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Daily Market Highlights

25-Oct: Powell and Yellen signalled higher inflation for longer

US stocks traded mixed; UST curve continued flattening and USD weakened
PMI broadly improved in the majors save for the Eurozone
Focus shift to ECB and key US GDP and personal outlay data

US stock benchmarks ended last Friday mixed. The Dow closed at a record high while
the S&P500 and NAZDAQ ended in the red, dragged by a dismal earnings report from

Key Market Metrics

Snap. Fed Chair Powell’s speech at a BIS Conference, saying that inflation will last Level did (%)
longer than expected was seen as a shift away from his previous rhetoric of a  Equities
transitory inflation. He also commented that the Fed has the tools to combat higher Dow Jones 35,677.02 0.21
inflation and that the Fed is on track with its tapering plans even though rate hike is  sgp 500 454490  -0.11
still some time away. Markets were however generally relieved on news Evergrande  yaspaq 1509020  -0.82
made a last minute bond payment and averted a default. Earlier, stocks ended higher Stoxx 600 47188 0.46
in Europe but mixed in Asia. =32 720455 0.20
US treasuries traded mixed, with the curve flattening further as the 2s rose 4bps to Nikkei 225 R 0.4
0.46% but the 10Y note yields fell 3bps to 1.64% amid lingering inflationary concerns. ~ Hangseng APy 0l
Echoing Fed Powell’s comment on higher inflation for longer, US Treasury Secretary ~ Straits Times 3,205.14  0.52
Janet Yellen said inflation is expected to remain high through 1H2022 before easing  KLClI 30 1,588.08  -0.22
in 2H2022 as supply disruptions and a tight labour market subside.
EX

The Dollar Index weakened again even though it managed to pare some losses post  pgllar index 93.64  -0.14
Powell’s remarks to close off the intraday low, down 0.1% d/d to 93.64. The p/ysp 11643 047
greenback weakened against all G10s save for the sterling and Aussie. GBP/USD 13755 028

. . . usD/JPY 113.50 -0.43
USDMYR closed lower for the 3™ consecutive trading session, down 0.2% d/d to a 6-
week low at 4.1505 last Friday. While the pair still managed to stay above the key AU LT 07466 0.01
4.15 psychological handle, negative momentum has increased, paving the way for USD/CNH egEy L
4.1460 next, after which 4.1350 will be the next target. We are tweaking our weekly ~ USD/MYR 41505 -0.18
range to 4.13-4.17, expecting cautious trading in the days leading up to the tabling USD/SGD 1.3482  0.06
of the 2022 National Budget on 29 October.

Commaodities

Commodities shrugged off Thursday’s selloffs and advanced again on Friday. Gold  \y1; (¢/pbI) 83.76 153
futures .I’OSQ. 0.8.% d/d to $1796.30/0z, on prosp.ects of hig.her for Ionger inflation. Brent ($/bbl) 85.53 109
Crude oil prices increased by more than 1.0% amid expectations of continued supply Gold (§/02) 1796.30 0.81

tightness. Brent crude increased 1.1% to $85.53/ barrel while WTI added 1.5% to
$83.76/ barrel.

Focus will be on ECB policy meeting this week to see if there will be any hawkish shift.
BOJ is also in the pipeline but unlikely springs any surprises in our view. Other key
watches are 3Q GDP from the US and Eurozone, as well as US personal outlay reports,
in addition to quarterly earnings reports from other giant US corporates (Facebook,
Amazon, Apple, Microsoft).

Source: Bloomberg, HLBB Global Markets
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October PMlIs broadly improved in the majors except Eurozone:

e US Markit Composite PMI ticked up to a 3-month high at 57.3 in October (Sept: 55.0)
as a sharper than expected improvement in services outweighed the bigger than
expected pullback in manufacturing. PMI manufacturing retreated 1.5points to a 7-
month low at 59.2 in October, from a September reading of 60.7 and below
consensus’s 60.5, dragged by slower expansion in output (15-month low) amid
supply tightness. Meanwhile, services PMI jumped more than expected to 58.2 (Sept:
54.9 and consensus 55.2) as easing Covid cases helped spur services activities.

e Eurozone Composite PMI eased more than excepted to 54.3 in October in a
preliminary reading (Sept: 56.2), as a result of softer growth momentum in both
manufacturing (better than expected at 58.5 vs Sept’s 58.6) and more so in services
(worse than expected at 54.7 vs Sept’s 56.4). A closer look at PMI manufacturing
reveals drag from new orders which pulled back to a 9-month low at 54.9 in October
(Sept: 56.7) even though this marked is 16™ consecutive month of expansion.

e UK Composite PMI staged a surprised pick-up to 56.8 in October (Sept: 54.9), thanks
to upticks in both manufacturing and services underpinned by improvement in new
orders/ businesses. The PMI manufacturing index unexpectedly climbed higher to
57.7 (Sept: 57.1) while the services PMI also defied expectations for a decline and
jumped close to 2.0ppt to 56.8 in October (Sept: 54.9).

e Japan Jibun Bank PMI composite bounced back to expansion territory, at 50.7 in
October (Sept: 47.9), underpinned by improvement in both the manufacturing (53.0
vs 51.7) and services sector (50.7 vs 47.8).

UK retail sales unexpectedly declined:

e Retail sales staged a surprised 0.2% m/m decline in September (Aug: -0.6% m/m
revised), deepening the y/y contraction to 1.3% (Aug: -0.2% y/y). Sales ex-auto also
extended its decline to -0.6% m/m during the month, leaving sales to contract 2.6%
v/y (Aug: -1.1%). The five straight months of decline signalled underlying weaknesses
among UK consumers and softening consumer confidence will only spell greater
headwinds going forward.

Hong Kong CPI surprisingly softened in September:

e  CPlunexpectedly eased to a 3-month low of 1.4% y/y in September (Aug: +1.6% y/y).
against consensus estimate for a sharp spike to +3.0% y/y. Underlying CPI which
excludes distortions from government subsidies also moderated to 1.0% y/y, from
+1.2% the preceding month, offering clear signals of well-contained price pressure in
the Hong Kong economy. Major categories like food and housing saw easier price
gains while utilities and clothing & footwear prices registered bigger increases.

Malaysia September CPI picked up to 2.2% y/y:

e Headline CPI saw a renewed uptick in September, after moderating in the last four
consecutive months. CPI quickened to 2.2% y/y in September as expected, from a 5-
month low of 2.0% y/y in August, a result of slightly quicker inflation in food prices
reflecting spill over effects from disruption in the supply chain. The higher reading
offers no cause for concern as core CPl and services CPI all showed very benign
underlying price pressure. Core CPIl held steady at 0.6% y/y while services CPI
moderated for the 4th straight month to 0.4% y/y), a record low since at least 2006.
Month-on-month, CPI rose 0.2% (Aug: unchanged).

House View and Forecasts

FX This Week 4Q-21 1Q-22 2Q-22 3Q-22
DXY 92-95 94.50 95.00 95.50 96.50
EUR/USD 1.15-1.17 1.15 1.14 1.14 1.13
GBP/USD 1.37-1.40 1.35 1.35 1.34 1.33
AUD/USD 0.74-0.76 0.72 0.71 0.71 0.70
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usb/IPY 113-116 112 113 114 115
USD/MYR 4.13-4.17 4.15 4.15 4.15 4.15
USD/SGD 1.33-1.36 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
25/10 SG CPI YoY (Sep) 2.4%
MA Foreign Reserves (15 Oct) $115.2b
US Chicago Fed Nat Activity Index (Sep) 0.29
US Dallas Fed Manf. Activity (Oct) 4.6
26/10 SG Industrial Production YoY (Sep) 11.2%
HK Exports YoY (Sep) 25.9%
US FHFA House Price Index MoM (Aug) 1.4%
US S&P CoreLogic CS US HPI YoY NSA (Aug) 19.7%
US New Home Sales MoM (Sep) 1.5%
US Conf. Board Consumer Confidence (Oct) 109.3
US Richmond Fed Manufact. Index (Oct) -3.0
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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.




