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Global Markets Research

Daily Market Highlights

6 Dec: Selloffs in US equities and bonds

Surprised pick-up in ISM services fuelled continuous rate hike concern
DXY advanced above 105; CNH traded below 7.00
Commodity prices fell; oil lost over 3.0% while gold slipped 1.6%

e Stocks fell Monday as hotter-than-expected reading of November ISM Key Market Metrics
Services report further fuelled concerns that the Fed will continue hiking Level
interest rates in 2023. Dow Jones lost 1.4% d/d, while the S&P 500 and

did (%)

: ) i Equities
Nasdaq Composite slid by 2.0% d/d and 1.9% d/d respec.tlvely. of nqte, Tesla T 33,047.10  -1.40
shares shed about 7.0% on reports of an output cut at its Shanghai factory,
. o L S&P 500 3,998.84 -1.79
while VF Corp. shares plunged 11.4% d/d after cutting its outlook.
NASDAQ 11,239.94 -1.93
Shares in Asia also mostly rose on Monday as China relaxed virus testing rules  Stoxx Eur 600 441.47 -0.41
in some cities, signalling more easing may come in the nation, which has been  g1sE 100 7,567.54 0.15
under strict Covid-related restrictions for more than two years. Hang Seng i kei 225 27,820.40 0.15
rose 4.5% d/d leading gains in the region. CSI gained 2.0% d/d, while Nikkei 19 518.29 4.51
i . Hang Seng 018, .
225 was up +0.2% d/d. European markets bucked the positive trend, with c 3.267.54 026
Stock Eur 600 dipping 0.4% d/d. Straits Times e '
KLCI 30 1,471.56  -0.69
Bond yields pushed higher as equities fell, with the yield on the benchmark
10-year Treasury last trading up nearly 11bps at 3.59%. The yield for the 2-  gx
year also rose 13bps to 4.40%. Dollar Index 105.29  0.71
: . EUR/USD 1.0491  -0.42
The Dollar strengthened against the pound and the yen after the ISM-Services 1,219 073
data unexpectedly picked up, raising optimism that a recession could be GBP/USD ’ h
avoided in 2023 while also spurring speculation about how high rates will rise. ~ USD/JPY 13676 1.82
The Dollar Index ended the day up by 0.7% d/d at 105.29. The US dollar AuD/USD 0.6698  -1.35
climbed 1.8% d/d against the yen, 0.4% d/d against euro and 0.7% d/d against  ysp/cnH 6.9750  -0.66
sterling. China easing their COVID restriction on several cities also boosted USD/MYR 43685  -0.45
yuan below 7.00 vs the USD at 6.9750 at close. MYR strengthened a further . Qo ot
0.5% to 4.3685 while the SGD weakened 0.4% d/d against the greenback. eun ’ ’
Both gold and oil prices also pared their gains on the ISM-Services data. Oil Commadities
prices had climbed earlier in the day after China made further progress w1 ($/bbl) 76.93 -3.81
towards reopening the economy, sanctions on Russian crude kicked in while 5 . ($/bbl) 82.68 -3.38
OPEC+ decided to keep output steady over.the wegkend. WTI closed the day Gold ($/02) 1767.40 159
3.8% d/d lower, Brent also fell 3.4% d/d while gold inched down by 1.6% d/d. 839100 070
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CPO (RM/tonne)
Source: Bloomberg, HLBB Global Markets Research

PMI-Services growths have generally waned, contractions deepened in 2,522.50 -0.90

November, mixed outlook in the US

e In November, ISM services index surprisingly picked up 2.1ppts to 56.5,
against expectations for a pullback to 53.5, led by Business Activity Index
which surged 9ppts to 64.7. In contrast, the S&P Global Services PMI dipped
for a 2" straight month to 46.2 in November (Oct: 47.8), and marked its 5%
straight month of contraction. The fall in PMI was largely linked to lower new
orders and subdued client demand. The rate of contraction was the fastest
since August and among the sharpest on record (since October 2009).

3,991.50 -1.98




In the Eurozone, the S&P Global Services PMI signalled a fourth straight
month of falling output levels at 48.5 in November (Oct: 48.6), the fastest
decline since February 2021. The survey also noted that signs of inflation
having peaked.

UK PMI services was unchanged at 48.8 in November. Nevertheless, it should
be noted that there is reduction in new sales volumes for the third month in
a row amidst ongoing caution amongst businesses and belt-tightening
amongst households in the face of continued cost of living challenges.

The China Caixin services index dropped 1.7 points m/m to 46.7 in November
(Oct: 48.4), the lowest since May as Covid-19 outbreaks curtailed services
activity in many parts of China. As it is, expectations for future activity
recorded an eight-month low, and was significantly below its long-term
average. Entrepreneurs’ concerns stemmed from the direction in which the
pandemic was heading, and its impact on the market.

The au Jibun Bank Japan PMI services eased to 50.3 in November (Oct: 53.2).
The reading signalled a third consecutive expansion in output across the
Japanese service sector but one which was only marginal and the weakest in
the past 3 months. The upturn reportedly stemmed from an increase in order
book volumes.

In Singapore, the headline S&P Global Singapore PMI, a composite single
figured indicator of performance, eased from 57.7 in October to 56.2 in
November. The rate of growth, while slower than October, was amongst the
strongest on record. Moving forward, while firms were generally hopeful that
sales will continue to improve, the average level of optimism fell to a modest
one with recession risks, with higher GST impact on sales and COVID-19
implications reported to have negatively affected sentiment.

In Hong Kong, the headline seasonally adjusted Composite PMI remained in
negative territory for the third month at 48.7 in November (Oct: 49.3). The
two biggest PMI components, output and new orders, recorded steeper
contractions, affected by rising COVID-19 infections in November and a
worsening economic backdrop.

US factory orders accelerated more than expected

New orders for manufactured goods increased more than expected in
October amid strong gains in demand for machinery which could allay
concerns of a sharp slowdown in manufacturing. Factory orders jumped more
than expected by 1.0% m/m in October (Sept: +0.3% m/m). Orders shot up
12.8% y/y for the month.

The Commerce Department also reported that durable goods orders rose at
a faster pace of 1.1% m/m in October final print (Sept: +0.2% m/m). Orders
for non-defense capital goods, excluding aircraft, which are seen as a
measure of business spending plans on equipment, increased 0.6% m/m in
October (Sept: -0.7% m/m). Shipments of these so-called core capital goods,
which are used to calculate business equipment spending in GDP rose 1.5%
m/m (Sept: -0.1% m/m), upwardly revised from preliminary reading of +1.3%
m/m.

Euro Sentix rose to the highest since June; retail sales worse than expected
The Eurozone Sentix Investor Confidence index improved more than
expected to -21.0 in December (Nov: -30.9) with the expectations index
jumping to -22.0 from -32.3, hitting its highest since March 2022. Retail sales,
on the other hand, fell more than expected in October, contracting 1/8%
m/m (Sept: +0.8% m/m).

Australia inflation expectations surged to fresh record
According to Melbourne Institute of Applied Economic and Social Research,
Australia’s inflation expectation rose 5.9% y/y in November (Oct: +5.2% y/y),
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the fastest pace on record. The surge was driven mainly by rising prices in
private motoring as well as holiday travel and accommodation. Core inflation,
meanwhile, rose 5.6% y/y. RBA is set to meet today and we expect policy
makers will raise the cash rate by anther 25bps to 3.10%.

Japan household spent more despite lower real wage growth

Japan’s household spending rose for the second month, by a faster than
expected 1.2% y/y in October (Sept: +2.3% y/y) despite lower real wage
growth, a positive start for 4Q as it demonstrates resilience spending. A
separate report showed that real wages kept decreasing for the 7*" month
amidst higher inflation and falling the most since 2015. The 2.6% y/y real
decline (Sept: -1.2% y/y and consensus -2.2% y/y) and nominal gain of +1.8%
y/y (September: 2.2% y/y and consensus forecast: +2.0% y/y) fell short of BOJ
Governor Haruhiko Kuroda’s wage hopes. He has maintained that Japan
needs paycheck to grow by 3.0% y/y to get to the central bank’s 2% inflation
target rate.

Singapore retail sales growth moderated, but still strong at 10.4%

Singapore’s retail sales growth moderated, but remained strong at +10.4%
y/y in October (September: +11.3% y/y). Even excluding motor vehicles, retail
sales rose 14.3% y/y following the 16.9% vy/y increase in September.
Specifically, we noted that sales of computer and telecommunication

equipment decelerated sharply from +34.9% y/y to +0.6% y/y.

House View and Forecasts

FX This Week 4Q-22 1Q-23 2Q-23 3Q-23
DXY 102-105 100.00 98.00 96.04 96.04
EUR/USD 1.04-1.07 1.08 1.10 1.11 1.11
GBP/USD 1.21-1.25 1.25 1.26 1.27 1.27
usD/JPY 133-138 133 130 128 128
AUD/USD 0.67-0.69 0.69 0.70 0.72 0.72
USD/MYR 4.35-4.45 4.36 4.31 4.28 4.28
USD/SGD 1.34-1.36 1.33 1.32 1.30 1.30
Rates, % Current 4Q-22 1Q-23 2Q-23 3Q-23
Fed 3.75-4.00 4.25-4.50 5.25-5.50 5.25-5.50 5.25-5.50
ECB 2.00 2.75 2.75 2.75 2.75
BOE 3.00 3.25 3.25 3.25 3.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 2.85 3.10 3.10 3.10 3.10
BNM 2.75 2.75 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next

Date Events Prior
6-Dec AU RBA Cash Rate Target 2.85%

UK S&P Global/CIPS UK Construction PMI (Nov) 53.2

US Trade Balance (Oct) -$73.3b
7-Dec AU GDP SA QoQ (3Q) 0.90%

JN Leading Index CI (Oct P) 97.5

EC GDP SA QoQ (3Q F) 0.20%

US MBA Mortgage Applications -0.80%

US Unit Labor Costs (3Q F) 3.50%

CH Foreign Reserves (Nov) $3052.43b

CH Exports YoY (Nov) -0.30%

CH Imports YoY (Nov) -0.70%

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.




