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Global Markets Research

Daily Market Highlights

4 Oct: Weak ISM pared rate hike expectations

US stocks and bonds rebounded; DXY fell below the 112 handle
Weaker than expected ISM manufacturing dented prospect of aggressive rate hike

All eyes on RBA meeting today followed by RBNZ tomorrow

e US stocks staged a hefty rebound overnight as weaker than expected ISM  Key Market Metrics
manufacturing data reduced the urgency for aggressive Fed rate hikes

despite Credit Suisse’s turmoil. The three benchmark US stock indices rallied ) L)
by more than 2.0% d/d. The S&P 500 rose 2.6% with 95% of shares flashing Equities
green and Apple contributing the most to the gains. The tech-heavy NASDAQ ~ Dow Jones 29,490.89 2.66
gained 2.3% while the Dow jumped 2.7%. Stocks also ended higher in Europe ~ S&P 500 3,678.43  2.59
but was mixed in Asia. Futures point to higher openings in Asia market this ~ NASDAQ 10,815.43  2.27
morning trailing the overnight rebound in market sentiments. Stoxx Eur 600 390.83 0.77
FTSE 100 6,908.76 0.22
e Global bonds rebounded as well by and large, with double-digit spike in  Nikkei 225 26,781.45 2.16
yields. US treasury yields surged across the curve with the 2-year yield Hang Seng 17,079.51  -0.83
plummeting 17bps to 4.12%. The 10 year note yield sank to 3.64% (-19bps)  giaits Times 3,107.09  -0.74
after topping 4.00% recently. KLCI 30 1,397.62  0.21
e The Dollar Index went through a day of choppy trade before ending the day =
lower at 111.66, slipping 0.45% d/d. The USD weakened against all G10s
. Dollar Index 111.66 -0.45
except the CHF. NOK and commodities advanced the most by between 1.5-
2.2%. The EUR gained 0.2% while the sterling strengthened 1.4%. FURLED 0.9826 024
GBP/USD 1.1323 1.37
e Asian currencies traded mixed, with gains in the CNH (+0.5%) and SGD S/ 14455 013
(+0.2%). THB fell the most by 1.1%, followed by the INR and PHP. The MYR ALbLED 0.6516 1.81
ended weaker at 4.6485 against the USD, a tad below its intraday high of USD/CNH 7'1046r Ak
4.6512. BNM Governor has earlier said that there was no need to hoard or ~ USD/MYR 4.6483" -0.06
front load US Dollar purchases as the current depreciation of the currency is ~ USD/SGD 14318 -0.24
due to the strength of the US Dollar.
Commodities
e  Crude oil prices rebounded as headlines on OPEC+ output cut raised supply ~ WTI ($/bbl) 83.34 4.51
concerns. Brent crude rose 0.9% to $88.70/ barrel while the WTI jumped  Brent ($/bbl) 88.70  0.91
4.5% d/d to $83.34/ barrel. Gold soared the most since March, gaining2.9%  Gold ($/02) 1,708.60 2.90
to $1708,60, after climbing over 1.0% last week. Copper ($$/MT) 7,503.50 0.18
Aluminum(S$S/MT) 2,227.00 3.97
Weaker PMIs manufacturing overall a sign of slowing demand: CPO (RM/tonne) 3,350.50 1.25

e The U.S. ISM manufacturing index softened more than expected to 50.9 in
September (Aug: 52.8), marking its slowest pace of expansion since May-20.  Source: Bloomberg, HLBB Global Markets Research
What caught our attention was the surprised contraction in new orders (47.1
vs 51.3) and employment (48.7 vs 54.2), suggesting a sharp weakening in
manufacturing activities, probably as companies adjust to potential future
lower demand. On the contrary, the S&P global PMI manufacturing index
showed a 52.0 print in the final September reading, marking a slightly bigger
pick-up from the initial estimate of 51.8 (Aug: 51.5).




The Eurozone manufacturing sector fell deeper in contraction at 48.4 in
September (Aug: 49.6), a 27-month low. The 5th straight month of
contraction in new orders implied broad weakening of demand prospects.
UK PMI manufacturing also printed 48.4 in September, but this marked an
uptick from the 27-monht low of 47.3 in August. The back-to-back
contraction spells further downside risk to the UK economy ahead.
Similarly, Japan's Jibun Bank Manufacturing PMI came under pressure as
downturns in output and new orders accelerated as high inflation eroded
client purchasing power. The index fell to 50.8 in September from 51 5
previously.

In Australia, sharper output and new order growth was offset by a dip in
business sentiment to the lowest since April 2020. The index slipped to 53.5
in September from 53.8 in August. Meanwhile, inflationary pressures
softened as input and output cost inflation dipped to 19- and 8-month lows.
In Malaysia, new orders moderated for the first time in 6 months, as demand
showed signs of waning. The PMI moved back to below 50.0 at 49.1 (Aug:
50.3). On a positive note, firms expanded their staffing levels by the greatest
extent in almost 3.5 years.

On the other hand, output growth in Vietnam remained resilient at 52.5 in
September, only a small pullback from August’s 52.7, as operating conditions
strengthened for the past 12 months. Inflationary pressures were muted
while stocks of purchases and finished goods increased.

Singapore reported its first contraction in the manufacturing PMI for the first
time in 26 months. The index dipped 0.1 points to 49.9 in September amidst
faster contraction in the key indexes of new orders, new exports, factory
output, and a contraction in the employment index. The Electronics Sector
PMI declined further by 0.2 point from the previous month to 49.4.

Extended decline in US construction spending points to weakness in
housing:

US construction spending fell for the second straight month in August,
declining by 0.7% m/m to USS$1,781.3bn, extending the 0.6% m/m decline in
July. Both spending on private and public construction fell for the month,
declining by 0.6% m/m and 0.8% m/m respectively. Private residential
construction, specifically was down 0.9% m/m while nonresidential
construction was down 0.1% m/m.

Japan Tankan survey turned in less upbeat; Tokyo CPI eased but core CPI
headed up:

Japan's manufacturers were less upbeat in 3Q of the year, with the Tankan
survey for the biggest manufacturers slipping to 8 from 9 previously. The
decline was left by the oil and coal as well as non ferrous metal sectors, while
sentiment amongst service sector and construction companies improved.
The survey also pointed to further strengthening of capital spending.

Tokyo CPI moderated a tad to 2.8% y/y in September as expected (Aug:
+2.9%), but core CPI ex=fresh food and energy edged up more than expected
to 1.7% y/y (Aug: +1.4%), in line with our recent observation and concern
that underlying inflation remains prevalent and is broadening despite the
easing in headline inflation.

House View and Forecasts

FX

This Week 3Q-22 4Q-22 1Q-23 2Q-23

DXY 110-115 106.00 105.00 103.00 102.00
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EUR/USD 0.95-1.00 1.02 1.03 1.05 1.04
GBP/USD 1.00-1.03 1.21 1.22 1.24 1.23
usD/JPY 143-148 138.00 135.00 133.00 132.00
AUD/USD 0.63-0.67 0.67 0.69 0.70 0.70
USD/MYR 4.62-4.68 4.42 4.40 4.38 4.35
USD/SGD 1.42-1.45 1.40 1.38 1.37 1.36
Rates, % Current 3Q-22 4Q-22 1Q-23 2Q-23
Fed 3.00-3.25 3.00-3.25 4.25-4.50 4.25-4.50 4.25-4.50
ECB 1.25 1.25 2.75 2.75 2.75
BOE 2.25 2.25 3.25 3.25 3.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 2.35 2.35 3.10 3.10 3.10
BNM 2.50 2.50 2.50 2.75 2.75
Source: HLBB Global Markets Research
Up Next
Date Events Prior
04/10 AU Building Approvals MoM (Aug) -17.20%
AU RBA Cash Rate Target 2.35%
EC PPI MoM (Aug) 4.00%
US Factory Orders (Aug) -1.00%
US JOLTS Job Openings (Aug) 11239k
05/10 AU S&P Global Australia PMI Services (Sep F) 50.4
JN Jibun Bank Japan PMl Services (Sep F) 51.9
SI S&P Global Singapore PMI (Sep) 56
NZ RBNZ Official Cash Rate 3.00%
Sl Retail Sales YoY (Aug) 13.70%
EC S&P Global Eurozone Services PMI (Sep F) 48.9
UK S&P Global/CIPS UK Services PMI (Sep F) 49.2
US MBA Mortgage Applications -3.70%
US ADP Employment Change (Sep) 132k
US Trade Balance (Aug) -$70.7b
US S&P Global US Services PMI (Sep F) 49.2
US ISM Services Index (Sep) 56.9

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.




