$ HonglLeong Bank

7 October 2021

Global Markets Research

07-Oct: US debt ceiling hopes lifted sentiments

US debt ceiling hopes led stock indices higher in US afternoon trading
Little changes in UST yields; USD saw extended gains
ADP added more jobs than expected in September

e Major US stock indices rebounded in afternoon trading, shrugging off morning  Key Market Metrics
session’s steep losses after Senate Minority Leader Mitch McConnell is
reported to be offering Democratic leaders a deal to temporarily raise the
government debt ceiling through November, raising the prospect of averting ~ Eauities
a default. The three major US stock indices managed to end in the green with ~ Dow Jones  34,416.99  0.30

Level did (%)

0.3-0.5% gains on Wednesday. Earlier, stocks were largely under water in  S&P 500 4,363.55  0.41
European and Asian trading sessions. NASDAQ 14,501.91  0.47
Stoxx 600 45133  -1.03

e Treasury yields traded mixed with the curve flattening as front end yields rose  FTSE 100 6,995.87  -1.15

and long end yields fell as markets weighed recovery prospects and inflation  Nikkei 225 27,528.87  -1.05
risks. The 10Y UST yields fell 1bp to 1.52%. The Dollar Index continued to climb  Hang seng 23,966.49  -0.57
higher, but closed off the intraday high of 94.45 at 94.27, up 0.3% d/d. The  straits Times  3,083.88  0.51
greenback strengthened against all majors except the small losses against safe ¢ 39 1,550.42  1.89
haven CHF and JPY.

FX
e USD/MYR extended its slow climb upwards, picking up 0.1% to 4.1835 on Dollar Index a2 031
Wednesday. Howgver, the pair remains steady within th.e 4..17-4.'18 big e e ] e
figures overall, with an intraday range of 4.1785-4.1875, in line with our
) GBP/USD 1.3582  -0.34
neutral outlook for the week. No change to our expected weekly trading
' o AUD/USD 0.7272  -0.27
e Tracking the market swings, gold bounced off the day’s low to end the day I 64540 0.07
marginally higher at $1761.80/0z. Meanwhile, crude oil benchmarks fell amid R ol i
bigger than expected increase US inventories, (2.3m vs 418k barrels USP/SGD 1.350 015
expected). Brent crude settled at $81.08/barrel and WTI at $77.43/barrel,
both near their day lows. Commodities
WTI ($/bbl) 7743 -1.90
US ADP added more jobs than expected in September: Brent (S/bbl) 81.08  -1.79

e ADP private sector payroll added more than expected jobs of 568k in September, Gold ($/02) 1,761.80 0.05
beating consensus estimate for a 430k addition and August’s 340k revised gain. The
services sector added 466k jobs of which 226k came from the leisure and hospitality ~ Source: Bloomberg, HLBB Global Markets
sectors as the Covid-19 situation improved during the month. This is certainly a et
welcoming news reinforcing hopes that an improving labour market will underpin
consumption spending, hence recovery going forward.
e MBA mortgage applications continued to fall for the week ended 1-October, by a
larger 6.9% w/w compared to prior’s 1.1% decline. Both new purchases (-1.7% vs -
1.2%) and refinancing (-9.6% vs -0.9%) saw steeper falls as long term interest rates
continued to see a steady climb.




Smaller than expected rebound in Eurozone retail sales:

Retail sales in the euro region rebounded less than expected by 0.3% m/m in August
(Jul: -2.6% m/m revised), as a rebound in online sales was offset by decline in food,
drinks and tobacco. On a yearly basis, sales were flat, a sharp moderation from +3.1%
in July owing in part to the base effect from reopening last August. Inflationary
pressure will likely exert some pressure on consumer spending going forward, hence
somewhat dampening the outlook in 4Q in our view.

Hong Kong PMI weakened in September but still above 50:

The IHS Markit PMI for Hong Kong slipped to 51.7 in September, down from
53.3 in August. This marked its eighth month registering above-50 reading,
reflecting stable Covid-19 situation, although the rate of expansion eased last
month. The survey showed that business conditions continued to improve
while the effect of government’s online consumption voucher also gave
added support to demand. However, Hong Kong is not immune to the supply
chain disruption faced by businesses worldwide, thus resulting in higher input
cost and potentially affecting margins.

RBNZ hiked rate to 0.5%:

The Reserve Bank of New Zealand raised the official cash rate (OCR) by 25bps
to 0.5% vyesterday as widely expected, marking the start of its policy
normalisation process. It appeared optimistic over New Zealand’s higher
vaccination rates, foreseeing less virus-related disruption to the economy
over the coming years. It said that the current restrictions have not materially
changed the medium-term inflation and employment outlook. “A broad range
of economic indicators highlight that the New Zealand economy has been
performing strongly in aggregate”. It expects headline inflation to surge to
above 4% in the near term, driven by higher oil prices, rising transport costs
and the impact of supply shortfalls, before pulling back to 2.0% midpoint over
the medium term. It concluded by saying that “further removal of monetary
policy stimulus is expected over time, with future moves contingent on the
medium-term outlook for inflation and employment”.

House View and Forecasts

FX This Week 4Q-21 1Q-22 2Q-22
DXY 93-96 91.50 90.00 89.00
EUR/USD 1.14-1.17 1.19 1.21 1.22
GBP/USD 1.33-1.36 1.41 1.43 1.45
AUD/USD 0.71-0.73 0.74 0.76 0.77
USD/JPY 110-113 108.00 107.00 105.00
USD/MYR 4.16-4.20 4.20 4.20 4.15
USD/SGD 1.35-1.37 1.35 1.34 1.33
Policy Rate % Current 4Q-21 1Q-22 2Q-22
Fed 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50
ECB -0.50 -0.50 -0.50 -0.50
BOE 0.10 0.10 0.10 0.10
RBA 0.10 0.10 0.10 0.10
BOJ -0.10 -0.10 -0.10 -0.10
BNM 1.75 1.75 1.75 1.75

Source: HLBB Global Markets Research
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Hong Leong Bank Berhad
Date Events Prior Fixed Income & Economic Research,
07/10 MA Foreign Reserves (30 Sep) $116.2b Global Markets
US Initial Jobless Claims (02 Oct) 362k Level 8, Hong Leong Tower
08/10 JP Household Spending YoY (Aug) 0.7% 6, Jalan Damanlela
JP Labor Cash Earnings YoY (Aug) 0.6% 5042??123?23::;352
CN Caixin Chlna PMI Services (Sep) 46.7 Tel: 603-2081 1521
US Change in Nonfarm Payrolls (Sep) 235k Fax: 603-2081 8936

US Unemployment Rate (Sep) 5.2%
US Average Hourly Earnings YoY (Sep) 4.3% HiMarkets@hlbbthoneleongzcom:my

Source: Bloomberg

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.
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