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Global Markets Research
Daily Market Highlights

29 Feb: Treasuries and DXY rose ahead of core-PCE price prints

Global equities ended in the red ahead of US core PCE data; tech-led rally fizzled out
US 4Q GDP revised lower due to inventories; offsetting stronger consumer spending
Dovish RBNZ statement prompted selloff in NZD and AUD

e The artificial intelligence hype that fuelled the recent rally took a breather, Key Market Metrics

pushing all the 3 major indices lower on Wednesday. Shares of Nvidia, Level did (%)
Alphabet and Apple all fell 0.7-1.9% d/d, dragging Nasdaq down 0.6% d/d, Equities
and Dow Jones and S&P 500 sliding 0.1-0.2% d/d respectively. The pause in  Dow Jones 38,949.02 -0.06
the rally also came as investors largely await key data on the inflation front  ¢gp 500 5,069.76 -0.17
today, while fresh data overnight showed that the US economy expanded by NASDAQ 15,047.74 -0.55
a slightly slower pace than expected in 4Q despite a sturdy consumer sector. Stoxx Eur 600 49450  -0.35
Similarly, European stocks also dipped as investors held off from making big i 7,624.98 0.76
bets ahead of the US inflation print. Basic resources and real estate led . 39,208.03 0,08
losses, while the auto sector outperformed. The cautious sentiment also hit

Sl 300 3,450.26 -1.27
regional markets. Hang Seng slipped 1.5% even after Hong Kong scrapped
rules to tighten its property market at its budget announcement. Equity RO SE0 s 1
futures meanwhile signalled that Asian stocks are to echo the decline in US ~ Straits Times 313893 058
equities overnight and extend its downtrend this morning. KLCI 30 dmE A
Meanwhile, Treasury yields fell and the Dollar rose ahead of the Fed’s
preferred inflation metric. Led by the front end, Treasury yields fell across the EX
curve between 2-6bps. The 2Y closed at 4.64% and the 10Y at 4.26%. 10Y Dollar Index 103.98 0.14
Europeans bond yields were modestly down between 1-2bps. EUR/USD 1.0838 -0.06
DXY firmed through to 104.24, but dipped through the afternoon and closed GBpP/USD 1.2662 -0.18
at 103.98 (+0.1% d/d). This comes after Fed officials emphasized incoming  ysp/py 150.69 0.12
economic data guide to the pace of interest rate cuts. Both Fed Presidents AUD/USD 0.6496 0.73
Susan Collins and John Williams said that Fed’s first rate cut will likely be USD/CNH 7.9141 0.00
appropriate later this year, while Raphael Bostic said that he’s currently USD/MYR 47710 0.21
pencilling one cut sometime this summer. NZD plummeted 1.2% d/d and was USD/SGD 1.3462 0.16
the worst performing currency against the G10. This came after the Reserve
Bank of New Zealand surprised with a more dovish statement and dragged
with it, AUD (-0.7% d/d). Most regional currencies also weakened against the Commodities
greenback, led by THB, IDR and PHP. WTI ($/bbl) 84 042
Crude oil prices closed mixed, between -0.4% and +0.1% d/d as investors Brent(S/bbl) 83.68 0.04
weighed expectations that OPEC+ will extend its output cut against rising US ~ Gold ($/0z) Sl

Copper ($$/MT) 8,448.50  -0.30

Aluminum(S/MT) 2,190.50 -0.05
CPO (RM/tonne) 4,022.50 0.94

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 27 Feb for CPO

crude oil inventories. According to the Energy Information Agency, crude
inventories rose by 4.2m barrels in the week ending February 23.

US 4Q GDP revised lower despite stronger consumer spending

e The US economy expanded at a slower pace than initially expected due to a
downward revision to its inventories, masking stronger growths in consumer
spending. 4Q GDP growth was lowered 0.1ppts to +3.2% q/q (3Q: +4.9% q/q)
while consumer spending, which accounts for about 70% of US economy,
expanded by a stronger pace than initially thought at +3.0% y/y (Initial: +2.8%
g/q and 3Q: +3.1% g/q). Investment, government spending and exports also




contributed to growth during the quarter, with the latter at a stronger pace of
+6.4% g/q (3Q: +5.4% qg/q). Separate data also showed than exports (+0.2%
m/m vs +2.5% m/m) remained expansionary and will contribute to growth in
January 2024, although this will be outpaced by stronger imports (+1.1% m/m
vs +1.5% m/m), unexpectedly widened goods trade deficit to $90.2bn (Dec: -
$87.9bn).

All in, despite the downward revision to 4Q GDP, the US economy is expected
to keep churning out growth in 2024, supported by a still favourable labour
market. The IMF expects the US economy to expand 2.1% this year (2022:
+2.5%), more than twice than most of its G10 peers.

In the housing sector, mortgage applications fell for its fifth week and is
approaching its lowest level since 1995 as rates remained elevated above 7%,
further dampened by lack of existing inventory in the primary market.
Applications fell 5.6% w/w for the week ended February 23 (Feb 16: -10.6%
w/w) as both the Refinance and Purchase indices declined by 7.3% w/w and
4.5% w/w respectively (Feb 16: -11.4% w/w and -10.1% w/w).

Eurozone’s economic confidence unexpectedly fell

Economic Confidence unexpectedly fell to 95.4 in February (Jan: 96.1, driven
by a drop in sentiment amongst services, retail trade and construction
managers, while remained broadly stable in industry and increased slightly
among consumers. Sentiment was also desynchronised across the various
countries, with confidence deteriorating markedly in Italy and slightly in
Germany and Poland, improved strongly in the Netherlands and remained
broadly stable in France and Spain. Although the economy will remain
sluggish in the near term on the back of tight monetary policies and elevated
energy prices, improved consumer confidence and a tight labour market
should help to cushion the slowdown in consumer spending and the overall
economy. In fact for the latter, the Employment Expectations Indicator inched
up slightly by 0.2 points to 102.5, and remained above its long-term average.

UK’s business barometer fell amidst higher price expectations

Business barometer in the UK was hit by the double whammy of lower sub-
indices for both business activity next 12 months and current economic
optimism against higher price expectations. Consequently, the Lloyds
Business Barometer fell slightly to 42 in February (Jan: 44), but the Price
Expectations Index rose 2 points m/m to 58.

Australia’s inflation unexpectedly held steady at +3.4%

Defying expectations for an acceleration in prices, inflation unexpectedly held
steady at +3.4% y/y in January and remained the lowest annual inflation since
November 2021. The most significant contributors to inflation were housing,
food & non-alcoholic beverages, alcohol & tobacco as well as insurance &
financial services. Partially offsetting this was contraction in prices for
recreation & culture primarily due to holiday travel and accommodation. As it
is, inflation during the month was impacted by items with volatile price
changes like automotive fuel, fruit & vegetables and holiday travel, thus
stripping this, CPI would have receded to +4.1% y/y for the month (Dec:
+4.2% vy/y). The latest CPI print and upcoming 4Q GDP will feed into the
RBA’s deliberations at the March 18-19 monetary policy meeting and a
moderating inflation will thus, give room for RBA to maintain the cash rate
steady at 4.35%.

$ HonglLeong Bank




Japan’s retail sales topped estimates but IPI registered its worst contraction
since 2020

A mixed set of January indicators were released this morning, suggesting a
fragile economic recovery for Japan. Retail sales beat consensus estimate to
rebound by 0.8% m/m (Dec: -2.6% m/m), while IPI worsened more than
expected to -7.5% m/m (Dec: +1.4% m/m). This is the biggest contraction
since May 202- and bodes ill for the economy who has slipped into a technical
recession and has largely relied on exports, especially for autos to drive
growth recently. In fact, output of motor vehicles was one of the main
contributors to the decline, on top of electrical machinery, and Information
and communication electronics equipment.

Hong Kong’s 4Q GDP growth accelerated to 4.3%

Hong Kong's final 4Q GDP was left unchanged at +4.3% y/y and +0.4% q/q
respectively from flash estimates (3Q: +4.1% y/y and +0.2% y/y), marking the
second consecutive quarter of acceleration although growth was initially
below consensus forecast. With this, the economy rebounded from -3.7% y/y
in 2022 to +3.2% y/y in 2023 and is expected to grow between 2.5-3.5% y/y in
2024.

Largely driving the stronger y/y growth in 4Q was a turnaround in exports of
goods due to low base effect (+2.6% y/y vs -8.7% y/y), while exports of
services remained robust with double digit expansion (+22.2% y/y vs +23.2%
y/y), thanks to the revival of visitor arrivals after the resumption of normal
travel with China and the rest of the world. Private consumption remained
the main contributor to growth, although it moderated to 3.3% y/y (3Q:
+6.2% y/y) due to tightened financial conditions, but also supported by the
removal of anti-epidemic measures throughout the year, rising household
income and the Government's various initiatives.

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
uUsD/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
29-Feb AU Retail Sales MoM (Jan) -2.70%
AU Private Capital Expenditure (4Q) 0.60%
AU Private Sector Credit MoM (Jan) 0.40%
JN Housing Starts YoY (Jan) -4.00%
UK Net Consumer Credit (Jan) 1.2b
UK Mortgage Approvals (Jan) 50.5k
AU Corelogic House Px MoM (Feb) 0.40%
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US Personal Income (Jan) 0.30%
US Personal Spending (Jan) 0.70%
US PCE Core Deflator YoY (Jan) 2.90%
US Initial Jobless Claims 201k
US MNI Chicago PMI (Feb) 46
US Pending Home Sales MoM (Jan) 8.30%

1-March US Kansas City Fed Manf. Activity (Feb) -9
AU Judo Bank Australia PMI Mfg (Feb F) 47.7
JN Jobless Rate (Jan) 2.40%
JN Jibun Bank Japan PMI Mfg (Feb F) 47.2
MA S&P Global Malaysia PMI Mfg (Feb) 49
VN S&P Global Vietnam PMI Mfg (Feb) 50.3
CH Manufacturing PMI (Feb) 49.2
CH Non-manufacturing PMI (Feb) 50.7
CH Caixin China PMI Mfg (Feb) 50.8 Hong Leong Bank Berhad
JN Consumer Confidence Index (Feb) 38 Fixed Income & Economic Research, Global
HK Retail Sales Volume YoY (Jan) 4.80% Markets
EC HCOB Eurozone Manufacturing PMI (Feb F) 46.1 Level 8, Hong Leong Tower
UK S&P Global UK Manufacturing PMI (Feb F) --7.1 6, Jalan Damanlela
EC CPI Core YoY (Feb P) 3.30% Bukit Damansara
EC Unemployment Rate (Jan) 6.40% 50490 Kuala Lumpur
US S&P Global US Manufacturing PMI (Feb F) 51.5 Tel: 603-2081 1221
US Construction Spending MoM (Jan) 0.90% Fax: 603-2081 8936
US U. of Mich. Sentl.ment (Feb F) 79.6 HLMarkets@hlbb.hongleong.com.my
US ISM Manufacturing (Feb) 49.1

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.




