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27-Aug: Fed hawks urged bond tapering

US stocks retreated from record levels
Dollar rebounded ahead of Jackson Hole Symposium
US 2Q GDP growth revised higher

Key Market Metrics
e USstocks retreated from record levels on Thursday, snapping a five-day winning streak Level did (%)
as investors turned cautious just ahead of the Jackson Hole Symposium. The S&P 500  gquities
(-0.6%) and NASDAQ (-0.6%) pulled back from Wednesday’s all-time high alongside the
Dow Jones (-0.5%) as stocks sold off across nearly all sectors, with energy shares being

Dow Jones 35,213.12 -0.54

. .. . 4,470.00 -0.58

the biggest losers. Stocks had fallen earlier in the European markets but saw mixed S&P 500
performances in Asia Pacific. NASDAQ 14,945.81 -0.64
Stoxx 600 470.34 -0.32
e US yields edged up just a little; the yield on 10Y UST rose 1bps to 1.35%. The dollar  FTSE 100 7,124.98  -0.35

rebounded as the Afghan crisis deteriorated and several hawkish Fed officials called  \;ikkei 225 27,742.29  0.06
for bond tapering on the eve of the Jackson Hole retreat. Robert Kaplan said he was in
favour of a tapering announcement during the Fed’s next September meeting and a
process could begin in October. James Bullard said he preferred it to happen “sooner
rather than later”. Fed Chair Jerome Powell is expected to deliver his speech today at  KLCI 30 1,585.74 1.02
10pm Malaysian time.

Hang Seng 25,415.69 -1.08
Straits Times  3,109.42 0.06

EX
¢ Thedollar strengthened modestly against all G10 currencies with CAD and AUD leading 1151 1ndex 93.06 0.26
the losses. The dollar index recorded its first gain (+0.3%) since last Thursday. EUR/USD i
USD/MYR plunged for the fourth consecutive session (-0.2%) to 4.1950 on Thursday. ' '
A recent breach of multiple supports has paved the way for further bearish moves but GBP/USD LAY el
we suspect the market may turn cautious on event risks (Jackson Hole Symposium). ~ USD/JPY 110.09  0.06
Pair may be stabilising within 4.19-4.21 range today. AUD/USD 0.7237  -0.54
USD/CNH 6.4846 0.22
¢ On the commodity front, gold futures recovered some recent losses, picking up 0.2% USD/MYR 41952 -0.19
to $1792.2/0z. QOil prices slumped after three positive sessions as investors took profit
USD/SGD 1.3537 0.07

amid the return of risk-off mood. Brent crude fell 1.6% to $71.07/barrel and WTI lost
1.4% to $67.42/barrel.
Commodities

US 2Q GDP growth revised higher: WTI ($/bbl) 67.42  -1.38

e The US GDP growth in the second quarter was revised higher to 6.6% q/q annualised 5ot ($/bbl) 7107 -1.63
rate in the second estimate, from 6.5% prior, reflecting the “continued economic
recovery, reopening of establishments, and continued government response related
to the COVID-19 pandemic” according to the BEA.

¢ In the first quarter, GDP had expanded by an annualised 6.3% q/q. Growth was driven
by personal consumption, non-residential fixed investment, exports as well as state &
local government spending that were partly offset by the declines in private inventory
investment, residential fixed investment, and federal government spending.

Gold ($/0z) 1,792.20 0.22

Source: Bloomberg, HLBB Global Markets
Research

Initial jobless claims rose to 353k:

e The number of new applicants for unemployment insurance came in at 353k last week,
a minor increase from the previous week’s 349k new claims. The small gains came
after four consecutively weekly declines and left the number of new claims near the
pandemic-era low. The four-week moving average still showed a downtrend (+366.5k
vs 378k prior), as hiring outpaced layoffs with the spread of the Delta variant appearing
to show little impact on the US job market recovery.




Hong Kong’s export growth eased in July as Chinese demand softened:

Hong Kong’s exports rose 26.9% y/y in July (Jun: +33.0%), roughly matching the
consensus estimates and representing a slowdown in exports compared to the
previous month despite a favourably low base. This was driven by a smaller gain in
shipments to neighbouring China, highlighting the impact of flood and recent Covid
outbreak at the mainland. Import growth also came in weaker at 26.1% y/y (Jun:
+31.9%); the trade deficit narrowed to HKD35.0b (Jun: -40.5b).

Singapore’s industrial production slowed in July:

Government data showed that Singapore industrial production growth slowed in July
to 16.3% y/y (June: +28%). Excluding the volatile biomedical manufacturing output,
industrial production grew 5.8% y/y (June: +25.1%)

On a month-on-month basis, total output was down by 2.6% m/m, following a 2.6%
decline in the previous month. Biomedical manufacturing output jumped by a
whopping 86.6& y/y. Electronics output rose modestly (+1.5% y/y) while general
manufacturing (+11% y/y), transports engineering (+33.1%) and precision
engineering (+20.3%) reported double digit growths.

New Zealand’s consumer confidence slumped in August:

The ANZ Consumer Confidence Index dipped 3.1% m/m to 109.6 in August (Jul:
113.1), marking its second month of decline as consumers turned less optimistic over
the current and future conditions against a backdrop of surging prices. Inflation
expectations rose to 5.1% (Jul: 4.9%). The index is yet to show the full impact of the
nationwide lockdown which was announced on 17 Aug. Sentiment is expected to be
further hampered by the latest Covid outbreak in New Zealand which saw the total
community cases totalling 210 as of 25 August. The government has imposed a strict
level 4 national lockdown to stem the spread of the virus and is expected to extend
the restrictions today.

House View and Forecasts

FX This Week 3Q-21 4Q-21 1Q-22 2Q-22
DXY 92-95 92.00 91.50 90.00 89.00
EUR/USD 1.15-1.18 1.18 1.19 1.21 1.22
GBP/USD 1.35-1.38 1.40 1.41 1.43 1.45
AUD/USD 0.70-0.73 0.74 0.74 0.76 0.77
UsSD/JPY 109-111 109.00 108.00 107.00 105.00
USD/MYR 4.18-4.24 4.23 4.20 4.20 4.15
USD/SGD 1.35-1.38 1.35 1.35 1.34 1.33
Policy Rate % Current 3Q-21 4Q-21 1Q-22 2Q-22
Fed 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50
ECB -0.50 -0.50 -0.50 -0.50 -0.50
BOE 0.10 0.10 0.10 0.10 0.10
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
Fed 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50

Source: HLBB Global Markets Research

Up Next

Date Events Prior

27/08 CN Industrial Profits YoY (Jul) 20.0%
MA Exports YoY (Jul) 27.2%
US Advance Goods Trade Balance (Jul) -$91.2b
US Personal Income (Jul) 0.1%
US Personal Spending (Jul) 1.0%
US PCE Core Deflator YoY (Jul) 3.5%
US U. of Mich. Sentiment (Aug F) 70.2
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30/08 JP Retail Sales MoM (Jul) 3.1%
EZ Economic Confidence (Aug) 119.0
US Pending Home Sales MoM (Jul) -1.9%
US Dallas Fed Manf. Activity (Aug) 27.3

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.




