$ HonglLeong Bank
16 January 2025

Global Markets Research

Daily Market Highlights

16 Jan: Broadly softer price prints in the US and UK

DXY and UST yields fell after tamer core CPI; bringing forward rate cut pricing to July
GBP strengthened despite cooler UK CPI; weak German GDP weighed down on EUR
Bank Indonesia unexpectedly cut policy rate; IDR led losses among regionals

US equities rallied overnight after the tamer-than-expected

Key Market Metrics

inflation data saw traders reviving bets that the Fed will cut rates Level d/d (%)
sooner (in July) than previously thought, and amid solid results from Equities
big banks like Goldman Sachs, Wells Fargo, Citigroup and JP  DowJones 4322155  1.65
Morgan. The latter should set a positive tone for this earnings S&P 500 594991  1.83
season. Nasdaq outperformed with a 2.5% d/d gain, while the Dow  NASDAQ 19,511.23 245
and S&P 500 also rose 1.7% d/d and 1.8% d/d respectively, the latter  stoxx Eur 600 515.02  1.33
led by consumer discretionary, communication services and grsg 100 830113  1.21
financial stocks. Nikkei 225 3844458  -0.08
Elsewhere, European stock markets also closed in the green, Asian  ~¢1 390 379603  -0.64
markets closed mixed but are primed for positive opens today TG 1928607 034
following futures and overnlght gallns in Wall .Street. . S 377258  -0.43
In the bond space, Treasuries rallied following the US CPI print, KLCI 30 156212  -0.91
pushing UST yields down 10-15bps across the curve. Yields to the
2Y and 10Y settled at 4.26% (-10bps) and 4.65% (-14bps) Ex
respectively. Led by UK gilts, 10Y European bond yields fell in tune

. Dollar Index 109.09 -0.17
to 7-16bps, a turnaround from the previous day’s +1 to +4bps.
In the forex space, DXY dropped to its session low of 108.60 after EURUSD 10289 018
the US CPI print, but pared its losses to close at 109.09 (-0.2% d/d). Ll EID 12242 0.22
The Dollar weakened against all its G10 peers, save for the DKK, CHF el 15647 -0.94
and EUR (0.0 to -0.2% d/d), sentiment for the latter partially dented ~AUD/USD 06227 052
by weak GDP data from Germany (-0.2% for 2024 vs -0.3% for 2023). USD/CNH 73487  0.07
Leading gains against the Dollar were JPY (0.9% d/d) and AUD (0.5% USD/MYR 44988  -0.20
d/d). JPY rallied after BOJ Governor Ueda commented that he heard USD/5GD 13671 0.04
encouraging views on the wages front, raising bets of a rate hike
next week. GBP/USD whipsawed before and after the UK CPIrelease = Commodities
which came in cooler than expected, before closing 0.2% d/d  WTI ($/bbl) 80.04 3.28
stronger at 1.2242. Brent ($/bbl) 8203 264
Regional currencies closed mixed against the Dollar, with MYR  Gold ($/02) 271780  1.32
strengthening 0.2% d/d to 4.4988, but SGD and CNH depreciated by Copper ($$/MT) 916750 0.15
less than 0.1% d/d each. IDR underperformed, weakening 0.3% d/d 1 inums/mMT) 260150  1.62
after Bank Indonesia unexpectedly cut its policy rate by 25bps to CPO (RM/tonne) 479750  -0.26
5.75%. Source: Bloomberg, HLBB Global Markets
In the commodity space, both Brent and WTI closed above Research
$80/barrel, supported by a draw in US crude stockpiles and *CPOdatedasof14jan




potential supply disruptions due to the new US sanctions on Russia.
OPEC reiterated its earlier forecast that global oil demand will
expand at a robust clip at 1.4 mb/d in 2025 and 2026, while the
International Energy Agency now expects a smaller surplus of 725k
in global oil markets.

Fed Beige Book said the US economy grew slightly-to-
moderately in Nov-Dec; core inflation unexpectedly eased
After four consecutive 0.3% m/m prints, December's core inflation
unexpectedly decelerated to +0.2% m/m (3.2% y/y for Dec vs +3.3%
y/y in Nov), while headline matched expectations and accelerated
to +0.4% m/m after increasing 0.3% m/m previously (+2.9% y/y vs
+2.7% yly). Details showed that energy accounted for the bulk of
monthly inflation, while within core CPI, goods (+0.1% m/m vs +0.3%
m/m) eased thanks to used car prices, while services held steady at
+0.3% m/m, as the jump in transportation costs were offset by
cooler medical care-related cost increases. Shelter costs were
unchanged.

Real average weekly earnings grew at a slower pace for the second
month by +0.7% y/y in December (prior: +0.9% y/y), weighed down
by lower nominal earnings growth as well as higher inflationary
pressures.

Highlights from the latest Beige Book includes: 1) Economic activity
grew slightly-to-moderately in late November and December (prior:
rose slightly), and most districts were optimistic about the outlook
for 2025. 2) On the household front, consumer spending grew
moderately, with strong holiday sales exceeding expectations,
while residential real estate activity was unchanged. Data overnight
saw mortgage applications surging 33.3% w/w for the week ended
January 10, rebounding from -3.7% w/w previously. 3)
Manufacturing decreased slightly, with signs of manufacturers
stockpiling inventories in anticipation of higher tariffs. Data
overnight saw the Empire Manufacturing plunging to -12.6,
suggesting that economic activities unexpectedly turned
contractionary in January for the district although we reckon
seasonal factors were in play. 4) Within services, nonfinancial
services sector grew slightly overall, with growth noted for leisure
& hospitality and transportation industries, while financial services
reported modest growth in lending and little change in asset
quality. Lenders flagged concerns over delinquencies amongst
small businesses and lower-income households.

Eurozone's industrial production stabilised towards end-2024

IPI grew for the second consecutive month by +0.2% m/m in
November (prior: +0.2% m/m). Still, this comes on the back of alarge
decline in September, and as such, it is unlikely that manufacturing
has contributed positively to GDP growth in 4Q. Production
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improved across all sub-components, but these were offset by
slower growth for capital goods.

UK's inflation unexpectedly cooled on airfares and hotel rates

e CPI inflation unexpectedly cooled to 2.5% y/y in December, while
core eased more than expected to 3.2% y/y (prior: +2.6% y/y and
+3.5% y/y), prompting traders to increase bets that the BOE will
deliver a 25bps rate cut by the end of 1Q. Signs of abating
underlying price pressures were prevalent, with price for services
easing sharply to 4.4% (prior: 5.0% y/y), its lowest since March 2022,
while noting that the fall was mainly due to the plunge in volatile air
fares and a sharp easing in hotel price inflation. As such, these
factors could reverse, and coupled with higher energy bills, could
see inflation inching up in the near term.

e Meanwhile, PPI-output rebounded to +0.1% y/y for the same month
(prior: -0.5% y/y), its first increase in 4 months, with the largest
contribution from "other outputs from manufacturing”, and
outputs of food products. The House Price Index continued with its
upward momentum, accelerating to +3.3% y/y in November from
+3.0% y/y, with the North East the fastest growing region, while
house prices in London fell 0.1% y/y (prior: -0.4% y/y).

Steady PPI for Japan

e Data this morning showed that producer prices expanded by 3.8%
y/y and 0.3% m/m in December, matching expectations and
unchanged from the prior month. The largest upward contribution
from inflation were electricity, gas & water, followed by uptick in
commodity prices like petroleum, coal, agriculture to forestry.

House View and Forecasts

FX This Week 1Q-25 2Q-25 3Q-25 4Q-25
DXY 107-111 109.10 108.58 106.93 105.27
EUR/USD 1.01-1.05 1.03 1.03 1.05 1.06
GBP/USD 1.21-1.25 1.24 1.24 1.25 1.27
USD/JPY 154-161 158 155 150 146
AUD/USD 0.60-0.64 0.62 0.63 0.64 0.66
USD/MYR 4.47-4.54 4.55 4.50 4.40 4.35
USD/SGD 1.35-1.38 1.37 1.35 1.32 1.29
Rates, % Current 1Q-25 2Q-25 3Q-25 4Q25
Fed 4.25-4.50 4.00.-4.25 3.75-4.00 3.75-4.00  3.75-4.00
ECB 3.00 2.50 2.00 2.00 2.00
BOE 4.75 4.50 4.25 4.00 4.00
BOJ 0.25 0.50 0.50 0.75 0.75
RBA 4.35 4.35 4.10 3.85 3.60
BNM 3.00 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research




Up Next

Date Events Prior

16-Jan AU Consumer Inflation Expectation (Jan) 4.20%
AU Employment Change (Dec) 35.6k
AU Unemployment Rate (Dec) 3.90%
UK Monthly GDP (MoM) (Nov) -0.10%
EC Trade Balance NSA (Nov) 6.8b
US Retail Sales Advance MoM (Dec) 0.70%
US Import Price Index YoY (Dec) 1.30%
US Philadelphia Fed Business Outlook (Jan) -16.4
US New York Fed Services Business Activity (Jan) -5.2
US Initial Jobless Claims 201k
US NAHB Housing Market Index (Jan) 46

17-)an SI Non-oil Domestic Exports YoY (Dec) 3.40%
CH New Home Prices MoM (Dec) -0.20%
CH GDP YoY (4Q) 4.60%
CH Industrial Production YoY (Dec) 5.40%
CH Retail Sales YoY (Dec) 3.00%
CH Fixed Assets Ex Rural YTD YoY (Dec) 3.30%
CH Surveyed Jobless Rate (Dec) 5.00%
MA GDP Annual YoY (2024 A) 3.70%
UK Retail Sales Ex Auto Fuel MoM (Dec) 0.30%
US Housing Starts MoM (Dec) -1.80%
US Building Permits MoM (Dec P) 5.20%
US Industrial Production MoM (Dec) -0.10%
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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.




