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Daily Market Highlights

08 Sep: Selloffs in equities and bonds took a breather

US equities and bonds rebounded; retreat in oil prices soothed inflation concerns
2Q GDP readings in the EU and Australia showed economic resiliency
BOC hiked at a more modest pace of 75bps; ECB and BNM in focus today

e The US equity and bond markets rebounded, as lower oil prices dampened Key Market Metrics
inflation fear and rate hike expectations. The three major benchmark stock

indices jumped 1.4-2.1% d/d. The Dow rose 1.4% while the tech-heavy Level did (%)
NASDAQ rallied 2.1%. European and Asian stocks were largely sold off earlier  Equities
amid risk aversion and fear over continued aggressive policy tightening. Do Jonas 31,581.28  1.40
S&P 500 3,979.87 1.83
¢ Global bonds rebounded from recent selloffs along with stocks amid further
slides in oil and gas futures, pushing yields sizeably lower in the US and MRS oy 214
Europe. 10Y UST yields fell 9bps to 3.26% while the 2s shed 7bps to 3.43%.  Stoxx Eur 600 e
Yields retreated 5-11bps in Europe and was relatively flat in Asia. FTSE 100 7,237.83  -0.86
Nikkei 225 27,430.30 -0.71
e The Dollar Index retreated and closed below the 110s, at 109.54 (-0.65%). Hang Seng 19,044.30  -0.83
The greer?back weakened a}galnst all G10s gxcept JPY. 'EUR led gainers with Srefiis T 3.210.83  -0.41
a 1.0% gain back above parity at 1.0006, while the sterling bounced off a 37-
KLCI 30 1,491.35 0.21

year low to end at 1.1533 (+0.1%). Aussie’s 0.5% gain was also supported by
acceleration in 2Q GDP growth while the CAD saw modest 0.2% increase
amid less aggressive rate hike path by the Bank of Canada. Bank of Canada  EX

slowed the pace of rate increase to 75bps at yesterday’s meeting, after  DollarIndex 109.54  -0.65
hiking 100bps in July, citing stickiness in core inflation and tight labour EUR/USD 1.0006 1.03
market. GBP/USD 14533 0.11
e Asian currencies remained under pressure, led by further losses in KRW (- By 143.74 0.6
0.9%) and JPY (-0.7%). CNY continued to see modest losses (-0.2%) but SGD ~ AUD/USD 0.6763  0.50
regained lost ground, strengthening 0.2% against the USD to 1.4042. MYR  USD/CNH 6.9591  -0.16
losses extended into a fifth straight day, falling by a further 0.1% to 4.5020, = usp/MYR 4.5020 0.09
breaking above the 4.50 critical resistance as expected. USD/SGD 1.4042  -0.16

e  Qil plunged amid renewed demand concerns as growth risks mount. Brent

crude fell 5.5% to $87.71/ barrel (4-month low), while the WTI plummeted eieelilee

6.1% to $81.66/ barrel (7-month low). WTI ($/bbl) 81.66  -6.09
Brent (S/bbl) 87.7 -5.54
Mixed signals from the Fed Beige Book; mortgage applications fell; trade  Gold ($/02) 1,720.00 1.00
deficit narrowed: o _ . Copper ($8/MT) 7,622.50  -0.57
e US MBA Mortgage Applications continued to fall for the 4t straight week, .

i - Aluminum($/MT) 2,241.00  -0.86

albeit at a slower rate of 0.8% w/w for the week ended 2-Sep (prior: -3.7%).
CPO (RM/tonne) 3,844.50 -1.32

Both purchases (-0.7%) and refinancing (-1.1%) continued to decline amid
higher mortgage rates, confirming a softening US housing market as interest
rates continued inching higher. The 30Y contract rate climbed further to a
14-year high of 5.94%, up from 5.80% a week ago and 3.03% a year ago.

e Trade deficit narrowed for the 4™ straight month to $70.6bn in July (Jun: -
$80.9bn), its lowest in nine months, as a result of higher exports (+0.2%
m/m) and lower imports (-2.9% m/m). While the fall in imports led by
consumer items and industrial materials suggests softer demand, the
smaller trade deficit augurs well with 3Q GDP.

Source: Bloomberg, HLBB Global Markets Research




The latest Fed Beige Book indicates economic activity was “unchanged on
balance” since early July, with five districts reporting slight to modest growth
in activity while five others reporting slight to modest softening. The report
also suggests some modest moderation in inflation, and that outlook is
softening in the next 6-12 months, implying the Fed would be caught in a
tight position weighing between a 50-75bps hike at the upcoming meeting.

Eurozone final GDP prints pointed to sustained growth momentum in 2Q:
Final print of 2Q GDP came in at 0.8% q/q and 4.1% y/y, beating the flash
estimates of 0.6% q/q and 3.9% y/y. This marked an acceleration from the
0.7% q/q expansion in 1Q although growth moderated from 5.4% on a y/y
basis. Growth was driven by improvement in household consumption (+1.3%
vs 0.0%), government spending (+0.6% vs +0.2%), and investment (+0.9% vs
-0.8%). Exports also saw sustained growth of 1.3% q/q (1Q: +1.2%) but was
negated by the 1.8% q/q gain in imports (1Q: -0.2%). This positive GDP print
is expected to raise the odds of a 75bps hike by the ECB today.

China’s weaker than expected exports indicates recovery is losing steam:
Exports grew at a much slower pace of 7.1% y/y in August, down from the
18.0% y/y increase in July and almost half the expected pace of 13.0%.
Imports growth also came to a near halt (+0.3% vs +2.3% y/y), adding to
concerns of slowing domestic demand and exports going forward. China is
bracing for more challenging times ahead as the country battles external
headwinds as well as continued localised Covid lockdown, the latest in
Chengdu. This implies the need for more stimulus measures in the near term
as China strives to contain the fallout and sustain the economy.

Pick-up in Australia 2Q GDP supports case for further rate hike:

The Australian economy picked up some steam in 2Q, expanding 0.9% q/q
and 3.6% y/y (1Q: +0.7% q/q and +3.3% y/y). Growth was underpinned by
sustained 2.2% q/q increase in household spending following borders
reopening and rebound in exports (+5.5% vs -0.8% q/q), which helped offset
the decline in investment and inventories.

Economic resiliency shall support the case for further rate hikes by RBA to
rein in inflation but the pace of hike may be more moderate going forward
as consumption growth will likely taper off going forward dampened by
elevated inflation and the cumulative 225bps rate hike, on top of the
pullback in savings rate to pre-pandemic low levels (8.7% in 2Q22 vs 9.7% in
1Q20).

Malaysia foreign reserves dipped again but remained sufficient:

Foreign reserves pulled back again, to $108.2bn as at 30-August (15 Aug:
$110.9bn). The reserves position is sufficient to finance 5.4 months of
imports and is 1.1x the short term external debt.

House View and Forecasts

FX This Week 3Q-22 4Q-22 1Q-23 2Q-23
DXY 107-110 106.00 105.00 103.00 102.00
EUR/USD 0.98-1.00 1.02 1.03 1.05 1.04
GBP/USD 1.14-1.17 1.21 1.22 1.24 1.23
USD/JPY 137-141 138.00 135.00 133.00 132.00
AUD/USD 0.66-0.69 0.67 0.69 0.70 0.70
USD/MYR 4.46-4.50 4.42 4.40 4.38 4.35
USD/SGD 1.39-1.41 1.40 1.38 1.37 1.36
Rates, % Current 3Q-22 4Q-22 1Q-23 2Q-23
Fed 2.25-2.50 2.75-3.00 3.25-3.50 3.25-3.50 3.25-3.50
ECB -0.50 0.75 1.75 2.25 2.75
BOE 1.75 2.25 3.25 3.25 3.25
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BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 1.85 2.35 3.10 3.10 3.10
BNM 2.25 2.50 2.75 2.75 2.75

Source: HLBB Global Markets Research
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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.
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