$ HonglLeong Bank

29 May 2024

Global Markets Research
Daily Market Highlights

29 May: Markets await inflation prints across the globe this week

Nasdaq crossed 17k; UST yields, DXY rose amidst stronger-than-expected consumer confidence
Mixed retail sales data for UK and Australia; Lower CPIl expectations reaffirmed ECB rate cut bets
Malaysia allocated RM25bn for National Semiconductor Strategy

e Nasdaq advanced another 0.6% d/d and crossed the 17k threshold for the Key Market Metrics

first time ever, as Nvidia’s 7.0% d/d rally lifted the technology-heavy index as Level did (%)
well as other chip producers in an otherwise lackluster trading day. News  Equities
that Elon Musk’s xAl had raised $6bn in private financing also lifted Dow Jones 38,852.86 -0.55
sentiment for the tech sector. The S&P 500, meanwhile, closed just above sgp 500 5,306.04 0.02
the flatline but Dow Jones Industrial Average pulled back 0.6% d/d. NASDAQ 17,019.88 0.59
Elsewhere, European markets closed lower as investors awaited inflation  ¢iox Eur 600 519.08  -0.60
prints from both sides of the Atlantic. Most sectors and major bourses closed FTSE 100 8,254.18 -0.76
in negative territory, with travel and leisure stocks amongst the notable ... i 555 38,865.37  -0.11
losers. Asian markets closed mixed, with CSI 300 benefitting from a 1 300 3,600.17 073
temporary boost in property stocks after Shanghai eased its housing curbs R 18,821.16 0.03
but are expected to retreat today after Treasuries fell. c
Treasury yields rose across the curve after US consumer confidence came in straits Times 3:330.09 o
stronger than expected. The 2Y yield rose 3bps to 4.98%, while the 10Y was KLCI 30 o182 o
up 9bps to 4.55%. 10Y European bond yields also increased between 0-7bps
with the exception of the Norwegian bonds. 2.8
Tracking the higher Treasury yields, the DXY recovered from its intraday low Pollarindex 104.61 0.02
of 104.34 and closed just above the flatline at 104.61. Most of its G10 peers EUR/USD 1.0857 0.02
weakened against the Dollar save the SEK and CHF. Driving the recovery in ~ GBP/USD 1.2762 -0.05
Dollar during the day was the increase in consumer confidence as well as a  USD/IPY 157.17  0.18
relatively hawkish Fed speak from Neel Kashkari, who said that he wants to  AUD/USD 0.6650  -0.06
see 'many more months' of progress in disinflation before a rate cut, adding  USD/CNH 7.2636 0.06
that he would not rule out further rate hikes if price pressures tick up again.  usp/myR 4.6900 -0.14
Regional currencies closed mixed against the Dollar, with MYR and SGD  ysp/sGp 1.3487 -0.05
appreciating 0.1% d/d each to 4.6900 and 1.3487 respectively.
Crude oil prices jumped 1.4-2.7% d/d as the geopolitical tension flared in the 3 mmodities
Middle East after a vessel attack in the Red Sea and after Israeli tanks \ 1, ($/bbl) 79.83 271
reached the centre of Rafah. Brent ($/bbl) 84.22 1.35
Gold ($/0z) 2,356.50 0.94
US confidence rebounded but consumers remain anxious about the future;
Copper ($$/MT) 10,501.50 1.72

steady home price appreciation

e After three straight months of decline, the Conference Board Consumer
Confidence index unexpectedly improved to 102.0 in May (Apr: 97.5). Both
the Present Situation (143.1 vs 140.6) and Expectations indices (74.6 vs 68.8)
improved, but with the latter still below 80 this suggests a possible
resurgence in recession concerns. In terms of buying intentions, plans to buy
homes outlook were unchanged at its lowest level since August 2012, and
while still relatively depressed, purchasing plans for autos and big-ticket
appliances rose slightly for the second and first time respectively, all
suggesting that consumer spending will hold the fort especially in view of the

Aluminum(5/MT) 2,729.50 2.54

CPO (RM/tonne)

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

3,880.00 -0.72




still resilient labour market.

Although below expectations, home prices continued to grow at a steady
pace in 1Q, supported by low inventory of homes for sale, pent up demand
and despite mortgage rates that hovered around 7%. The FHFA House Price
index gained 6.6% y/y in March (4Q: +6.55%) but slowed on a m/m basis to
+0.1% (Feb: +1.2%). The S&P Corelogic Case-Shiller Index hit a new record
during the month, gaining 6.5% y/y and +0.3% m/m respectively (Feb: +6.5%
y/y and +0.5% m/m).

The Dallas Fed Manufacturing index, meanwhile, unexpectedly worsened to -
19.4 in May (Apr: -14.5) as most measures suggested weaker activity, while
expectations regarding future activity were mixed but slightly less positive.
Labor market measures suggested modest employment declines and slightly
shorter workweeks, while upward pressure on prices and wages continued.

Lower inflationary expectations raised ECB rate cut expectations

Matching expectations, the ECB 1Y inflation expectations declined to 2.9% in
April (Mar: 3.0%), its lowest since September 2021, while expectations for
inflation 3 years ahead edged down to 2.4% from 2.5% previously. As both
remained below the perceived past inflation rate, we expect ECB start
lowering its policy rates on June 6%,

UK’s CBI retailing sales rebounded strongly

CBI Retailing reported sales improved more than expected to +8 in May (Apr:
-44), its best reading since December 2022. This suggests that UK retail sales
could be rebounding strongly in May after April’s dismal reading, supported
by lower selling price inflation, a welcome relief to consumers.

Australia’s retail sales undershot expectation as consumers reduced
discretionary spending

Retail sales rose a mere 0.1% m/m in April (Mar: -0.4% m/m), suggesting that
underlying consumer spending continues to be weak as cautious consumers
continue to reduce their discretionary spending or switch to cheaper
alternatives. The relatively earlier Easter and the different timing of school
holidays also added some volatility in turnover, as seen by the fall in food
retailing, especially for alcohol due to the earlier-than-usual Easter spending
boost. Turnover in most non-food related goods nonetheless rose, led by
other retailing, household goods and department stores, while food-related
spending was mixed.

Malaysia allocated RM25bn for National Semiconductor Strategy

The government is allocating at least RM25bn to support the newly launched
National Semiconductor Strategy (NSS). According to Prime Minister Datuk
Seri Anwar, MITI will be leading several agencies and other ministries in a
quest to attract at least RM500bn of investments for the 1%t phase, with focus
of the domestic direct investment on integrated circuit design, advanced
packaging and manufacturing equipment, while that of foreign direct
investment will be on wafer fabrication and manufacturing equipment. To
nurture talents for the semiconductor industry, the government will also
train and upskill up to 60k high-skilled Malaysian engineers.
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House View and Forecasts

FX This Week 2Q-24 3Q-24 4Q-24 1Q-25
DXY 103-107 105.43 105.56 103.45 101.38
EUR/USD 1.06-1.10 1.06 1.05 1.06 1.06
GBP/USD 1.25-1.29 1.24 1.22 1.23 1.24
usD/JPY 154-160 152 149 146 143
AUD/USD 0.64-0.69 0.65 0.65 0.65 0.66
USD/MYR 4.67-4.74 4.73 4.68 4.64 4.57
USD/SGD 1.33-1.37 1.35 1.35 1.34 1.33
Rates, % Current 2Q-24 3Q-24 4Q-24 1Q-25
Fed 5.25-5.50 5.25-5.50 5.25-5.50 5.00-5.25 4.50-4.75
ECB 4.50 4.25 3.75 3.50 3.50
BOE 5.25 5.25 4.75 4.50 4.50
BOJ 0-0.10 0-0.10 0-0.10 0-0.10 0-0.10
RBA 4.35 4.35 4.35 4.10 4.10
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
29-May AU Westpac Leading Index MoM (Apr) -0.05%
AU CPI YoY (Apr) 3.50%
JN Consumer Confidence Index (May) 38.3
US MBA Mortgage Applications 1.90%
US Richmond Fed Manufact. Index (May) -7
US Richmond Fed Business Conditions (May) -6
US Dallas Fed Services Activity (May) -10.6
30-May US Federal Reserve Releases Beige Book
AU Private Capital Expenditure (1Q) 0.80%
AU Building Approvals MoM (Apr) 1.90%
EC Economic Confidence (May) 95.6
EC Unemployment Rate (Apr) 6.50%
US GDP Annualized QoQ (1Q S) 1.60%
US Initial Jobless Claims 215k
US Advance Goods Trade Balance (Apr) -$91.8b
US Pending Home Sales MoM (Apr) 3.40%
30 May-6 June UK Nationwide House Px NSA YoY (May) 0.60%

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.




