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17-Nov: Stocks rallied on positive US data

S&P 500, NASDAQ back to record levels
Dollar strength dominates FX market

US retail sales, industrial production signalled recovery is still forthcoming

US stocks advanced on Tuesday, boosted by the strong set of economic data. The
Dow Jones rose 0.2% while the S&P 500 (+0.4%) and NASDAQ (+0.8%) both climbed
to record levels after muted trading in the previous session. Consumer discretionary
and tech shares outperformed among the S&P 500 sectors after retail sales and
industrial production readings beat expectations to show robust economic activity
in October.

Longer-dated treasury yields picked up further and the curves bear-steepened
following a hawkish message by St Louis Fed President James Bullard. The yield on
10Y UST was 2.6bps higher at 1.64% at Tuesday’s closing. Bullard said in a Bloomberg
TV interview that the Fed should accelerate the pace of QE tapering if inflation did
not show signs of easing.

The dollar strength dominated the FX market on Tuesday as the USD was seen closing
higher against most G10 currencies except the GBP which had stayed flat. The dollar
index registered a solid 0.5% gain.

USD/MYR finished Tuesday’s session 0.1% higher at 4.1670. We maintain our
neutral-to-slightly bullish outlook for USD/MYR, as the Fed rate hike expectations
and cautious market sentiments may still keep USD strength intact. Negative
momentum in USD/MYR is also reducing, suggesting likelihood of some upward
moves to a potential range of 4.15-4.19 this week.

Gold prices fell amid profit taking activity. Futures shed 0.7% to $1854.1/0z. Oil
benchmarks traded on a mixed note; Brent crude edged higher by 0.5% to
$82.43/barrel while WTI slipped 0.2% to $80.76/barrel.

Jump in US retail sales highlights consumers’ readiness to spend:

Retail sales in the US beat expectations for the month of October, growing 1.7% m/m
compared to the consensus estimates of 1.4%. September’s sales were also revised
higher to show 0.8% m/m growth. Sales picked up in nearly all categories of goods
and services last month; notably positive performances were observed in the vehicle
& parts, electronics, building materials and grocery stores as well as gasoline (+3.9%
m/m), which was in line with the higher gasoline prices. Online sales outperformed
by gaining 4.0% m/m. The retail sales for control group, judged as the core retail
sales, rose 1.6% m/m (Sep: +0.5%). The strong October print highlights the fading
concerns of the Delta variant and consumer’s readiness to spend for the holidays
season despite the weakening consumer sentiment and higher inflation.

US industrial production recovered from 3Q slump:

The US industrial production rebounded by 1.6% m/m in October, from the 1.3%
decline in September. The reading beat analysts’ expectations (+0.9% m/m). The
Federal Reserve, which published the data, said that about half of October’s gain
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reflected a recovery from the effects of Hurricane Ida. Manufacturing output rose
1.2% m/m, after falling for two consecutive months, attributed to the large gain in
productions of motor vehicles & parts. Mining output rose 4.1% m/m and utilities
picked up 1.2% m/m as the weather turned colder.

US homebuilder sentiment at 6-month high:

Homebuilder sentiment in the US strengthened to a six-month high in November, as
reflected in the 3-point increase in the NAHB Housing Market Index, from 80 to 83.
The latest survey marked the index’s third consecutive climb and showed that
housing developers turned more optimistic over the present sales of single-family
units as well as the prospective buyers’ traffic, supported by the robust housing
demand in the US against a backdrop of low interest rates.

US import prices surged in October:

Import price index jumped 1.2% m/m in October, a marked acceleration from the
0.4% rate in September, reflecting the impact of the global supply chain constraints
of costs of goods & services purchased from overseas. Prices of petroleum jumped
the most last month, increasing by a whopping 8.1% m/m (Sep: +3.8%) while the cost
of industrial supplies also picked up tremendously by 4.0% m/m (Sep: +1.1%). Y/y,
import price inflation advanced to 10.7% (Sep: +9.3%). This was in line with the surge
in US CPI inflation to 30-year high (+6.2% y/y) in the same month.

Eurozone’s GDP growth unrevised at 2.2% q/q:

The euro area economy continued to recover in the third quarter as governments
loosened restrictions following the jump in vaccination rates during that period. The
Eurozone’s third quarter GDP growth was unrevised at 2.2% q/q in the second
estimate; this followed a 2.1% g/q growth in the second quarter. On a y/y basis, GDP
expanded by 3.7%, slowing from the 14.2% rate in the second quarter.

Meanwhile, employment rose by 0.9% q/q in the third quarter (2Q: +0.7%),
translating to a 2.0% y/y gain (2Q: +1.9%). Businesses ramped up hiring in 3Q, adding
to signs of firmer consumption outlook in the 4Q ahead of the holiday seasons.

UK job conditions strengthened before furlough scheme ended:

The UK job data smashed expectations in a month where the government’s furlough
scheme was set to expire. The economy added 247k jobs in the three months to
September, better than the expected increase of 190k. Part-time workers made up
the bulk of the increase at 209k while full-timers rose by 39k during that period.
The unemployment rate slipped to 4.3%, from 4.5% previously and lower than the
consensus estimates of 4.4%. A more forward indicator showed that the number of
jobless benefits claimants fell by 14.9k in October (Sep: -85.9k), marking its eighth
consecutive decline since March. The overall job report painted a picture of a
stronger labour market but the underlying conditions remained masked by the
furlough scheme (which had been wound down partially at that point) ending on 30
September.

Japan’s export growth slowed in October:

Japan’s October export growth came in slightly lower at 9.4% y/y, compared to the
10.3% consensus forecast as supply chain constraints weighed on overseas
shipments. This followed a 13.0% y/y gain in exports in September. Imports also rose
at a smaller rate when compared to the previous month, by 26.7% y/y (Sep: +38.2%).
The trade deficit narrowed to ¥444.7b, from ¥605.5b

A separate report showed that core machinery orders were unchanged in September
instead of a predicted growth, suggesting that the state of emergency measures that
remained in place during that month had limited business investment. Analysts had
been expecting orders to rebound by 1.5% after the 2.4% m/m decline in August.
Y/y, machinery orders were 12.5% higher (Aug: +17.0%).

RBA minutes, Governor Lowe reinforced dovish message:
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The RBA released its 02 November meeting minutes, during which it had maintained
the weekly QE pace at A$4b (at least until mid-February 2022) and removed the yield
curve control measure that targeted the 3-year Australian government bond yield at
0.1%.

RBA policy makers agreed that the measure introduced at the onset of the global
pandemic had lost its effectiveness as a monetary policy tool as expectations about
inflation and future interest rates had begun to shift. They reaffirmed the decision
to continue with the QE program at the current rate of purchase as it was
appropriate to support the financial conditions that underpin its inflation and
unemployment goal. The next review in mid-Feb 2022will be based on the same
three considerations namely “the actions of other central banks, how the domestic
bond market is functioning, and the actual and expected progress towards the Bank's
goals for inflation and unemployment”. The minutes also reinforced the central
bank’s dovish policy stance that it would not raise rates until inflation reaches 2-3%
sustainably.

In a speech at the Australian Business Economists Webinar, RBA Governor Philip
Lowe continued to downplay the chance of a rate hike in 2022, stressing that the
latest forecasts do not warrant such a move. He said that the economy and inflation
would have to turn out very differently for the RBA board to raise rates.

Australia’s leading index remained negative, to recover in Nov-Dec:

The Westpac Leading Index’s six-month annualised growth rate stayed negative for
the second month at -0.5% (Sep: -0.5%) as Australia’s two largest cities remained in
lockdown for most of 3Q and into October. The negative contributions came from
the falls in Australian dwelling approvals and hours worked. The downturn had likely
bottom out as the reopening paved the way for recovery in the remainder of 4Q.

House View and Forecasts

FX This Week 4Q-21 1Q-22 2Q-22 3Q-22
DXY 94-96 94.50 95.00 95.50 96.50
EUR/USD 1.13-1.15 1.15 1.14 1.14 1.13
GBP/USD 1.32-1.35 1.35 1.35 1.34 1.33
AUD/USD 0.72-0.74 0.72 0.71 0.71 0.70
usD/IpY 113-115 112 113 114 115
USD/MYR 4.15-4.19 4.15 4.15 4.15 4.15
USD/SGD 1.35-1.37 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

17/11 AU Wage Price Index YoY (3Q) 1.7%
SG Non-oil Domestic Exports YoY (Oct) 12.3%
UK CPI YoY (Oct) 3.1%
EZ CPI YoY (Oct F) 3.4%
US MBA Mortgage Applications (12 Nov) 5.5%
US Building Permits MoM (Oct) -7.8%
US Housing Starts MoM (Oct) -1.6%

18/11 US Initial Jobless Claims (13 Nov) 267k
US Philadelphia Fed Business Outlook (Nov) 23.8
US Leading Index (Oct) 0.2%

$ HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research,
Global Markets

Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

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.




