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Daily Market Highlights

20 Mar: Relief rally after expected Fed rate pause

FOMC maintained 50bps rate cut projection for 2025; downgraded GDP growth forecasts
Inflation forecast was revised higher although Powell said inflation bump is transitory
BOJ maintained policy rate at 0.50%; flagged high uncertainties from trade war

US equities hit session highs while bond yields tumbled after the

Key Market Metrics

FOMC kept its policy rates steady as expected. Fed Chair Jerome Level did (%)
Powell's reassurance that the central bank wouldn't need to take  Eauities

drastic actions because of the tariffs further calmed markets, Dowlones 41,9463 0.9
sending the three major equity averages up 0.9-1.4% d/d during 5&P 500 567529  1.08
the day. All the sectors within S&P 500 closed in green, with NASDAQ 17.75079 141
consumer discretionary and energy stocks leading gains. Stoxx Eur 600 s88.37 019

. . . . FTSE 100 8,706.66 0.02

Earlier in European trading session, Stoxx Eur 600 rose 0.2% d/d

' isi i i Nikkei 225 37,751.88  -0.25
ahead of the FOMC's decision and as investors weighed on
progress of a potential Russia-Ukraine ceasefire. Defense stocks 11300 2:’::2':: 2?2
nonetheless declined, amid signs of profit taking. Asian stocks HangeSens 3’903'31 u.uu
closed mixed, with Nikkei 225 losing 0.3% d/d in choppy trade after ~ Straits Times 1,517.55 o.aa
BO)J's policy decision, and will likely track Wall Street’s relief rally KLci 30 o -
today.
Of note, the arrest of Istanbul’s mayor Ekrem Imamoglu, &

; : - . Dollar Index 103.43 0.18
President Recep Tayyip Erdogan’s top political rival, sparked S 10903 038
protest in the nation and a sell-off in Turkish stocks (-8.7% d/d)

; GBP/USD 13003  0.02
and lira (-3.2% d/d). S 14869 039
Treasury yields fell from their session highs after no surprises AUD/USD 06357  -0.06
from the FOMC'’s policy decision and dot plot. The 2Y yield plunged Y 72300 0.04
7bps to 3.97%, while the 10Y yield fell 4bps to 4.24%. Save for the e 44360 -0.21
Swedish and Irish bonds, 10Y sovereign bond vyields slid 0-6bps, USD/SGD 13306 0.00
after closing mixed by +/-2bps the previous day.

DXY pared gains after the FOMC’s decision, but still closed the day . \modities

0.2% d/d higher at 103.43. All G10 currencies weakened against ($/bbl) 67.16  0.29
the USD, with EUR (-0.4% d/d to 1.0903) amongst the notable ..+ ($/bbl) 7078 0.31
laggards. JPY and GBP were the outliers. JPY strengthened 0.4% 14 ($/02) 3,041.20 0.01
d/d to 148.69 vs the USD while the GBP closed just above its flatline 5 pper (s3/mT) 9,987.50  0.84
at 1.3003. Aluminum($/MT) 2,671.00  0.62
Similarly, regional currencies mostly weakened against USD, with  cpg (Rm/tonne) 4,749.00  -1.36

CNH closing marginally weaker (-0.04%) at 7.2309. SGD closed flat
at 1.3306, while MYR outperformed, appreciating 0.2% d/d to
4.4360 against the greenback.

Crude oil prices gained 0.3-0.4% d/d to $67.16/barrel (WTI) and
$70.78/barrel (Brent), after an Energy Information Administration

Source: Bloomberg, HLBB Global Markets Research
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report showed a drop in US distillate inventories, alleviating
demand concerns.

FOMC left its Fed funds rate unchanged at 4.25%-4.50%; maintain
projection for 50bps rate cut in 2025

e Asexpected, the FOMCkept its Fed funds rate at 4.25%-4.50%. The
decision to maintain rates was unanimous, but Governor Chris
Waller preferred to keep the pace of balance sheet reduction
unchanged. Beginning in April, the Committee will maintain the
monthly redemption cap on agency debt and agency mortgage-
backed securities at $35bn, but will slow the pace of decline of its
securities holdings by reducing the monthly redemption cap on
Treasury securities to $5bn from $25bn previously.

« Key highlights include: 1) The accompanying statement repeated
that inflation remains “somewhat elevated” and that both growth
and labour market conditions remain “solid”. That said, the
statement also said that uncertainty around the economic
outlook has increased.2) In terms of their new economic
forecasts, the dot plot continues to pencil in 50bps rate cut this
year, another 50bps next year and 25bps in 2027. Long run Fed
funds rate remains unchanged at 3.00%. 3) The Committee
lowered its GDP forecasts to 1.7% in 2025 (-0.4ppts), 1.8% in 2026
(-0.2ppts) and 1.8% in 2027 (-0.1ppts). 4) FOMC revised up their
core-PCE projections for 2025 to 2.8% for 2025 (+0.3ppts),
presumably due to tariffs, but left its forecasts for 2026 and 2027
unchanged at 2.2% and 2.0%. This is largely in line with Powell’s
comment during the press conference that his base case is for
any inflation bump from the tariff to be transitory.

e In short, the Fed remains in no hurry to cut interest rates, but
spending cuts and the trade war will likely hurt growth and
prompt the Fed to lower rates in 2H of the year. We maintain our
view for one 25bps cut this year.

« Mortgage rates (30Y fixed rate: 6.72%) increased for the first time
in 9 weeks, sending mortgage applications tumbling 6.2% w/w for
the week ended March 14 (prior: +11.2% w/w). While refinancing
applications fell, purchase applications continue to increase,
supported by growing inventories of homes, steadier mortgage
rates and spring home buying season.

BOJ maintained policy rates unchanged at 0.50%

e As widely anticipated, the Bank of Japan (BOJ) maintained its
overnight call rate at 0.50%. The central bank flagged high
uncertainties surrounding the trade landscape, but expects the
economy to keep growing at a pace above its potential growth
rate. In the accompanying press conference, Governor Ueda stuck
to its relatively optimistic view on private consumption after the
highest pay hike agreement with the trade union in 34 years, but
also said that underlying inflation trend is BOJ's target of 2.0%,




With this, there is no change in our view of gradual rate hikes
going forward, pencilling in another 25bps to 0.75% to end 2025.

Eurozone’s unit labour cost grew at a softer pace of 3.7%

e Growth in unit labour costs decelerated sharply and for the third
quarter to +3.7% in 4Q from +4.5% previously. While this will help
to contain price pressure going forward, this does not bode well
in an already sluggish consumption environment.

House View and Forecasts

FX This Week 1Q-25 2Q-25 3Q-25 4Q-25
DXY 102-106 109.10 108.58 106.93 105.27
EUR/USD 1.06-1.10 1.03 1.03 1.05 1.06
GBP/USD 1.27-1.31 1.24 1.24 1.25 1.27
USD/CHF 0.86-0.92 0.91 0.91 0.90 0.88
usD/JpY 144-151 158 155 150 146
AUD/USD 0.61-0.65 0.62 0.63 0.64 0.66
NzD/USD 0.55-0.59 0.56 0.56 0.57 0.58
USD/CNY 7.21-7.29 7.37 7.30 7.23 7.15
USD/MYR 4.40-4.47 4.55 4.50 4.40 4.35
USD/SGD 1.32-1.35 1.37 1.35 1.32 1.29
Rates, % Current 1Q-25 2Q-25 3Q-25 4Q25
Fed 4.25-4.50 4.25-4.50 4.25-4.50 4.25-4.50 4.00.-4.25
ECB 2.50 2.50 2.00 2.00 2.00
BOE 4.50 4.50 4.25 4.00 4.00
SNB 0.50 0.25 0.25 0.25 0.25
BOJ 0.50 0.50 0.50 0.75 0.75
RBA 410 4.10 3.85 3.60 3.60
RBNZ 3.75 3.75 3.50 3.25 3.00
BNM 3.00 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next

Date Events Prior

20-Mar AU Employment Change (Feb) 44.0k
AU Unemployment Rate (Feb) 4.10%
CH 1-Year Loan Prime Rate 3.10%
CH 5-Year Loan Prime Rate 3.60%
MA Exports YoY (Feb) 0.30%
UK Average Weekly Earnings 3M/YoY (Jan) 6.00%
UK ILO Unemployment Rate 3Mths (Jan) 4.40%
UK Payrolled Employees Monthly Change (Feb) 21k
HK CPI Composite YoY (Feb) 2.00%
EC ECB Publishes Economic Bulletin
UK Bank of England Bank Rate 4.50%
US Initial Jobless Claims 220k
US Philadelphia Fed Business Outlook (Mar) 18.1
US Leading Index (Feb) -0.30%
US Existing Home Sales MoM (Feb) -4.90%

21-Mar JN Natl CPI Ex Fresh Food YoY (Feb) 3.20%
UK GfK Consumer Confidence (Mar) -20
MA CPI YoY (Feb) 1.70%
EC Consumer Confidence (Mar P) -13.6
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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.




