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Global Markets Research

Daily Market Highlights

13-Oct: Risk-off sentiment prevailed

Risk aversion weighed on stocks & long-term yields; USD rose

IMF downgraded 2021 outlook, citing supply chain disruption

Eyes on Fed minutes & US CPI while earnings season kicks off

US stocks slipped for the third consecutive session on Tuesday, led by a selloff in
technology shares. The S&P 500 was down by 0.2% as the losses in tech, healthcare,
industrial and financials offset the gains in other sectors such as real estate and
consumer discretionary. The Dow lost 0.3% while NASDAQ shed 0.1%. In Europe, stock
markets closed in the red while key Asian benchmarks in Hong Kong and Japan posted
losses amid a generally risk-off environment.

US bond markets reopened after being off on Monday. Longer-term yields edged
lower after recent climb with the 10Y UST yield sliding to 1.58% (-3.5bps). Short-term
yields picked up, leaving the curve to bull flatten. The DXY advanced further by 0.2%
to 94.52 as the USD strengthened modestly against most major currencies. AUD and
GBP were relatively resilient, closing little changed.

USD/MVYR finished lower for the fourth consecutive session at 4.1645 (-0.1%), in line
with our neutral to bullish outlook for MYR in the short term. The reopening of the
interstate borders within Malaysia alongside the rallies in crude oil and CPO prices are
expected to offer support to the local currency, although the upside may be capped
by the pre-FOMC minutes and US CPI jittery today, which may be potential swing
factors in the FX space this week.

Gold prices rebounded from recent losses, supported by risk aversion; futures rose
0.2% to $1758.3/0z. Crude oil prices consolidated gains as Brent shed 0.3% to $83.42
while WTI stabilised (+0.2%) at $80.64/barrel.

The IMF downgraded its 2021 growth forecast to 5.9%, from the 6.0% projection it
announced in July, citing supply chain disruption, Delta variant and rising inflation. The
forecast for 2022 was unchanged at 4.9%. The balance of risks is titled to the downside
for growth and upside for inflation. The earnings season kicked off today with the
release of major banks’ third quarter corporate results, starting with JP Morgan and
followed by Citigroup, Bank of America and Wells Fargo tomorrow. The US September
CPI data and FOMC minutes are also in focus today. China’s trade report and the UK
output indicators are also in the data docket.

US job openings fell in August; small business sentiment weakened on labour shortage:

US job openings fell to 10.4mil in August, from the upwardly revised 11.1mil in July,
according to the Labour Department’s JOLTS report. This was the first decline in job
openings this year although still at historically elevated levels. The quit rate jumped to
a record high of 2.9% (Jul: 2.7%) as more people voluntarily resigned from their roles
in search of jobs with better pays and incentives amid the ongoing hiring spree.

In a separate report, the NFIB Small Business Optimism Index edged lower to 99.1 in
September (Aug: 100.1), its lowest level since March. Sentiment was dragged down by
labour shortages and accompanying conditions to raise wages to attract workers. This
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Dow Jones 34,378.34 -0.34
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is reflected in the survey gauge of unfilled positions (51% vs 50% prior) and net
compensation (42% vs 41% prior).

Germany’s investor sentiment slumped further in October:

German investor sentiment weakened in October as reflected in the decline in the ZEW
index for the Eurozone (21.0 vs 31.1 prior). The same reading for Germany’s outlook
also slumped to 22.3 (from 26.5 prior), its lowest level since the negative reading
recorded in March last year during the onset of the global pandemic. The loss in
confidence is attributed to the global supply chain bottlenecks which had constrained
growth potentials in Germany as well as the broader euro area. Investors also grappled
with the expected slowdown in the economy after the reopening pent-up demand
peaked in summer.

UK labour recovery continued:

The UK economy added 235k jobs in the three months to August, slightly below the
consensus forecast of 250k but more than the 183k gain in the previous period. The
unemployment rate fell to 4.5% as expected, from 4.6% prior and was now 0.5 ppts
higher than pre-pandemic level. The latest set of data showed continuing recovery in
the UK labour market but still reflected support from the government furlough scheme
which had ended in September. Having said that, the end of the scheme is not
expected to raise unemployment rate sharply as labour demand is reported to be high;
a separate survey by the UK statistics office showed that job vacancies reached a
record high of 1.1mil in the Jul-Sep 2021 period, representing an increase of 318k from
the pre-pandemic Jan-Mar 2021 level.

Japan’s business capex weighed by State of Emergency restrictions:

Japan’s core machinery orders fell 2.4% m/m in August, defying the expectation for a
1.4% increase. This followed the 0.9% m/m gain in July and reflects the impact of the
State of Emergency measures which remained widely in place during that period,
leading businesses to cut capex. On a y/y basis, core machinery orders rose 17.0% (Jul:
+11.1%).

Australia’s business confidence jumped in September; consumer turned gloomy in
October:

The NAB Business Confidence Index jumped to 13.0 in September (Aug: -6.0) reflecting
a rebound in business sentiment following two months of negative readings. This was
driven by the shift in confidence in New South Wales and Victoria in response to the
reopening roadmaps as well as the higher vaccination rates. However, the current
conditions index slumped to 5.0 (Aug: 14) as lockdowns continued to weigh on activity
when the survey was taken. NSW had reopened this week via easing of restrictions on
fully vaccinated individuals.

In a separate note, the Westpac Consumer Confidence Index ticked lower to 104.6 in
October (Sep: 106.2), reflecting consumers’ poorer outlook for the 1-year ahead
economy although the current conditions gauge turned less negative and the climate
to purchase major household items turned positive amid expectations for further
relaxation of Covid related restrictions.

Malaysia’s industrial production recorded smaller decline:

Malaysia’s industrial production registered a smaller than expected contraction of
0.7% y/y in August (Jul: -5.2%), as a turnaround in manufacturing production in the
wake of more factories reopening lifted overall production. In line with the improving
picture, overall IPl rebounded to increase 3.2% m/m (Jul: -5.3% m/m) with all major
manufacturing sub-sectors showing some recoveries. The latest data confirmed pick-
up in economic activities as the economy progressively emerged from the lockdown
instituted in June. However, the earlier damages and scarring effects will still result in
a contraction in 3Q GDP in our view, aggravated by tightness in the global supply chain
that set back many production facilities even as they are allowed to reopen.
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House View and Forecasts

FX This Week 4Q-21 1Q-22 2Q-22 3Q-22
DXY 93-96 94.50 95.00 95.50 96.50
EUR/USD 1.14-1.17 1.15 1.14 1.14 1.13
GBP/USD 1.35-1.38 1.35 1.35 1.34 1.33
AUD/USD 0.72-0.74 0.72 0.71 0.71 0.70
USD/IPY 110-113 112 113 114 115
USD/MYR 4.16-4.20 4.15 4.15 4.15 4.15
USD/SGD 1.34-1.37 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

13/10 CN Exports YoY (Sep) 25.6%
CN Imports YoY (Sep) 33.1%
UK Monthly GDP (MoM) (Aug) 0.1%
UK Industrial Production MoM (Aug) 1.2%
UK Index of Services MoM (Aug) 0.0%
UK Visible Trade Balance GBP/Mn (Aug) -£12706m
EZ Industrial Production SA MoM (Aug) 1.5%
US MBA Mortgage Applications (08 Oct) -
US CPI YoY (Sep) 5.3% Hong Leong Bank Berhad

14/10 US FOMC Meeting Minutes (22 Sep) - Fixed Income & Economic Research,
UK RICS House Price Balance (Sep) 73% Global Markets
AU Employment Change (Sep) -146.3k Level 8, Hong Leong Tower
AU Unemployment Rate (Sep) 4.5% 6, Jalan Damanlela
cncavor s B
CN PPI YOY (Sep) ) 9.5% Tel: 603-2081 12le
JP Industrial Production MoM (Aug F) -3.2% Fax: 603-2081 8936
US Initial Jobless Claims (09 Oct) -
US PPI Final Demand YoY (Sep) 8.3% HLMarkets@hlbb.hongleong.com.my

Source: Bloomberg



mailto:HLMarkets@hlbb.hongleong.com.my

$ HonglLeong Bank

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.




