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06-Dec: Disappointing nonfarm payrolls

US stocks closed out last week with losses

Oil prices plunged for sixth consecutive week

US NFP missed forecast at 210k, ISM services index hit record high

e US stocks closed out the week on a negative note after having recorded losses on
Friday. The Dow Jones fell 0.2%. The S&P 500 lost 0.8% while tech-heavy NASDAQ
shed a whopping 1.9% amid a large selloff in technology shares. Concerns over the
highly transmissible Omicron variant, surging inflation as well as the weaker than
expected NFP job growth had weighed on the equity market. On a week-on-week
basis, all three benchmarks suffered losses ranging from 0.9 to 2.6% with NASDAQ
being the worst performer.

e Treasury yields plunged on Friday on disappointing NFP payroll data which
increased by a mere 210k in November. The yield on the benchmark 10Y UST
dropped the most (-10bps d/d) to 1.34% and was 13bps w/w lower compared to
the previous week.

e In the FX market, the dollar traded on a mixed note against the G10 basket where
the safe haven currencies (CHF, JPY) were seen strengthening while the commodity-
linked currencies weakened. AUD was the major loser among the G10, suffering
1.3% d/d losses. Meanwhile, gold prices rebounded by 1.2% to $1782/0z as USD
strength waned.

e USD/MYR closed little changed at 4.2310 on Friday, matching our earlier
expectation for a stabilisation ahead of the weekend. On a week-on-week basis, the
pair fell 0.2%, snapping a four-week gaining streak.

e |n the week ahead, we remain neutral-to-bullish on USD/MYR, as broad risk
aversion in the markets will likely continue to buoy USD strength, keeping demand
for risks at bay. We expect the pair to maintain a weekly range of 4.20-4.25, with
4.25 serving as a key psychological resistance.

e QOil benchmarks were mixed on Friday. US WTI fell 0.4% to $66.26/barrel while Brent
crude rose 0.3% to $69.88/barrel. Last week marked oil’s sixth consecutive weekly
losses since late October as the Omicron variant spurred a major selloff while
traders weighed conflicting headlines such as major countries tapping into their
respective oil reserves and OPEC retaining its plan to hike output.

US added fewer jobs that expected; unemployment rate plunged:

e The US economy added 210k jobs in November, sharply missing the forecast of
550k. Jobs in the previous two months were revised to reflect an upward net
revision of 82k. The Bureau of Labour Statistics said that notable job gains occurred
in professional & business services, transportation & warehousing, construction, as
well as manufacturing. Employment in retail trade declined.

e The unemployment rate (which is of a separate Household Survey), however, fell
sharply to 4.2% in November (Oct: 4.6%) despite the rise in participation rate from

Key Market Metrics

Level did (%)
Equities
Dow Jones 34,580.08 -0.17
S&P 500 4,538.43 -0.84
NASDAQ 15,085.47 -1.92
Stoxx 600 462.77 -0.57
FTSE 100 7,122.32 -0.10
Nikkei 225 28,029.57 1.00
Hang Seng 23,766.69 -0.09
Straits Times 3,101.93 0.32
KLCI 30 1,501.74 0.32
EX
DollarIndex 96.12 -0.04
EUR/USD 1.1315 0.12
GBP/USD 1.3236 -0.52
usD/JPY 112.80 -0.27
AUD/USD 0.7001 -1.31
USD/CNH 6.3748 0.03
USD/MYR 4.2310 -0.03
USD/SGD 1.3717 0.17
Commodities
WTI ($/bbl) 66.26 -0.36
Brent ($/bbl) 69.88 0.30
Gold (S/02) 1,782.00  1.21

Source: Bloomberg, HLBB Global Markets
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61.6% to 61.8%. The average hourly earnings rose 0.3% m/m (Oct: +0.4%) and 4.8%
y/y (Oct: +4.8%).

Despite the miss in headline NFP, the overall report suggests that the US job market
remained on a solid footing and the Fed’s plan to taper its asset purchase program
is unlikely to be deterred nor affected by November’s reading.

Other US data came in strong:

The ISM services PMI smashed expectations in November, hitting a record high of
69.1, compared to the consensus estimate of 65.0. In October, the reading was at
66.7. The survey points to strong business growth in the services industry heading
into the holiday seasons, consistent with the continuous strengthening of the US
labour market.

The separately released Markit services PMI for the US slipped to 58.0 in November,
slightly down from 58.7 prior. Nonetheless, the survey indicates solid activity
expansion.

The US headline factory orders rose 1.0% m/m in October, beating the consensus
forecast of 0.5% growth. Moreover, orders in September were revised higher to
reflect a 0.5% gain (from 0.2% initially estimated). The durable goods orders were
dragged down by decline in the volatile aircraft segment. The continuous rise in
the core capital orders (+0.7% m/m) indicates strong equipment spending and
healthy capex in the US.

Services PMIs indicate solid expansion in UK, Eurozone and Japan:

In Europe, services industry growth continued to hold up steadily as PMI readings
stayed well above the neutral threshold of 50.0. The Eurozone’s Markit services PMI
picked up to 55.9 in November (Oct: 54.6). The UK’s Markit services PMI fell
modestly to 58.5 (Oct: 59.1).

Japan’s services PMI rose to 53.0 in November (Oct: 50.7) as the sector experienced
great improvement in operating conditions following the lifting of the National
State of Emergency measures.

China’s Caixin services PMI slipped to 52.1 in November (Oct: 53.8), indicating
softer expansion. Neighbouring Hong Kong’s whole economy PMI ticked up to 52.6
(Oct: 50.8).

Singapore’s Markit whole economy PMI was little changed at 52.0 (Oct: 52.3)
indicating stabilising economic conditions.

Eurozone’s retail sales rebounded in October:

Retail sales rose 0.2% m/m in October (Sep: -0.4%), slightly below analysts’ forecast
of 0.3%. Sales rose in October, following a modest decline in the previous month.
Online sales, sales of fuel and non-food products helped drive the sector growth
and are expected to pick up further heading into the holidays.

Singapore’s retail sales held up in October:

Singapore’s retail sales picked up 0.7% m/m in October, better than the expected
decline of 3.0%. The modest increase in sales came after a September’s surge of
6.1% m/m during which consumers splurged on new mobile phones. In October,
sales continued to rise in the computer & telecommunication equipment segment
as well as furniture & household equipment, recreational goods and watches &
jewellery. Sales at supermarkets & hypermarkets as well as convenience stores also
picked up. Motor vehicles sales meanwhile fell 8.8% m/m after two months of
gaining streak. On a y/y basis, retail sales rose 7.5%, after the 6.8% gain in the
previous month.

House View and Forecasts

FX This Week 4Q-21 1Q-22 2Q-22 3Q-22
DXY 95-97 94.50 95.00 95.50 96.50
EUR/USD 1.12-1.14 1.15 1.14 1.14 1.13
GBP/USD 1.31-1.33 1.35 1.35 1.34 1.33
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AUD/USD 0.69-0.72 0.72 0.71 0.71 0.70
usD/JPY 112-114 112 113 114 115
USD/MYR 4.20-4.25 4.15 4.15 4.15 4.15
USD/SGD 1.36-1.38 1.35 1.34 1.33 1.34
Policy Rate % Current 4Q-21 1Q-22 2Q-22 3Q-22
Fed 0-0.25% 0-0.25% 0-0.25% 0-0.25% 0-0.25%
ECB -0.50 -0.50 -0.50 -0.50 -0.50
BOE 0.10 0.10 0.10 0.10 0.25
RBA 0.10 0.10 0.10 0.10 0.10
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
BNM 1.75 1.75 1.75 1.75 1.75
Source: HLBB Global Markets Research
Up Next
Date Events Prior
06/12 EZ Sentix Investor Confidence (Dec) 18.3
07/12 JP Labor Cash Earnings YoY (Oct) 0.2%
JP Household Spending YoY (Oct) -1.9%
AU RBA Cash Rate Target (07 Dec) 0.1%
MA Foreign Reserves (30 Nov) $116.5b
EZ GDP SA QoQ (3Q F) 2.20%
EZ ZEW Survey Expectations (Dec) 25.9
US Trade Balance (Oct) -$80.9b
CN Exports YoY (Nov) 27.1%

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 favorable 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.




