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Daily Market Highlights

29 March: Largely positive markets heading into Good Friday

US equity markets closed on a positive note; USD strengthened; USTs mostly cheapened
Upgrade to US 4Q GDP and consumer sentiments; labour data remains firm
Fed Waller said no hurry to cut rates; all eyes on US core PCE tonight

Key Market Metrics

US and European markets closed 1Q on a positive note with most major stock

indices in the green reflecting optimism over interest rate cuts by the majors Level did (%)
and economic growth. In fact, the S&P 500 rose 0.1% d/d on Thursday, Equities

capping its best 1Q performance in five years with a whopping 10.2% gain. pow Jones 39,807.37 0.12
While Al optimism drove gains during the quarter, the rally has also ¢gp 500 5,254.35 0.11
broadened across the rest of the sectors. The Dow Jones also added 0.1% d/d | As DAQ 16,379.46 012
on Thursday, but Nasdaq slipped 0.1% d/d. Investors on Thursday also got ey BT 512,67 0.18
more reasons to be upbeat, after the economy expanded at a stronger rate o 7.952.62 0.26
than previously thought, while consumer confidence also rose to its highest

levels in almost 3 years. Amongst individual stocks, Walgreens Boots Alliance Nikkei 225 L .48
rose 3.2% d/d after beating quarterly results, while furniture retailer RH saw S 3,520.97 0.52
shares jumping after forecasting demand could pick up this year. Hang Seng 16,541.42 0.91
Similarly, European markets also closed Thursday on a positive note, with  Straits Times et e
gains driven by retail and media stocks. Markets will remain closed for Good  KLCl 30 1,530.60 0.51
Friday across the US and Europe, with most trading in the EU not resuming

until Tuesday. In Asia, Japanese stocks fell the most among Asian markets, but  gx

Australian stocks hit a record high, boosted by mining stocks. Following Wall  pollarindex 104.55 0.19
Street, Asian stocks are set to open higher today. EUR/USD 1.0789 0.36
Shorter-term Treasuries cheapened on Thursday, with yields to the 2Y and GBP/USD 1.2624 0.13
10Y rising 5 and 1lbps to 4.62% and 4.20%. The ultra-long 30Y, nonetheless, USD/IPY 151.38 0.03
fell 1bps to 4.34%. With the exception of the Norwegian bonds, 10Y European e 0.6516 0.29
bond yields also rose in tune to 0-7bps. SR 79623 0.12
The Dollar strengthened 0.2% d/d and held near its 6-weeks high at 104.55

after data showed a resilient US economy. SEK led losers against the USD/MYR 4.7345 020
greenback, followed by NOK and NZD. EUR and GBP weakened between 0.1- LEnEEL 1.3503 0.20
0.4% d/d, with the former weighed down by ECB Governing Council member

Fabio Panetta’s comments that inflation is easing quickly and the time to cut ~Commodities

rates is approaching. Meanwhile, the sterling failed to find support from BOE ~ WTI ($/bbl) 8317 2.24
Jonathan Haskel’s comments that rate cuts should be a “long way off.” AUD  Brent ($/bbl) 87.48 1.61
slipped 0.3% d/d, in line with CNH weakness, while JPY closed just below the  Gold ($/0z2) 2,217.40 1.22
flatline after the latest round of verbal intervention by Prime Minister Fumio ¢, 5per ($3/MT) 8,867.00 0.20
Kishida, who said that officials will take appropriate actions on excessive JPY 2,337.00 1.68

Aluminum(5/MT)

CPO (RM/tonne) 4,371.50 0.80

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 26 March for CPO, 27 March for KLCI,
USD/MYR

moves.

e Qil prices sealed another day of gain, gaining another 1.6-2.1% d/d on
Thursday amidst signs of tightening supply. Keeping prices elevated for the
past week were OPEC+’s vow to keep output cut status quo and as tensions
continue to flare in the Middle East and Russia-Ukraine.




A 0.2ppts upgrade to 4Q GDP, stable labour data, strong consumer
confidence for the US

The US economy grew at a faster than initially estimated pace of +3.4% g/q in
4Q (3Q: +4.9% q/q), reflecting upgrades in consumer spending, business
investment as well as state and local government spending. Consumer
spending expanded by +3.3% qg/q, an uptick from its initial estimate of +3.0%
g/q and 3Q’s +3.1% qg/q due to services. The upgrade to business spending
reflected higher outlays on manufacturing as well as commercial and
healthcare structures. The report also showed profits rising at a solid clip of
+4.1% q/q (3Q: +3.4% q/q), driven by nonfinancial corporations.

Meanwhile, separate data points to continued stability in the labour market
and consumer confidence. Jobless claims fell 2k to 210k for the week ended
March 23 (Mar 16: Flat), although continuing claims rose 24k to 1819k the
week prior (Mar 9: -8k). The final University of Michigan Sentiment index was
revised upwards by 2.9ppts to 79.4 in March (Feb: 76.9). Although sentiment
is essentially unchanged throughout 1Q, it is expected to become volatile in
the months ahead as the election season progresses. The better sentiment
was driven by improved expectations of personal finances, improved
sentiment due to strong stock performances and more importantly,
confidence that inflation will continue to soften. Year-ahead and long-run
inflation inched down to 2.9% and 2.8% respectively (Feb: 3.0% and 2.9%). All
in, while firms have generally pulled back on making large -capital
expenditures, decent year-end profitability suggests businesses entered 2024
in adequate financial shape, enabling hiring and a stable labour market, and
sustaining spending going forward.

In the housing market, pending home sales grew faster than expected by
+1.6% m/m in February (Jan: -4.7% m/m) but mortgage applications were
muted despite slightly lower mortgage rates (30Y fixed rate at 6.93%) as
homebuyers continue to hold out for lower mortgage rates and for more
listings to hit the market. Applications fell 0.7% w/w for the week ended 22
March (15 Mar: -1.6% w/w) as applications for purchases and refinancing
both fell for the second week. Moving forward, while ongoing job gains are
clearly increasing demand along with more inventory, home prices are rising
faster than income growth and thus, adds challenges especially for first-time
buyers.

District performances were negative. The Kansas City Fed Manufacturing
Activity index unexpectedly worsened to -7 in March (Feb: -4) although
expectations for future activity held steady while prices continued to grow at
a similar rate to previous months, with a continued spread between raw
materials and finished goods growth. The MNI Chicago PMI unexpectedly fell
for the fourth month to its lowest since May 2023 at 41.4 (Feb: 44.0). The
decline was driven by a reduction in order backlogs, new orders, production,
and supplier deliveries, whilst gains in employment limited the downside. Of
note, participants were asked when they are they planning to make their next
(major) capital investment for growth, 38.5% of participants replied "Unsure",
while 38.4% reported a mixed between 1H and 2H.

Eurozone’s economic confidence rebounded, feeding recovery hopes

Economic Confidence came a shade higher than expected at 96.3 in March
(Feb: 95.5). This marks a rebound from 2 prior months of declines and in line
with a mild recovery in recent economic indicators, supporting expectations
that the region may soon move beyond the current weakness. The uptick
was driven by improved confidence among retailers, consumers and, to a
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lesser extent, services and industry, while confidence remained stable in
construction. Amongst the largest economies, confidence improved markedly
in France, and to a lesser extent in Italy and Germany.

UK’s final 4Q GDP maintained at -0.3% q/q confirming a technical recession
UK’s final 4Q GDP was maintained at -0.3% q/q (3Q: -0.1% q/q), but with the
economy estimated to have expanded by +0.2% m/m in January and recent
economic indicators broadly brighter, we expect UK to have ended its
technical recession in 2H of 2023. Just a recap, the contraction during the
quarter was led by declines in its three main sectors of services, production
and output.

Sold-out Taylor Swift concerts added 0.2ppts to Australia’s retail sales

Broad disinflation trend, softer retail sales and labour market all suggest that
Australia’s policy rate has peaked for this cycle and there is no room for RBA
to hike further. February’s inflation came slightly weaker than expected and
held steady at +3.4% y/y while core eased to +3.9% y/y from +4.1% y/y. The
most significant contributors to inflation were housing, food & non-alcoholic
beverages, alcohol & tobacco as well as insurance & financial services. Taylor
Swift’s performances saw hotel prices spiralling in Sydney and Melbourne,
but elsewhere, accommodation and airfare prices fell due to the end of the
peak travel season. Separate data also showed that consumer inflation
expectations eased 0.2ppts to 4.3% in March.

Meanwhile, retail sales slowed more than expected to +0.3% m/m in
February (Jan: +1.1% m/m), with impact from the seven sold-out Taylor Swift
concerts adding 0.2ppts to growth through increased spending on clothing,
merchandise, accessories and dining out. Stripping this, retail turnover was up
only 0.1%, and underlying trend suggests that spending has stagnated since
November.

Going forward, labour market data suggests that spending is expected to
remain moderate but not fall off the cliff. The number of job vacancies fell by
6.1% qg/q for the three months ended February (Nov: -0.8% q/q), the seventh
quarterly drop in a row. Job vacancies are now 23.5% lower than the peak in
May 2022 but remain well above the pre-COVID-19 pandemic level. The
decline in job vacancies was seen across many industries, led by arts &
recreation services as well as public administration & safety. There were
some industries that recorded growth in job vacancies, namely rental, hiring
& real estate as well as financial & insurance services.

Private sector credit, meanwhile, held steady at +0.5% m/m in February, with
lending for housing steady at +0.4% m/m, while the pickup in personal credit
(+0.3% m/m vs +0.2% m/m) was offset by slower lending to businesses (+0.6%
m/m vs +0.7% m/m).

China’s industrial profits surged in sign of stability for the economy

Adding to signs of a stabilising Chinese economy is industrial profits surging
10.2% y/y for the first 2 months of 2024. 29 of the 41 main industries saw
profits rising, led by manufacturing and utilities, while miners slumped.
Consumer goods makers logged a double-digit jump, suggesting that
consumer spending and the economy as a whole, is on a firmer footing
although at a slow pace. The economy will, nonetheless, continue to face
headwinds from subdued confidence, property slump as well as deflationary
pressures in the near term.
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Mixed string of data from Japan

A mixed string of indicators was released this morning, backing case for the
BOJ to remain cautious as it plots its policy course for the year. Matching
expectations, Tokyo’s core inflation slowed to 2.4% y/y in March (Feb: +2.5%
y/y), while February’s IPI for Japan undershot expectations with a 0.1% m/m
contraction (Jan: -6.7% m/m). On the consumer front, retail sales
unexpectedly accelerated to +1.5% m/m (Jan: downwardly revised +0.2%

m/m) despite unemployment rate unexpectedly ticking up 0.2ppts to 2.6%.

House View and Forecasts

FX This Week 1Q-24 2Q-24 3Q-24 4Q-24
DXY 102-106 101.84 101.33 100.82 100.32
EUR/USD 1.07-1.10 1.10 1.11 1.11 1.10
GBP/USD 1.25-1.28 1.28 1.29 1.29 1.27
usD/JPY 148-153 142 140 137 134
AUD/USD 0.64-0.68 0.68 0.68 0.69 0.70
USD/MYR 4.68-4.74 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 0-0.10 0-0.10 0-0.10 0-0.10
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-March JN Housing Starts YoY (Feb) -7.50%
US Personal Income (Feb) 1.00%
US Personal Spending (Feb) 0.20%
US Advance Goods Trade Balance (Feb) -$90.2b
US PCE Core Deflator YoY (Feb) 2.80%
US Kansas City Fed Services Activity (Mar) 12
1-April JN Tankan Large Mfg Index (1Q) 12
JN Jibun Bank Japan PMI Mfg (Mar F) 48.2
MA S&P Global Malaysia PMI Mfg (Mar) 49.5
VN S&P Global Vietnam PMI Mfg (Mar) 50.4
CH Caixin China PMI Mfg (Mar) 50.9
US S&P Global US Manufacturing PMI (Mar F) 52.5
US Construction Spending MoM (Feb) -0.20%
US ISM Manufacturing (Mar) 47.8

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.




