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08-Nov: Strong revival in US job market

Nonfarm payrolls rose 531k in October

Treasury yields plummeted further; USD rally paused

US House passed critical infrastructure bill

US benchmarks enjoyed yet another record setting session last Friday, after the
monthly employment report beat expectations. The Dow Jones added 0.6% to a new
high, rebounding from the marginal slide in the prior session while the S&P 500
(+0.4%) and NASDAQ (+0.2%) pressed on to make their seventh consecutive record
closings. Stocks had been rallying for five weeks in a row now, last week’s moves
were underpinned by a strong earnings season and generally positive US data, while
the Fed’s decision to scale back its asset purchase program reaffirmed the US solid
growth trajectory. On a weekly basis, the Dow rose 1.4% while the S&P 500 picked
up 2.0% while the NASDAQ outperformed with a 3.1% gain.

Treasury yields plunged despite the upbeat job report amid the continuous slump
in global bond yields as markets readjusted and reassessed rates outlook following
a slew of central bank decisions this week. US yields were down by 2-8bps where
the curves bull-flattened; 10Y UST last yielded 1.45% on Friday.

The dollar index was little changed at 94.32; the USD traded on a mixed note against
major currencies after having jumped in the previous session. The JPY (+0.3%) was
the biggest gainer, recovering from recent weakness related to expected policy
divergence between the BOJ and other central banks while partially aided by risk-
off sentiment in Asia. GBP, CAD, AUD and CHF held steady.

USD/MYR closed 0.1% higher at 4.1590 on Friday. The pair broke its five-week losing
streak to register a weekly gain of 0.5% in the holiday-shortened week. We continue
to expect a neutral outlook for the pair in the week ahead, in the run-up to the
release of Malaysia 3Q GDP numbers on Friday. We are pencilling a small
contraction triggered by the lockdown measures then.

Gold prices extended gains on Friday amid a pause in USD gain; futures climbed 1.3%
to $1816.8/0z. Saudi Arabia raised the official selling price of its crudes more than
expected, sending the oil markets in a frenzy. Brent crude jumped 2.7% to
$82.74/barrel and WTI rallied 3.1% to $81.27/barrel. Nonetheless, both benchmarks
closed out the volatile and eventful week sharply lower (WTI: -2.8%; Brent: -1.9%).

The US House of Representatives passed a $1.2 trillion bipartisan infrastructure bill
late Friday; the Senate had approved the said bill in August and President Biden is
expected to sign it this week. The legislation is projected to pour in $550b federal
funds in the US’ infrastructure over five years.

US job market staged a strong comeback:

The US economy added 531k jobs in October, better than the expected gain of 450k
while the payrolls for the previous two months were revised sharply to reflect an
upward net revision of 235k. The Bureau of Labour Statistics said that October’s job
growth was widespread, with notable gains in leisure and hospitality as well as in

Key Market Metrics

Level d/d (%)
Equities
Dow Jones 36,327.95 0.56
S&P 500 4,697.53 0.37
NASDAQ 15,971.59 0.20
Stoxx 600 483.44 0.05
FTSE 100 7,303.96 0.33
Nikkei 225 29,611.57 -0.61
Hang Seng 24,870.51 -1.41
Straits Times 3,242.34 0.70
KLCI 30 1,531.73 0.03
EX
DollarIndex 94.32 -0.03
EUR/USD 1.1567 0.11
GBP/USD 1.3498 -0.01
USD/JPY 113.41 -0.31
AUD/USD 0.7400 -0.01
USD/CNH 6.3944 -0.05
USD/MYR 4.1590 0.12
USD/SGD 1.3502 -0.07
Commodities
WTI ($/bbl) 81.27  3.12
Brent (S/bbl) 82.74 2.73
Gold ($/0z) 1,816.80 1.30
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professional and business services, manufacturing and transportation &
warehousing. The positive reading is largely consistent with key indicators such as
the ISM PMI indexes which painted a picture of solid US growth. Services sector
activity and employment in particular saw a strong revival after the decline in Covid-
19 cases.

e Meanwhile, the unemployment rate fell to 4.6%, from 4.8% prior, also
outperforming the consensus estimate of 4.7%. The labour participation rate was
unchanged at 61.6%.

e The average hourly earnings rose 4.9% y/y (Sep: +4.6%) as wage growth continued
to accelerate against a backdrop of labour supply shortages.

Eurozone’s retail sales fell in September:

e The Eurozone’s retail sales missed expectations in September, recording a decline
of 0.3% m/m instead of a projected growth of 0.2%. This came after sales in August
were revised higher to show a much larger 1.0% increase (initial estimate: +0.3%
m/m). In September, the fall in online sales and non-food products offset the gain
in food, drink & tobacco and fuel. On a y/y basis, retail sales rose 2.5% (Aug: +1.5%)
on a more favourable base effect.

Singapore’s retail sales jumped in September on mobile sales:

e Singapore’s retail sales staged a strong rebound of 6.0% m/m in September (Aug: -
0.6%), reflecting the 66.1% m/m surge in sales of computer & telecommunication
equipment following new product launches. Sales increased in the majority of the
sectors while sales of motor vehicles and recreational goods were down. On a y/y
basis, retail sales rose 6.6% (Aug: -2.8%), partially because of the low base effect
from last year.

House View and Forecasts

FX This Week 4Q-21 1Q-22 2Q-22 3Q-22
DXY 93-95 94.50 95.00 95.50 96.50
EUR/USD 1.14-1.17 1.15 1.14 1.14 1.13
GBP/USD 1.34-1.37 1.35 1.35 1.34 1.33
AUD/USD 0.73-0.75 0.72 0.71 0.71 0.70
usD/IpY 112-115 112 113 114 115
USD/MYR 4.14-4.18 4.15 4.15 4.15 4.15
USD/SGD 1.34-1.36 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
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US PPI Final Demand YoY (Oct) 8.6%

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.




