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28 February 2025

Global Markets Research
Daily Market Highlights
28 Feb: All eyes on US core-PCE prices today

25% tariff hikes for Canada & Mexico; additional 10% for China effective next week
US & European stock markets took a tumble; DXY above 107; UST yields closed mixed
US’s 4Q GDP growth left unchanged at 2.3%; higher initial jobless claims bear watching

e US equities fell in a volatile session, after President Trump, in the Key Market Metrics

social media, said that the proposed tariffs of 25% on Mexico and Level did (%)
Canada will proceed as planned on March 4™ He also stated that Eauities
China could face an additional 10% levy, sending S&P 500 and Dow  Dow Jones 43,230.50 045

5,861.57 -1.59
18,544.42 -2.78

sliding 1.6% d/d and 0.5% d/d lower. Nasdaq lagged its peers with ~ 5&P 500
a 2.8% d/d plunge, amid a sell-off in all the Magnificent 7 shares led ~ NASPAQ
by Nvidia (-8.5% d/d). Stoxx Eur 600 557.11  -0.46
e European stocks (Stoxx Eur 600: -0.5% d/d) also tumbled after FT>E100 8,756.21  0.28

Trump's tariff threat, with auto stocks the notable losers on Nikkei 225 el
. . 3,968.12  0.21
prospects of a US-EU trade war. Asian markets closed mixed, and 1300 23.718.20 026
will likely echo Wall Street’s selling today. Hang Seng 3’921'19 '0'34
e In the bond space, Treasury yields closed the day mixed in tune to ~ >traits Times 1,535.50 0'13
+/-2bps (prior: -2 to -5bps). The 2Y yield fell 2bps to 4.05%, while the - 3° T '
10Y closed just above the flatline at 4.26%. Save for the UK gilts, 10Y
FX
European bond yields fell between 0-4bps (prior: -1 to -5bps). —
) ) Dollar Index 107.24 0.78
e The DXY jumped 0.8% d/d to close the day at 107.24 after the tariff
) ) : . ] EUR/USD 1.0398 -0.83
talk, despite a brief blip after the higher-than-expected jobless UEE e R
claims. EUR (-0.8% d/d to 1.0398). CAD (-0.7% d/d). MEX (-0.2% d/d), i o
a.nd. CNH (-0.5% d/d to 7.3010) saw a hug(.e sell off, just as China LY GwEe
liquid proxy AUD (-1.1% d/d to 0.6236) did. SGD and MYR also T 7.3010 0.49
weakened by 0.7% to 1.3484 and 0.3% d/d to 4.4410 respectively. ST 44410 028
e Oil prices rose by more than 2.0% d/d each amid resurfaced supply USD/SGD 13484 0.72

concerns after Trump revoked Chevron’s to operate in Venezuela

and reaffirmed tariffs on Canada and Mexico. Investors were also Commodities

keeping an eye on signs of a potential peace deal with Ukraine, ($/bbl) 70.35 252
which could result in higher Russian oil flows. Brent and the WTI  g.cnt ($/bb1) 7404 208
closed the day at $70.35/barrel and $74.04/barrel respectively. Gold ($/02) 2,895.90  -0.72

Copper ($$/MT) 9,389.50  -0.75
US’ second 4Q GDP print was unrevised at 2.3% q/q in 4Q amid Ay minum(s/mT) 2,632.50  0.00
healthy consumer spending; durable and capital goods orders po (RMm/tonne) 4,757.00 -0.74

rose ahead of tariffs; pending home sales pulled back; jobless source: Bloomberg, HLBB Global Markets Research
claims spiked amid extreme weather and DOGE’s layoff plan 0 deted s of 26 Feb
« The US economy advanced at a healthy pace in 4Q, with GDP
increasing at an unrevised 2.3% q/q (3Q: +3.1% q/q). The quarterly
growth primarily reflected increases in consumer (+4.2% vs 3.7%)
and government spending (+2.9% vs +5.1%), that were partly offset




by a decrease in investment (-5.7% vs -5.6%). Both exports (-0.5% vs
+9.6%) and imports (-1.2% vs +10.7%) also declined.

Durable and core capital goods (non-defence ex air) orders surged
more than expected by +3.1% m/m and +0.8% m/m in January
(prior: -1.8% m/m and +0.2% m/m), suggesting that demand may
have strengthened after the election. That said, businesses have
turned cautious recently and as we opine that some businesses
may have front loaded orders due to uncertainty over tariffs, and
thus, we could see a pull-back in capex spending later in the year.
Pending home sales pulled back more than expected by 4.6% m/m
in January (prior: -4.1% m/m). While the cold spell could have
contributed to fewer buyers in the market, it is evident that higher
home prices and elevated mortgage rates have strained
affordability and housing demand.

Initial jobless claims jumped more than expected by 22k to 242k for
the week ended February 22 (prior: +6k), while continuing claims
fell 5k to 1862k the week prior (Feb 8: +22k). Extreme weather and
DOGE's layoff plans could have jointly contributed to the spike in
claims, and the latter may lead to further rise in claims and jobless
rate going forward.

The Kansas City Fed Manufacturing. Activity unexpectedly held
steady at -5 in February, suggesting that regional factory activity
continued to fall. Firms cut employment levels moderately but
expect overall activity and employment to increase in the next six
months.

Eurozone’s industry and consumer sentiments improved

The Eurozone’s Economic Sentiment Indicator (ESI) increased more
than expected by 1 point to 96.3 in February, driven by improved
confidence in industry and among consumers. Construction
confidence fell, while sentiment amongst retail trade and service
providers remained broadly unchanged. Amongst its largest
economies, ESI increased noticeably for France and Germany, but
fell for Italy and Spain.

Australia’s capex spending fell in 4Q

Private capex worsened more than expected and fell 0.2% q/q in 4Q
after gaining 1.6% q/q previously. Driving the downtick was a drop
in business investment in mining, while non-mining industries were
mixed. Construction drove capex down for the latter, while
information media & telecommunications industry offset this
decline.

Japan’s data in line with BOJ’s outlook of flat growth for IPI,
moderate increase for consumption

Data this morning from Japan was mixed, with IPI declining at a
faster pace of 1.1% m/m in January (matching consensus and -0.2%
m/m in Dec), while retail sales rebounded 0.5% m/m in January
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(below forecast and -0.8% m/m in Dec). Tokyo's inflation also
slowed more than forecast to 2.9% y/y for headline and 2.2% y/y for
core in February (Jan: +3.4% y/y and +2.5% y/y), but prices were
heavily distorted by government subsidies, and as such unlikely to

deter Bank of Japan from raising its interest rates going forward.

House View and Forecasts

FX This Week 1Q-25 2Q-25 3Q-25 4Q-25
DXY 105-108 109.10 108.58 106.93 105.27
EUR/USD 1.03-1.07 1.03 1.03 1.05 1.06
GBP/USD 1.25-1.28 1.24 1.24 1.25 1.27
USD/CHF 0.88-0.93 0.91 0.91 0.90 0.88
USD/JPY 146-153 158 155 150 146
AUD/USD 0.62-0.66 0.62 0.63 0.64 0.66
NzZD/USD 0.54-0.59 0.56 0.56 0.57 0.58
USD/CNY 7.22-7.29 7.37 7.30 7.23 7.15
USD/MYR 4.39-4.46 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 2.75 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
28-Feb AU Private Sector Credit MoM (Jan) 0.60%
UK Nationwide House Px NSA YoY (Feb) 4,10%
EC ECB 1 Year CPI Expectations (Jan) 2.80%
US Advance Goods Trade Balance (Jan) -$122.1b
US Personal Income (Jan) 0.40%
US Personal Spending (Jan) 0.70%
US Core PCE Price Index YoY (Jan) 2.80%
US MNI Chicago PMI (Feb) 39.5
3-Mar AU S&P Global Australia PMI Mfg (Feb F) 50.6
AU Melbourne Institute Inflation YoY (Feb) 2.30%
JN Jibun Bank Japan PMI Mfg (Feb F) 48.9
MA S&P Global Malaysia PMI Mfg (Feb) 48.7
VN S&P Global Vietnam PMI Mfg (Feb) 48.9
CH Caixin China PMI Mfg (Feb) 50.1
HK Retail Sales Value YoY (Jan) -9.70%
EC HCOB Eurozone Manufacturing PMI (Feb F) 47.3
UK Mortgage Approvals (Jan) 66.5k
UK S&P Global UK Manufacturing PMI (Feb F) 46.4
EC CPI Core YoY (Feb P) 2.70%
SI Purchasing Managers Index (Feb) 50.9
US S&P Global US Manufacturing PMI (Feb F) 51.6
US Construction Spending MoM (Jan) 0.50%
US ISM Manufacturing (Feb) 50.9
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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.




