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Daily Market Highlights

6 Oct: Renewed selloffs in stocks and bonds

Risk-off sentiments amid mounting growth and inflation uncertainties
OPEC+ production cut spurred gains in oil prices; hence inflationary risks
RBNZ raised official cash rates by 50bps; guiding 50-75bps hikes ahead

e U.S. stocks failed to hold on to the sharp gains from the last two days with ~ Key Market Metrics

the Dow Jones Industrial Average declining 0.1% d/d to 30,273.87. Earlier in Level did (%)
the day, it was down as much as 429.88 points but rebounded on fresh  Equities
economic insights into positive ISM-service and employment numbers. The  pow Janes 30,273.87  -0.14
S&P 500 lost 0.2% and the Nasdaq Composite slid 0.3%. The European  ¢gp 500 3,783.28  -0.20
market closed lower with Stoxx 600 and FTSE down 1.0% d/d and 0.5% d/d  \aspaq 11,14864  -0.25
respectively. This followed September’s Eurozone PMI reading, which Stoxx Eur 600 30891  -1.02
cemented fears of a recession and was led by losses in retail stocks. s 7.05262  -048
Nikkei 225 27,120.53 0.48
e USTreasury yields rose as solid service numbers intensified selling pressure.
Hang Seng 18,087.97  5.90

The 10-year treasury rose by around 12bps to 3.75%, while the policy-

sensitive 2-year Treasury climbed 6bps to 4.15%. Ahead of this data, bearish ~ Straits Times 31082 046
sentiment was dictated by sharp rise in the UK and European bond yields, ~ KLCl 30 142085 0.79
the former gaining 16bps to 4.02%.
EX
e Amidst the positive services data, the Dollar Index gained 1.0% d/d to  Dollarindex m21 1.04
111.21. The GBP dipped to a low of $1.1303 following PM Truss’s speech  EUR/USD 0.9884  -1.02
who doubled down on her market-roiling tax-cutting agenda but rebounded  GBP/USD 1.1326  -1.31
to close at 1.1326 (-1.3% d/d). The EUR also weakened 1.0% d/d to 0.9884. USD/JPY 14464  0.35
AUD/USD 0.6488 -0.20
*  Major Asian currencies, on the hand mostly strengthened against the USD,  ;sp /e 7.0684  0.38
except CNH (-0.4%) and SGD (-0.2%). Specifically, Singapore is due to release USD/MYR 463107 -0.06
its preliminary 3Q GDP numbers next week and we also expect another YD 1.4262 0.22
round of tightening by the MAS as inflation stayed elevated. On the
domestic front, the MYR eked out a marginal gain of 0.06% d/d to 4.6310.
All eyes will be on the announcement of the impending 2023 Budget on Commodities
Friday. WTI ($/bbl) 87.76 1.43
Brent (S/bbl) 93.37 1.71
e In attempt to shore up prices, OPEC+ decided to reduce production by 2 Gold (5/0z) 171140  -0.56
million barrels per day from November. This sent the Brent and WTI to  Copper ($5/MT) 7,678.50  -0.50
US$93.37/barrel (+1.7%) and USS87.76/barrel (+1.4%) respectively. Gold  Aluminum($/MT) 2,352.00  0.17
prices edged down slightly by 0.6%d/d to US$1,711.40/0z. CPO (RM/tonne) 3,451.00 2.31

Source: Bloomberg, HLBB Global Markets Research
US Job growth picked up, mortgage applications fall to the lowest since
1997:
e According to the ADP Employment Report, businesses created 208k jobs in
September, up from a revised 185k in August, as schools reopened and
pandemic concerns receded. While job growth is stable, it remains below
the recent three-month average. Job changers, who have been notching
double-digit y/y gains since the summer of 2021, lost momentum for the




month, with growth in annual pay decelerating slightly to 15.7% from 16.2%
previously.

US trade deficit narrowed to US$67.4bn in August, down US$3.1bn m/m, led
by decrease in the goods deficit of US$3.4bn to US$87.6bn, while the surplus
in the services sector narrowed to US$20.2bn (-USS0.4bn). Exports
registered a decline of 0.3% m/m, while imports fell 1.1% m/m.

The highest mortgage rates in more than 20 years coincided with one of the
deadliest hurricanes on record in the United States, both contributing to a
steep drop in mortgage demand. According to the Mortgage Bankers
Association’s seasonally adjusted index, total mortgage application fell
14.2% w/w to the lowest level since 1997. The average contract interest rate
for 30-year fixed-rate mortgages increased to 6.75% from 6.52%.

Services sector generally strong except for Europe:

The US ISM-Services remained solid at 56.7 in September, although slightly
lower by 0.2ppts m/m. The pullback was due to decreases in business
activity and new orders, while employment improved and supplier deliveries
slowed at a slightly slower rate. According to the survey respondent, there
have been improvements regarding supply chain efficiency, operating
capacity and materials availability; however, performance remains less than
ideal. Employment continued to improve despite the restricted labour
market. This contrasted to the S&P Global Services PMI which rose to 49.3
in September, up from 43.7 in August, and broadly in line with the earlier
released flash estimate of 49.2.

The S&P Global Eurozone Services PMI Business Activity Index fell to its
lowest since February 2021 at 48.8 in September (49.8 in August). Weak
demand conditions were underscored by a renewed reduction in backlogs
of work. Latest survey data signalled the first drop in outstanding business
volumes since March 2021. On a positive note, employment levels
continued to rise.

S&P Global/CIPS UK Services PMI moderated to a neutral level of 50.0 in
September (Aug 50.9), signalled unchanged levels of output across the
service economy. The data pointed to a loss of momentum for the services
sector after 18 months of expansion. Shrinking client demand was widely
attributed to pressure on household budgets from escalating inflation,
alongside widespread pessimism about the economic outlook. Business
expectations for the year ahead dropped to the lowest since May 2020.
The S&P Global Singapore PMI rose to the strongest in record at 57.5 in
September as the recent easing in COVID-19 related restrictions supported
firmer demand conditions, firms enjoyed record growth in new orders and
a marked expansion in output. On a more negative note, the rate of input
cost inflation sharpened led by rates of staff cost and purchase price
inflation.

The Jibun Bank Japan Services Business Activity Index rose to 52.2 in
September, the quickest expansion in service sector output since June.
Going forward, the announcement that restrictions on foreign tourism will
be lifted from October should also help support greater economic activity,
while the improved business confidence to a 3-month high should enable a
sustained recovery.

The S&P Global Australia Services PMI, meanwhile, ticked slightly higher to
50.6 in September, up from 50.2 in August. The rise in business activity was
largely attributed to firmer market conditions as well as total new business.
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New Zealand raised official cash rates by 50bps to 3.50%:

As expected, the Reserve Bank of New Zealand increased the Official Cash
Rate (OCR) by 50bps to 3.50% as committee members are confident there is
sufficient restraint on spending to bring inflation back within its 1-3% per
annum target range. The central bank reiterated that the economy is still
constrained by labour shortages and heightened wage pressures, signalling
the case for further rate hike.

Singapore retail sales remained strong:

On a y/y basis, Singapore retail sales remained strong with double digit
growth of +13.7% (+14.9% in June 2022). The increase was partly attributed
to larger growth in Wearing Apparel & Footwear, Food & Alcohol,
Department Stores and Watches & Jewellery. Of this, online retail sales
made up an estimated 12.7% of sales.

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
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/JpPY 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
06/10 HK S&P Global Hong Kong PMI (Sep) 51.2

AU Exports MoM (Aug) -10%

EC Retail Sales MoM (Aug) 0.30%

US Initial Jobless Claims (37165) -
07/10 JN Household Spending YoY (Aug) 3.40%

JN Leading Index CI (Aug P) 98.9

JN Coincident Index (Aug P) 100.1

MA Foreign Reserves (11202) $106.3b

US Change in Nonfarm Payrolls (Sep) 315k

US Unemployment Rate (Sep) 3.70%

US Average Hourly Earnings MoM (Sep) 0.30%
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.




