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Global Markets Research
Daily Market Highlights

1 Nov: Cautiousness ahead of central bank meets

US stocks and UST fell; dollar index regained lost ground
Eurozone GDP growth slowed in 3Q; inflation quickened to a record 10.7%
Hong Kong 3Q GDP contracted more than expected by 4.5% y/y

e Stocks slipped on Monday, but the Dow still capped off one of its best Key Market Metrics

months. The Dow Jones Industrial Average fell 0.4%, the S&P 500 shed 0.8% Level did (%)
while the Nasdag Composite tumbled 1.0% d/d. The pan-European Stoxx  Equities
600 nudged 0.4% d/d higher as investors shrugged off the Eurozone GDP  pow Jones 32,732.95  -0.39
and inflation data. Shares in Asia-Pacific were mostly higher with the ¢gp 500 3,871.98 -0.75
exception of Chinese stocks. Hang Seng fell 1.2% d/d, while Nikkei 225, NASDAQ 10,088.15  -1.03
Straits Times and KLCI gained 1.8%, 1.1% and 0.9% d/d respectively. Stoxx Eur 600 412.20 0.35
. ) FTSE 100 7,094.53 0.66
Treasury yields .rose a§ rr?arkets.looked ahead to the Fed(.eral Reserve’s Nikkei 295 27 .587.45 -
November meeting beginning tonight. The 10-year Treasury yield was up by
4bps to 4.05%. The yield on the policy-sensitive 2-year Treasury rose by ~2"8 Seng Wit bl
7bps. to 4.48%. Markets are also hoping to gain some clarity regarding the ~ Straits Times 309341 111
Federal Reserve’s future policy pathway from the meeting, as questions  KLCI 30 L L
remain over how high rates will be hiked in late 2022 and throughout 2023.
There are concerns that rate hikes are dragging the U.S. economy into a  EX
recession, and economic data has been sending mixed signals about Dollarindex 111.53 0.70
inflation. EUR/USD 0.9882 -0.83
GBP/USD 1.1469 -1.26
The dollar regained some ground it lost earlier in the month, with the Dollar USD/IPY 148.71 0.75
Index up 0.7% d/d to 111.53. The EUR depreciated 0.8% d/d to 0.9882 and e 06399 .09
sterling lost 1.3% d/d to 1.1469. Over in Asia, the dollar appreciated 0.8% R 7 3363 0.95
against the Japanese yen to 148.71 and 1.0% d/d against Renminbi. Ringgit - P o
was largely unchanged against the US Dollar at 4.7267 as investors
preferred to stay on the sideline ahead of BNM OPR decision on Thursday. e 14168 0.40
Gold edged lower heading for its longest streak of monthly losses on record ~ Semmodities
as a stronger dollar, elevated U.S. bond yields and prospects for more rate ~ WTI ($/bbl) 86.53  -1.56
hikes from the Federal Reserve dented the non-yielding metal’s appeal.  Brent ($/bbl) 94.83  -0.98
Gold slipped 0.3% d/d. Brent and the West Texas Intermediate (WTI), Gold ($/oz) 1,640.70 -0.25
meanwhile, fell 1.0% d/d and 1.6% d/d on expectations that U.S. production  copper ($3/MT) 7,550.00  -2.76
could rise even as weaker economic data out of China and the country’s a1y minum($/MT) 2,211.50  -3.32
widening COVID-19 curbs weighed on demand. CPO (RM/tonne) 3,963.00 0.18

US manufacturing output signalled weakening growth

The Texas Manufacturing Outlook Survey’s production index edged down 3
points to 6.0, suggesting a slight deceleration in output growth. The new
orders index slipped to -8.8, its fifth month in a row in negative territory
suggesting a continued decrease in demand. More importantly,
expectations regarding future manufacturing activity were mixed, with the
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future general business activity index remained negative and largely
unchanged at -21.2.

The Chicago Business Barometer dipped a further half-point to 45.2 in
October, contracting for a second consecutive month. After the across-the-
board September plunge, most indicators saw marginal improvements in
October, whilst new orders and supplier deliveries slipped further. Order
backlogs and employment recorded stronger upticks, albeit remaining in
contraction.

Euro inflation shot up to +10.7% y/y, GDP growth decelerated to +0.2%
a/q

Preliminary flash GDP for the eurozone increased by 0.2% q/q in 3Q,
markedly slower than +0.8% q/q in 2Q but was above consensus estimate’s
+0.1% g/qg. On a y/y basis, 2Q GDP growth was also slower but matched
consensus at +2.1%. GDP halving from the 4.1% y/y expansion in 2Q.
Inflation came in at +10.7% y/y in October, the highest ever monthly
reading since the euro zone’s formation and was above expectation for a
10.3% y/y increase. Energy costs expected to have had the highest annual
rise in October, at 41.9% from 40.7% in September. Food, alcohol and
tobacco prices also climbed in the same period, jumping 13.1% from 11.8%
in the previous month.

UK lending point to cooling economy

Lending to British consumers rose by less than expected in September and
the number of mortgages approved by British lenders eased back. The Bank
of England (BOE) reported that net unsecured consumer credit rose by
£745m in September, the smallest monthly increase since December 2021,
following a £1.2bn increase in August. Mortgage approvals totalled 66,789
last month, down from 74,422 in August

Japan output fell for the first time in four months

Japan's factory output fell in September for the first time in four months as
manufacturers took a hit from rising costs for raw materials and the global
economic slowdown. Japan's factory output fell 1.6% m/m in September
(August: +3.4% m/m) slightly more than the median market forecast for a
0.8% decline. While shipments also fell 2.4% m/m, inventories and
inventory ratio increased, albeit at a slower pace of 3.0% m/m and 5.1%
m/m respectively. In terms of output, industries that mainly contributed to
the decrease were motor vehicles, inorganic and organic chemicals as well
as production machinery. Moving forward, production is expected to
decrease in October before rebounding and increase in November.
Japanese retail sales rose 4.5% y/y in September, growing for a seventh
straight month and beating consensus estimate’s +4.1% y/y gain. On a m/m
basis, sales were up 0.8% m/m, a rebound from -0.1% m/m previously in
line with the opening of the economy. This is reflected in the consumption
pattern where sales of food and beverages as well as apparel and
accessories shot up by 6.6% m/m (August: -0.1% m/m) and +10.5% (August:
-0.4% y/y) respectively.

The Consumer Confidence Index edged down 0.9ppts to 29.9 in October, as
decline were seen across board. Overall livelihood fell 1.7 to 27.3, income
growth -0.1 to 35.3, employment -1.1 to 34.3 and willingness to buy
durable goods -0.7 to 22.5. In terms of price expectations a year ahead, the
percentage of a group who expect "Go up" in October rose 0.3ppts to
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94.3%.

Housing starts contracted 5.1% m/m to 856,692 in September, a significant
drop from +9.4% m/m the previous month. On a y/y basis, growth in starts
also decelerated to 1.0% y/y from +4.6% y/y.

Chinese manufacturing activity shrank in October

Chinese manufacturing activity unexpectedly shrank in October amid new
disruptions from COVID-related lockdowns and a slowdown in global
demand for exports from the country. The official purchasing managers
index (PMI) read at 49.2, missing expectations of 49.8 and also falling below
September’s reading of 50.1. China’s non-manufacturing PMI also
contracted in October, reading 48.7 for the month, substantially below
expectations of 50.1 and September’s reading of 50.6. This resulted in
China’s composite PMI, which gauges overall business activity in the
country, reading 49.0 for October, its first contraction since May.

Hong Kong GDP contracted 4.5% y/y

Hong Kong economy showed a surprisingly bigger 4.5% y/y contraction in
3Q (2Q: -1.3%), as the worsened external environment and continued
disruptions to cross-boundary land cargo flows dealt a serious blow to Hong
Kong's exports. Consensus had estimated the economy to improve slightly
to -0.8% y/y. On a g/q basis, real GDP fell by 2.6%, having increased by 1.0%
in the preceding quarter. Private consumption expenditure remained
virtually unchanged while exports of goods recorded a bigger decline of
15.5% y/y (2Q: -8.4% y/y).

Australia retail sales growth remained resilient at +0.6% m/m

Australian retail sales posted another solid increase of 0.6% m/m in
September. That was slightly below market forecasts of 0.5% m/m and left
sales up a huge 17.9% y/y when pandemic restrictions were still in place.
The month’s rise was again driven by food retailing, which rose 1.0% m/m
as well as cafes, restaurants, and takeaway food services which rose 1.3%
m/m. Clothing, footwear and personal accessory retailing had the largest
percentage rise, up 2.0% m/m. Many retailers remained open for the
National Day of Mourning, an additional one-off public holiday in
September, and this boosted spending on food, alcohol and dining out.
Total private sector credit in Australia was up 0.7% m/m in September,
slowing from 0.8% m/m in August. On a y/y basis, credit growth jumped
9.4%, accelerating from 9.3% previously. Housing credit rose 0.5% m/m
and 7.3% y/y, while personal credit was flat on month and up 0.1% vy/y.
Business credit jumped 1.3% m/m and gained 14.7% y/y.

Australia’s monthly inflation gauge from the Melbourne Institute of Applied
Economic and Social Research showed that inflation rate decelerated m/m
to +0.4% m/m (+0.5% m/m) but was up 5.2% vy/y, slightly higher than the
previous month’s 5.0% y/y.

Net financing growth moderated in Malaysia

Net financing grew by 5.6% y/y as at end-September (August: +6.1% y/y),
reflecting lower growth in both outstanding loans (+6.4% y/y vs August:
+6.8% y/y) and corporate bonds (+3.5% y/y vs August: +4.3% y/y). Growth
in outstanding household loans remained unchanged at 6.6% y/y, reflecting
steady growth across most purposes. For businesses, growth in outstanding
loans declined to 5.2% y/y (August: +6.8% y/y), partly due to a higher base
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effect. Asset quality in the banking system remained intact, with overall
gross and net impaired loans ratios remained broadly stable at 1.82% (Aug-
22: 1.84%) and 1.12% (Aug-22: 1.13%), respectively. Loan loss coverage
ratio (including regulatory reserves) remains at a prudent level of 115.2% of
impaired loans, with total provisions accounting for 1.8% of total loans.

House View and Forecasts

FX This Week 4Q-22 1Q-23 2Q-23 3Q-23
DXY 108-113 115.00 112.70 110.45 110.00
EUR/USD 0.98-1.03 0.95 0.97 0.98 0.98
GBP/USD 1.13-1.18 1.10 1.10 1.11 1.12
usD/JpY 140-148 147.00 146.00 145.00 144.00
AUD/USD 0.63-0.66 0.62 0.63 0.64 0.64
USD/MYR 4.63-4.74 4.68 4.64 4.62 4.60
USD/SGD 1.40-1.42 1.45 1.44 1.42 1.40
Rates, % Current 4Q-22 1Q-23 2Q-23 3Q-23
Fed 3.00-3.25 4.25-4.50 4.25-4.50 4.25-4.50 4.25-4.50
ECB 2.00 2.75 2.75 2.75 2.75
BOE 2.25 3.25 3.25 3.25 3.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 2.60 3.10 3.10 3.10 3.10
BNM 2.50 2.75 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next

Date Events Prior

1-Nov AU Corelogic House Px MoM (Oct) -1.40%
NZ Building Permits MoM (Sep) -1.60%
AU S&P Global Australia PMI Mfg (Oct F) 52.8
MA S&P Global Malaysia PMI Mfg (Oct) 49.1
VN S&P Global Vietnam PMI Mfg (Oct) 52.5
JN Jibun Bank Japan PMI Mfg (Oct F) 50.7
CH Caixin China PMI Mfg (Oct) 48.1
AU RBA Cash Rate Target 2.60%
HK Retail Sales Value YoY (Sep) -0.10%
UK S&P Global/CIPS UK Manufacturing PMI (Oct F) 45.8
US S&P Global US Manufacturing PMI (Oct F) 49.9
US JOLTS Job Openings (Sep) 10053k
US Construction Spending MoM (Sep) -0.70%
US ISM Manufacturing (Oct) 50.9 Hong Leong Bank Berhad

2-Nov NZ Corelogic House Prices YoY (Oct) 2.80%
NZ Average Hourly Earnings QoQ (3Q) 2.30% Fixed Income & Economic Research, Global
NZ Unemployment Rate (3Q) 3.30% Level 8, Hong LeongMicr)l\(;;rs’
AU Private Sector Houses MoM (Sep) 4.10% ’ AL P R
AU Home Loans Value MoM (Sep) -3.40% Bl PRERsaE
EC S&P Global Eurozone Manufacturing PMI (Oct F) 46.6 50490 Kuala Lumpur
US MBA Mortgage Applications -1.70% Tel: 603-2081 1221
US ADP Employment Change (Oct) 208k Fax: 603-2081 8936
S| Purchasing Managers Index (Oct) 49.9 HLMarkets@hlbb.hongleong.com.my

Source: Bloomberg
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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 favourable 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.




