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24-Nov: Policy continuity boosted yields

Yields pushed up further by Powell’s renomination; USD strength waned
Crude oil prices jumped as US and key countries said will tap into reserves

PMI readings showed strong economic activity in the US, Eurozone, UK

cyclical shares and helped offset the continuous selloff in tech shares. The S&P 500 Level did (%)
rose 0.2% alongside the Dow Jones which added 0.6% while the tech-focus NASDAQ.  gquities
shed 0.5%. Dow Jones 35,813.80 0.5
e US treasury yields continued to rise in response to Fed Chair Jerome Powell’s S&P 500 4,630.70 017
nomination for a second term. The traditional move of renominating Fed Chair NASDAQ 1577514 -0.50
signals policy continuity at the Fed and reaffirmed general expectations that the  Stoxx 600 479.25  -1.28
central bank will stick to its policy normalisation path which involves a post-  r1sg 100 7,266.69 0.15
pandemic first rate hike next year. The yield on the benchmark 10Y UST picked up Nikkei 225 29,774.11 0.09
0,
4bps to 1.67%. Hang Seng 24,651.58  -1.20
e The USD strength waned into Tuesday’s session. The dollar recorded mixed Straits Times s A
performances against G10 currencies. CAD and EUR traded modestly higher while  KLCI 30 1,522.88  -0.26
JPY and GBP weakened. The dollar index fell marginally (-0.06%) to 96.49.
. I
e USD/MYR adva?nced 0.3% .to 4.1985 earller.. Weekly outl.ook'for USD/MYR .rem‘.mns Dollar [ndex 96.49  -0.06
neutral-to-bullish, premising on expectations for a still firmer USD, with little
domestic catalyst to drive the MYR. We are eyeing a range of 4.16-4.20 this week. EUR/LISE (12 0.10
GBP/USD 1.3378 -0.14
e Gold prices edged lower for the fourth session. Futures shed 1.3% to $1783.8/0z.  USD/JPY 115.14 0.23
Crude oil prices jumped as the market has priced in the US government’s tapping  aup/usD 0.7228 0.04
into its petroleum reserves. The US plans to release 50mil barrels of crude from its USD/CNH 6.3911 0.01
Strategic Petroleum Reserve alongside the world’s largest consumers namely,
China, Japan, UK, India and South Korea in a coordinated effort to curb the surging U 41985 0.31
prices. The move aims to protest the OPEC+'s refusal to accelerate production USD/SGD 1.3653  0.07
which may help ease prices. Brent crude rallied 3.3% to $82.31/barrel while WTI
climbed 2.3% to $78.50/barrel. Commodities
WTI ($/bbl) 7850  2.28
e ECB board member Isabel Schnabel said in an interview that the region’s inflation
. . . . Brent (S/bbl) 82.31 3.27
risks are skewed to the upside and said that plans to end the pandemic emergency
Gold ($/02) 1,783.80 -1.25

US stocks ended Tuesday’s session on a mixed note as economic optimism boosted

bond buying program (PEPP) are still valid despite the fourth Covid-19 wave in
Europe. The remarks suggest that the ECB attempts to join its counterparts in
withdrawing pandemic stimulus. BOE Governor Andrew Bailey said that the MPC
may reduce forward guidance on rates and decisions could be made meeting-by-
meeting.

PMI readings point to solid expansion in the US, Eurozone & UK:

Private sector expansion in the US remained strong despite labour shortages and
supply chain bottlenecks. The flash Markit manufacturing PMI reading for the US
rose to 59.1 in November (Oct: 58.4). The services PMI came in at a lower but still
reasonably solid level of 57.0 (Oct: 58.7).
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The Eurozone’s economic activity expanded at a faster pace in November before
the resurgence of a new Covid-19 wave that spurred possibilities of stricter
restrictions or even national lockdowns. The Markit manufacturing PMlI rose slightly
to 58.6 (Oct: 58.3) while the services PMI advanced considerably to 56.6 (Oct: 54.6).
Meanwhile in the UK, manufacturing PMI climbed to 58.2 in November (Oct: 57.8)
while the services gauge slipped to 58.6 (Oct: 59.1), indicating that business activity
continued to grow at a decent pace nonetheless.

Singapore’s 3Q growth revised higher to 7.1% y/y:

Singapore’s 3Q GDP growth was revised higher to 7.1% y/y, from 6.5% y/y in the
advance reading. This followed the 15.1% y/y expansion in 2Q. On a q/q
comparison, the economy turned around to register a strong 1.3% expansion
(revised from +0.8% qg/q in first estimate) following the 1.8% q/q contraction in 2Q
during which the government imposed strict restrictions to counter the Covid-19
resurgence. The rebound was supported by the services sector growth as
manufacturing output edged lower slightly amid the supply chain bottlenecks.

Singapore’s CPI inflation accelerated in October:

Singapore’s CPI inflation accelerated to 3.2% y/y in October from 2.5% y/y in
September; the reading came in higher than the consensus forecast of 2.8% y/y,
attributed to the low base effect from last year. m/m, from 0.4% previously. The
stronger y/y gain reflected stronger private transport and accommodation inflation
as well as higher services and food inflation and a smaller decline in prices of retail
& other goods. The MAS core inflation rose to 1.5% y/y in the same month (Sep:
+1.2%).

On a month-on-month basis, inflation slowed to 0.3% (Sep: +0.4%). The modest
increase was driven by the increase of car prices. Core CPI picked up 0.3% m/m (Sep:
+0.2%) thanks to higher services costs, electricity and gas costs.

The MAS said that rising imported and labour costs alongside the recovery in
domestic economic activity are expected to support a steady increase in core
inflation in the quarters ahead. It expects core inflation to come in near the upper
end of 0-1% forecast range in 2021 and to further increase to 1-2% in 2022.

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 1.33-1.36 1.35 1.35 1.34 1.33
AUD/USD 0.71-0.74 0.72 0.71 0.71 0.70
usD/JpPY 113-115 112 113 114 115
USD/MYR 4.16-4.20 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
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Date Events Prior
24/11 JP Jibun Bank Japan PMI Mfg (Nov P) 53.2

JP Jibun Bank Japan PMI Services (Nov P) 50.7

NZ RBNZ Official Cash Rate (24 Nov) 0.5%

US MBA Mortgage Applications (19 Nov) -2.8%
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US Initial Jobless Claims (20 Nov) --

US Advance Goods Trade Balance (Oct) -$96.3b
US GDP Annualized QoQ (3Q S) 2.0% Hone Leong Bank Berhad
US Durable Goods Orders (Oct P) -0.3% & &
US Personal Income (Oct) 1.0% Fixed Income & Economic Research,
US Personal Spending (Oct) 0.6% Level 8 H Glibal I\/I?rkets
eve ong Leong Tower
US PCE Core Deflator YoY (Oct) 3.6% ’ 6 Jaglan Dagmanlela
US U. of Mich. Sentiment (Nov F) 66.8 ,Bukit D
US New Home Sales MoM (Oct) 14.0% 50490 Kuala Lumpur
25/11 US FOMC Meeting Minutes (03 Nov) - Tel: 603-2081 1221
NZ Exports NZD (Oct) 4.40b Fax: 603-2081 8936
JP Machine Tool Orders YoY (Oct F) 81.5% HLMarkets@hlbb.hongleong.com.my
HK Exports YoY (Oct) 16.5%

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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