com.my
US Dallas Fed Services Activity (Jan) -8.7

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.




