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2 Nov: US Stocks under pressure ahead of FOMC meeting

UST yields slipped while the DXY held steady at the 111 handle
RBA hiked 25bps but not as dovish as expected
October PMI point to a weak start to 4Q

Stocks dipped as traders assessed better-than-expected economic data and

Key Market Metrics

prepared for another likely rate hike from the Federal Reserve. The Dow Level did (%)
Jones Industrial Average dipped 0.2%, while the S&P 500 slid 0.4% d/d.  Equities
Nasdaq Composite shed 0.9% d/d. Some losses were mitigated as a better-  pow Jones 32,653.20  -0.24
than-feared earnings season continued with a strong report from Pfizerand  ¢gp 5 3,856.10 -0.41
Uber. The pan-European Stoxx 600 index closed up 0.6% d/d, while Hang NASDAQ 10,890.85  -0.89
Seng led gains in the Asia-Pacific at +5.2% d/d after unconfirmed reports of S 114.61 0.58
reopening talks taking place in China. ETSE 100 7186.16 1.29
¢ Benchmark 10-year Treasury yields also slipped on speculation that the Fed Nikkei 225 ARIEE
might signal a slower pace of policy tightening this week, even as it is Hang>sens 1548627 5.23
expected to raise interest rates by another 75bps. The benchmark 10-year  Straits Times ey e
Treasury note yield dipped about 1bps to 4.04%. The 2-year rate traded more ~ KLCI 30 144592 -0.99
than 6bps to 4.55%.
EX
e The dollar ended mixed but relatively stable against major currencies. The  pollarindex 111.48  -0.04
Dollar Index was flat at 111.48, gaining 0.1% d/d against the EUR and AUD EUR/USD 0.9877 -0.05
but weakening 0.1% against the sterling. The MYR weakened 0.2% against  g50/,cp 11484 013
the USD, but remained within recent ranges of 4.70-4.75 ahead of BNM OPR USD/IPY 148.27  -0.30
decision tomorrow where we are expecting a 25bps hike. TR 06395  -0.06
e Gold settled the day 0.6% d/d higher as the U.S. dollar and bond vyields USD/CNH 7308 038
slipped from session highs, with the focus turning to a key Federal Reserve LR 4.7362 0.20
announcement for cues on whether it would scale back or retain its USD/SGD R e
aggressive stance on interest rates hikes. Oil prices recouped losses from
the previous session, on optimism that China, the world’s second-largest oil ~Commodities
consumer, could reopen from strict COVID curbs. The West Texas  WTI ($/bbl) 88.37 213
Intermediate rose 2.1% d/d but the Brent was marginally lower at 0.2% d/d.  Brent ($/bbl) 94.65  -0.19
Gold ($/0z) 1,649.70 0.55
RBA raised rates by 25bps to 2.85% Copper ($$/MT) 7,450.00  -1.32
e As expected, the Reser\ze Ban.k of Australia (RBA) increased the c.ash rate Aluminum($/MT) 2,220.00 0.38
target by 25bps to 2.85%. In its statement, the Board expects to increase e 3,963.00 0.18

interest rates further over the period ahead. It is closely monitoring the
global economy, household spending and wage and price-setting behaviour.
The size and timing of future interest rate increases will continue to be
determined by the incoming data and the Board’s assessment of the outlook
for inflation and the labour market. Specifically, the Board highlighted that
the 7.3% inflation in September is too high and that medium-term inflation
expectations remain well anchored. The Bank’s central forecast is for CPI
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inflation to be around 4.75% over 2023 and a little above 3.0% over 2024.
We maintain our view for another 25bps increase in the next policy meeting
in December.

National property prices have fallen for the sixth month in a row as higher
interest rates make the cost of borrowing more expensive. Corelogic says
national home prices fell 1.2% m/m and 0.9% y/y in October. The median
home price now stood at $721,018.

Manufacturing weakened, but job openings and construction spending
rebounded

According to the ISM, the October Manufacturing PMI stood at 50.2, down
0.7ppts m/m and the lowest since May 2020 but was slightly above
consensus estimate’s 50.0. Details showed softening new order rates over
the previous five months, showing that companies are preparing for
potential future lower demand. As it is, the New Orders Index remained in
contraction territory at 49.2.

On the last business day of September, the number of job openings
increased to 10.7m, partially offsetting a sharp decline in August. The total
eclipsed August’s upwardly revised level by nearly half a million and
consensus forecast of 9.8m. The largest increases in job openings were in
accommodation and food services, health care and social assistance and
transportation, warehousing, and utilities. The number of hires edged down
to 6.1m, while total separations decreased to 5.7m. Within separations, quits
(4.1m) changed little and layoffs and discharges (1.3m) edged down.
September’s data indicates that there are 1.9 job openings for every
available worker.

U.S. construction spending unexpectedly rebounded 0.2% m/m in
September, amid a surge in investment in nonresidential structures that
offset a further decline in outlays on single-family homebuilding. This is
compared to August reading as well as consensus estimate’s -0.6% m/m.
Spending on private construction projects rose 0.4% m/m after dropping
0.7% in August. But investment in residential construction was unchanged.

S&P PMI readings suggest weakening manufacturing sector at the start of 4Q

The S&P Global US Manufacturing PMI weakened to 50.4 in October (Sept:
52.0), but up from the earlier released 'flash' estimate of 49.9. This PMI data
signalled a subdued start to 4Q, as US manufacturers recorded a renewed
and solid drop in new orders. Domestic and foreign demand weakened due
to greater hesitancy among clients as prices rose further amid dollar
strength. As such, efforts to clear backlogs of work, rather than new order
inflows, drove the latest upturn in production

The UK manufacturing sector started the final quarter on a weak footing too.
The Manufacturing PMI fell to a 29-month low of 46.2 in October.
Specifically, new order intakes decline at the fastest pace since May 2020.
The latest contraction was due to the weaker domestic market, already high
stock levels at clients, subdued client confidence and inflationary pressures.
Over in Japan, the Jibun Bank PMI fell to 50.7 in October, down from 50.8 in
September signalling some weakening in the health of Japan's
manufacturing sector. The latest headline figure was the lowest reading in
21 months. The Japanese manufacturing sector continued to register falling
new orders and output in October. The rates of decline, nevertheless, has
eased since September and employment continued to rise.
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In China, the Caixin PMI stood at 49.2 in October, up from 48.1 in September
and slightly above expectations of 48.5. As it is, the current domestic and
international environment remained complicated and tough, and
unfavourable factors affecting economic development have increased. In
particular, the spread of the coronavirus in many regions significantly
restricts both supply and demand.

Vietnam Manufacturing PMI also dropped to 50.6 in October from 52.5 in
September. October PMI data provides us with the first signs that weakness
in the global economy is starting to impact on growth at Vietnamese
manufacturers, with both new orders and exports increasing at the weakest
rates in 13 months. Worries around demand conditions also hit business
confidence.

For Malaysia, PMI slipped from 49.1 in September to 48.7 in October,
indicative of a slight moderation in the health of the manufacturing sector
and slower growth momentum in 4Q.

New Zealand new dwelling sales rebounded

The total number of building permits issued in New Zealand rebounded to
grow by 3.8% m/m in September following the 1.6% m/m decline in August.
On ay/y basis, building permits jumped 7.0% y/y. For 3Q, new dwelling rose
1.7% y/y after slipping 3.8% in the previous three months.

Hong Kong sales nudged up 0.2% as quarantine rules eased

Hong Kong’s retail sales nudged up in September helped by improved
tourism from eased pandemic restrictions, but officials warned that
tightened financial conditions will pose a challenge for the outlook. Retail
sales rose 0.2% y/y, a rebound from -0.2% y/y previously. Just a recap, the
city scrapped a hotel quarantine requirement for all incoming visitors in
September.

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 145-150 147.00 146.00 145.00 144.00
AUD/USD 0.63-0.66 0.62 0.63 0.64 0.64
USD/MYR 4.70-4.75 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
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Up Next
Date Events Prior
2-Nov NZ Corelogic House Prices YoY (Oct) 2.80%
NZ Average Hourly Earnings QoQ (3Q) 2.30%
NZ Unemployment Rate (3Q) 3.30%
AU Private Sector Houses MoM (Sep) 4.10%
AU Home Loans Value MoM (Sep) -3.40%
EC S&P Global Eurozone Manufacturing PMI (Oct F) 46.6
US MBA Mortgage Applications -1.70%
US ADP Employment Change (Oct) 208k
S| Purchasing Managers Index (Oct) 49.9
3-Nov US FOMC Rate Decision (Lower Bound) 3.00%
US FOMC Rate Decision (Upper Bound) 3.25%
AU S&P Global Australia PMI Composite (Oct F) 49.6
HK S&P Global Hong Kong PMI (Oct) 48
S| S&P Global Singapore PMI (Oct) 57.5
AU Exports MoM (Sep) 3%
CH Caixin China PMI Composite (Oct) 48.5
MA BNM Overnight Policy Rate 2.50%
UK S&P Global/CIPS UK Composite PMI (Oct F) 47.2
EC Unemployment Rate (Sep) 6.60%
UK Bank of England Bank Rate (37926) 2.25%
US Trade Balance (Sep) -$67.4b
US Nonfarm Productivity (3Q P) -4.10%
US Unit Labor Costs (3Q P) 10.20%
US Initial Jobless Claims 217k
US Continuing Claims 1438k
US S&P Global US Services PMI (Oct F) 46.6
US S&P Global US Composite PMI (Oct F) 47.3
US Durable Goods Orders (Sep F) 0.40%
US ISM Services Index (Oct) 56.7

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.




