$ HonglLeong Bank

21 October 2021

Global Markets Research

Daily Market Highlights

21-Oct: Fed Beige Book acknowledged elevated prices

Stocks mixed; steepening in UST curve and USD weakness persisted
Fed speaks echoed FOMC rhetoric on tapering and rate hike timeline
Attention on US jobless claims data today

US stock indices ended the day mixed as markets were torn between earnings
optimism and the resurface of inflationary concerns and China property market woes

Key Market Metrics

as Evergrande failed to ink a deal to sell its assets to raise cash, hence significantly Level d/d (%)
increases default risk as this weekend’s deadline approaches. This could have Equities
adverse repercussions on the already slowing China economy and may call for some .. jones 35609.34 043
fo'rm of policy support. Ea.rller yesterday, China’s PBoC malntalneq its or.1e-year loan S BT 4536.19 0.37
prime rate at 3.85% as widely expected. Stocks were generally higher in European
. . . . NASDAQ 15,121.68 -0.05
trading but mixed in Asia markets.
Stoxx 600 470.07 0.32
US treasuries remained under pressure, especially at the back end of the curve, driven ~ FTSE 100 7,223.10  0.08
in part by weak demand for a 20-year bond auction. The debt sale attracted a soft  Nikkei 225 29,255.55 0.14
bid-cover of 2.25x (prior 2.36x) at a high yield of 2.10% (prior 1.80%). The yield curve e e 26,136.02  1.35
continued to steepen as the 2-year note yields fell 1bp while the 10s and 30s added o
; Straits Times 3,198.08  -0.03
2bps to 1.66% and 5bps to 2.13% respectively.
KLCI 30 1,606.32 0.02
USD weakness persisted, as the greenback weakened against all G10s. The Dollar
Index fell 0.2% d/d to 93.56, its lowest in three weeks. The Dollar Index failed to hold  EX
on to gains in Asian and early European trading sessions and headed lower, before  pollarindex 93.56  -0.19
making some slight rebound aftgr the reIea.se of Fed Beig.e Bopk a.nd Fed speaksthat  ¢r/ysp 11651 015
merely echoed the FOMC rhetoric on tapering and rate hike timeline. GBP/USD 13824 0.20
The Fed Beige Book reiterated that economic activity grew at a “modest to moderate Uabi=r nast 006
rate” although some districts said supply constraint and the Delta variants have ~AUD/USD 0.7516 0.6
slowed growth. Labour shortages also weighed on growth. Most districts reported  USD/CNH 6.3946 0.29
significantly higher prices, fuelled by rising demand as well as supply bottlenecks. USD/MYR 41595  -0.24
USD/SGD 1.3436 -0.10
USDMVYR closed 0.2% d/d lower at 4.1595 on Wednesday, supported by lingering USD
weakness. USDMYR outlook remains neutral to slightly bearish in our view, in the .
absence of any MYR-detrimental drivers and an increasing negative momentum in  emmodities
the USD. We continue to eye a range of 4.14-4.17 in this holiday shortened week. ~ WTI ($/bbl) 83.87  1.10
Downside likely capped by cautiousness ahead of 2022 Budget tabling on 29 October.  Brent ($/bbl) 85.82 0.87
Gold ($/0z) 1,784.90 0.81

On the commodity front, gold continued to increase 0.8% to $1784.90/0z as Fed
Waller reiterated that rate hike would probably be some time off even though
tapering may begin next month. Crude oil prices also extended gains after EIA
reported a surprised decline in US crude inventories for the first time in four weeks,
and gasoline stocks fell to its lowest in almost two years. Brent crude rose 0.9% to a
7-year high of $85.82/ barrel while WTl added 1.1% to $83.87/ barrel, its highest since
Jun-15.

Today, futures pointed to mixed opening in Asian markets. Focus will shift to US initial
jobless claims, leading index and housing data.
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US MBA mortgage applications fell again:

Weekly mortgage applications for the week ended 15-Oct fell 6.3% w/w (prior
+0.2%), as an increase in long term interest rates deterred mortgage applications for
both new purchases (-4.9%) and refinancing (-7.1%). This added to recent signs of a
slowing housing market in the US, plagued by rising rates, raw material and labour
shortages.

Eurozone CPI quickened to 3.4% y/y in September:

CPI in the Eurozone quickened to 3.4% y/y and rose 0.5% m/m n September (Aug:
+3.0% y/y and +0.4% m/m), in line with the flash estimate released earlier and
consensus estimate. Core CPI rose 1.9% y/y and 0.5% m/m, also within expectations.
Inflation picked up in 25 member states, fell in one and stabilized in one member
country, a sign of broad-based inflationary pressure in the region. Sectors that saw
the biggest increases were energy (+1.63ppt), services (+0.72ppt), non-energy
industrial goods (+0.57ppt), and food alcohol & tobacco (+0.44ppt).

UK CPI stayed elevated at 3.1% y/y in September:

CPI increased at a slightly slower rate of 3.1% y/y in September (Aug: +3.2% y/y),
distorted by the decline in restaurant meal prices which was boosted by the expiry of
an Eat Out to Help Out Scheme last September. This cushioned increases in all other
categories mainly Food & beverages, housing, furniture and transport, confirming
that inflation remained at elevated levels. Recall that inflation jumped from 2.0% in
July to 3.2% in August, way above the BOE’s 2.0% target, and is projected to quicken
to 4.0% by early next year. This has probably supported BOE’s hawkishness and
market pricing for aggressive rate hike this 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 1.15-1.17 1.15 1.14 1.14 1.13
GBP/USD 1.35-1.38 1.35 1.35 1.34 1.33
AUD/USD 0.73-0.75 0.72 0.71 0.71 0.70
usD/JpPY 112-115 112 113 114 115
USD/MYR 4.14-4.17 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
Up Next
Date Events Prior
21/10 JP Machine Tool Orders YoY (Sep F) 71.9%
US Initial Jobless Claims (16 Oct) 293k
US Philadelphia Fed Business Outlook (Oct) 30.7
US Leading Index (Sep) 0.9%
US Existing Home Sales MoM (Sep) -2.0%
EZ Consumer Confidence (Oct A) -4.0
22/10 UK GfK Consumer Confidence (Oct) -13.0
JP Natl CPI Ex Fresh Food YoY (Sep) 0.0%
JP Jibun Bank Japan PMI Composite (Oct P) 47.9
MA CPI YoY (Sep) 2.0%
UK Retail Sales Inc Auto Fuel MoM (Sep) -0.9%
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EZ Markit Eurozone Composite PMI (Oct P) 56.2
UK Markit/CIPS UK Composite PMI (Oct P) 54.9
HK CPI Composite YoY (Sep) 1.6%
US Markit US Composite PMI (Oct P) 55.0

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.




