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Global Markets Research

Daily Market Highlights

11 Oct: Global equities fell led by tech stocks

Bonds rout continued pushing yields higher, DXY advanced on haven appeal
US’s new sweeping rules on chips exports to China sent chills to markets
Expect risk-off mood today amid signs of escalating geopolitical tensions

e US stocks wavered amid ongoing worries about Fed rate increases, and Key Market Metrics

Russia-Ukraine tension, while chip stocks fell on new export rules on

semiconductors and chip-manufacturing equipment by the US on China. ] L)

Dow Jones lost 0.3%, S&P 500 slipped 0.8% and NASDAQ dropped 1.0% d/d. ~ Eauities

Investors also remained cautious ahead of 3Q earnings, with PepsicCO, Delta ~ Dow Jones 29,202.88  -0.32

Airline and JP Morgan due later in the week. S&P 500 3,61239  -0.75
NASDAQ 10,542.10 -1.04

In the UK, turbulence continued to grip the gilt market as selloff accelerated  Stoxx Eur 600 39012  -0.40

despite the BOE extending its emergency backstop measures to support  FTSE 100 6,959.31  -0.45

market functioning. The 10-year inflation-linked yields rose 24bps to 4.47%.  Nikkei 225 27,116.11 0.71

The 2-year and 30-year was also up by 19bps and 29bps to 4.25% and 4.67% MamnE SerE 17,216.66  -2.95

respectively. Straits Times 3,107.47  -1.22
KLCI 30 1,406.00 -1.02

In Asia Pacific, Hang Seng led the losses as Chinese chip stocks like

Semiconductor Manufacturing International Corporation fell 2.9% d/d, Hua EX

Hong Semiconductor dropped more than 9.4% while Shanghai Fudan

: . Dollar Index 113.14 0.31

Microelectronics Company plunged more than 20% d/d. The broader Hang

Seng index was 3.0% lower, while in mainland China, the Shanghai SRLED 08702 -0.43

Composite lost 1.7%. GBP/USD hillel
usSD/JPY 145.72 0.32

In the currency market, the Dollar Index advanced 0.3% d/d to 113.14. AUD/USD 0.6303  -1.13

Chinese CNH retreated with the yuan falling for the 4th day to 7.1536 or =~ USD/CNH 71536  0.28

0.3% d/d. In a statement, FX regulator SAFE said that China will strengthen =~ USD/MYR a6502" 0.27

monitoring and analysis of cross border capital flows and risk prevention.  USD/SGD 1.4377 0.38

On the domestic front, Ringgit was untraded on Monday in lieu of a public

holiday but depreciated 0.3% d/d to 4.6502 as at last Friday’s close, receiving  commodities

little boost from the expansionary budget proposal. WTI ($/bbl) 91.13  -1.63
Brent (S/bbl) 96.19 -1.77

Oil prices slipped, with the Brent and WTI trading 1.8% and 1.6% lower at Gold ($/02) 1,667.30  -1.95

.USS96..19/'barre'I and USS$91.13/barrel respectively as traders focus on Copper ($8/MT) 7,578.50 1.62

incoming inflation data due end of the week as well as weak CAIXIN PMI- )

services number. Gold prices, meanwhile, fell 2.0% d/d to US$1,667.30/0z. Aluminum(5/MT) Cas L
CPO (RM/tonne) 3,645.50 1.36

US nonfarm added 263k jobs in September:

e Non-farm payroll increased slightly more than expected by 263,000 in
September, but nevertheless marked a slowdown from August’s 315,000.
Meanwhile, the unemployment rate edged down to 3.5%, returning to its
July level. In tandem with this, the number of unemployed persons edged
down to 5.8m for the month. The labor force participation rate was little
changed at 62.3%, 1.1ppts below their values in February 2020, prior to the

Source: Bloomberg, HLBB Global Markets Research
Note: Closing for KLCI and USDMYR as at 7-October




COVID-19 pandemic. Specifically, notable gains were observed in the leisure
and hospitality which added 83,000 jobs in September. Manufacturing
employment continued to trend up in September (+22,000). Job gains
occurred in motor vehicles and fabricated metal products and electrical
equipment and appliances. Employment in construction continued to trend
up (+19,000), in line with average monthly job growth in the first 8 months
of this year.

In August, consumer credit increased at a seasonally adjusted annual rate of
8.3% to USS$32.2bn (July: +6.8%). Revolving credit increased at an annual
rate of 18.1% after a 11.7% gain the prior month while nonrevolving credit
increased at an annual rate of 5.1%. Nonrevolving credit, typically auto and
student loans and is much less volatile, was down slightly from a 5.2% gain
in July. While economists are concerned by the pace of growth in consumer
credit and think that households are using expensive debt to keep spending
with inflation so elevated, Fed officials say household balance sheets are
generally in good shape as many consumers were able to pay down debt
during the pandemic.

Europe’s Sentix investor confidence plummeted to -38.3:

The Eurozone economy continues to plummet to -38.3 points in October
(Sept:-34.7), the lowest level since May 2020. Situation and expectations
index fell again. Specifically, the Germany Sentix confidence signaled a
catastrophic state of the economic condition. The decline was dragged by
the ongoing uncertainties about the gas and energy situation in winter due
to the attack on the Nordstream pipelines and increasing probability of an
escalation of the military conflict in Ukraine.

BOE announced additional measures to support market functioning:

The Bank of England (BOE) announced additional measures to support an
orderly end of its purchase scheme. Firstly, BOE will increase the size of its
daily auctions to ensure there is sufficient capacity for gilt purchases ahead
of 14 October to up to £10bn. Secondly, the Bank will launch a Temporary
Expanded Collateral Repo Facility (TECRF) to enable banks to help to ease
liquidity pressures facing their client liability driven investment (LDI) funds
through liquidity insurance operations, which will run beyond the end of this
week. Thirdly, the Bank said it would be ready to use its regular Indexed
Long Term Repo operations each Tuesday, which allow market participants
to borrow BOE cash reserves for six months in exchange for less liquid assets,
to further ease liquidity pressures on LDI funds.

Japan spending rose 5.1% y/y, real wages down 1.8% y/y on inflation:

Japan’s household spending was up 8.8% y/y and 5.1% y/y respectively in
nominal and real terms in August (July: +6.6% y/y and +3/4% y/y). While
spending on items such as food and utilities grew steadily, consumers were
wary of spending on big purchases such as furniture and housing. Real
wages, meanwhile, fell for a fifth month at -1.8% as average nominal wages
growth of +1.6% y/y in August was outpaced by inflation.

Japan maintained its assessment index for the economy at improving as the
Leading Index rebounded to 100.9 (July: 100.1) in August while its Coincident
Index rose further to 101.7 (July: 100.1)

China’s COVID-19 restrictions led to slight drop in services activity to 49.3

The Caixin China Services PMI dropped 5.7 points to 49.3 in September (Aug:
54.4) as Covid outbreaks emerged in many areas and containment measures
were tightened, impacting both services supply and demand. The gauges for

$ HonglLeong Bank




business activity and total new business both fell into contractionary
territory, and were down around 5 points compared with the average
readings in the previous three months. More importantly, expectations for
future activities recorded the lowest reading in six months, a sign of a
softening outlook ahead.

Malaysia’s unveiled Budget 2023, foreign reserves stood at US$106.1bn as
at end-September:

In the unveiling of the 2023 Budget, the Ministry of Finance expects the
Malaysian economy to post a moderate growth of 4.0-5.0% in 2023,
supported by strong domestic demand, vibrant services sector, as well as
implementation of infrastructure projects. This is in line with our growth
forecast of +4.2% for the year. For 2022, our GDP growth forecast of 7.4% is
slight above MOF’s range of 6.5%-7.0%. On the fiscal front, budget deficit is
expected to stay elevated at RM99.1bn in 2023, accounting for 5.5% of GDP.
Despite the massive increase in net development expenditure (+32.4% to
RM94.3bn), this was offset by budget pullback in COVID-19 fund to (-82.6%
to RM5.0bn). as well as a 4.3% decline in operating expenditure.
Government revenue is expected to decline 4.4% to RM272.6bn, in line with
slower economic growth as well as lower revenue from petroleum. (Please
refer to our separate commentary for details)

The international reserves of Bank Negara Malaysia edged down slight by
USS$0.2bn to US$106.1bn as at end-September. The reserves level has taken
into account the quarterly foreign exchange revaluation changes and is
sufficient to finance 5.6 months of imports of goods and services and is 1.1
times of the total short-term external debt.

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 1.10-1.14 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 4.65-4.70 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 2.60 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
11/10 AU Westpac Consumer Conf SA MoM (Oct) 3.90%

JN Trade Balance BoP Basis (Aug) -¥1212.2b

AU NAB Business Conditions (Sep) 20

AU NAB Business Confidence (Sep) 10

JN Eco Watchers Survey Outlook SA (Sep) 49.4

UK Payrolled Employees Monthly Change (Sep) 71k

UK Claimant Count Rate (Sep) 3.90%

UK Jobless Claims Change (Sep) 6.3k
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UK Average Weekly Earnings 3M/YoY (Aug) 5.50%
UK ILO Unemployment Rate 3Mths (Aug) 3.60%
UK Employment Change 3M/3M (Aug) 40k
US NFIB Small Business Optimism (Sep) 91.8

12/10 JN Core Machine Orders MoM (Aug) 5.30%
MA Industrial Production YoY (Aug) 12.50%
MA Manufacturing Sales Value YoY (Aug) 23.80% Hong Leong Bank Berhad
IN Machine Tool Orders YoY (Sep P) 10.70% Fixed Income & Economic Research, Global
UK Monthly GDP (MoM) (Aug) 0.20% Markets
UK Construction Output MoM (Aug) -0.80% Level 8, Hong Leong Tower
UK Industrial Production MoM (Aug) -0.30% 6, Jalan Damanlela
UK Manufacturing Production MoM (Aug) 0.10% Bukit Damansara
UK Index of Services MoM (Aug) 0.40% 50490 Kuala Lumpur
UK Visible Trade Balance GBP/Mn (Aug) -£19362m Tel: 603-2081 1221
EC Industrial Production SA MoM (Aug) -2.30% Fax: 603-2081 8936
US MBA Mortgage Applications (7-Oct) -14.2% HLMarkets@hlbb.hongleong.com.my
US PPI Final Demand MoM (Sep) -0.10%

Source: Bloomberg

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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