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Global Markets Research

Daily Market Highlights

13 Oct: Markets remain in risk-off mood

FOMC minutes said inflation remained stubbornly high
Global stocks fell; bonds traded mixed amid ongoing BOE jitters
Malaysia’s indicators reaffirmed the case of further growth pick-up in 3Q

e The S&P 500 notched a sixth consecutive daily loss and hitting the lowest = Key Market Metrics

close since November 2020 as investors looked ahead to a key consumer

price report that will offer more clues on the pace of the Federal Reserve’s ] ahlife)
rate hikes going forward. The Dow and NASDAQ shed 0.10% d/d, while the ~ Eauities
broader S&P 500 lost 0.3% d/d. Dow Jones 29,210.85  -0.10
S&P 500 3,577.03 -0.33
e Treasury yield also fell as investors bought bonds after the release of the = NASDAQ 10,417.10  -0.09
Federal Reserves’ latest meeting minutes. The 10-year Treasury yield fell  Stoxx Eur 600 385.88  -0.53
S5bps to below 3.90%. The 2 and 30-year vyield also fell 2bps and 5bps to  FTSE 100 6,826.15 -0.86
4.29% and 3.87% respectively. UK bonds rebounded in later trading hours  Nikkei 225 26,396.83  -0.02
and yields tumbled 0-20bps generally led by the front end at close as the Hans Bend 16,701.03  -0.78
BOE snapped up £4.6bn bonds yesterday, with the exception of the 30-year Straits Times 308319  -0.70
gilt which rose 2bps to 4.80%. KLCl 30 138057 045
The British pound rebounded amid choppy trade on Wednesday influenced
by mixed messages about the end of the Bank of England’s emergency EX
bond-buying package. BOE Governor Andrew Bailey’s comments on  Dollarindex ke Ul
Tuesday initially sent sterling lower, but the pound rebounded early on EUR/USD 0.9703  -0.05
Wednesday following a Financial Times report that said the Bank of England ~ GBP/USD 11100 1.20
is privately signalling a willingness to extend its emergency bond-buying  USD/JPY 146.91 0.72
program. The pound ended 1.2% stronger against the dollar, back above the ~ AUD/USD 0.6278 0.10
1.10 handle at 1.1100. USD/CNH 7.1750 0.02
USD/MYR 4.6840 0.23
The Dollar Index, meanwhile, edged up slightly by 0.1% d/d to 113.32 as the USD/SGD 1.4353  -0.22
greenback traded mixed against the G10s, advancing against the JPY, EUR
and Nordic currencies. The JPY fell to 146.91 per dollar, surpassing the level .
L k . Commodities
that prompted Japan’s first intervention to buy the yen since 1998.
WTI ($/bbl) 87.27 -2.33
In the Asia space, the South Korean won led with a 0.8% gain against the  Brent(s/bbl) SECE
greenback, propped up by the Bank of Korea’s 50bps hike to its benchmark ~ Gold ($/02) 1,670,530 -0.50
policy rate to 3.00%. The MYR weakened by another 0.2% to 4.6840 against ~ Copper ($5/MT) 7,545.00  -0.67

2,305.00 3.09
3,586.00 -1.61

Aluminum(S$S/MT)
CPO (RM/tonne)

a firm US dollar and closed at a new record low against SGD, depreciating
by 0.5% to 3.2609.

e Oil prices, meanwhile, continued with its downward trend on strong dollar, ~Source: Bloomberg, HLBB Global Markets Research

recession worries and hawkish Fed. WTI fell 2.3% d/d to $87.27/barrel,
while Brent declined 2.0% d/d to $92.45/barrel. Gold was also marginally
lower by 0.5% d/d to $1,670.30/0z.




FOMC minutes said inflation remained stubbornly high; suggesting the
Fed’s aggressive rate hike path will stay:

In its latest FOMC minutes, Federal Reserve officials observed that inflation
remained unacceptably high and commented that recent inflation data
generally had come in above expectations and is expected to persist in the
near term. Numerous contributing factors were cited as supporting this
view, including labor market tightness and the resulting upward pressure
on nominal wages, continuing supply chain disruptions, and the persistent
nature of increases in services prices, particularly shelter prices. In assessing
inflation expectations, participants noted that longer-term expectations
appeared to remain well anchored and stressed that a more prolonged
period of elevated inflation would increase the risk of inflation expectations
becoming unanchored, making it much more costly to bring inflation down.
With this, many participants had raised their assessment.

US PPI rose more than expected by 0.4% m/m; mortgage applications
down:

The producer price index rebounded more than expected to increase 0.4%
m/m in September (Aug: -0.2%), compared with consensus estimate of a
0.2% gain. Excluding food, energy and trade services, the index rose 0.4%
m/m and 5.6% y/y (Aug: +0.2% m/m and +5.6% y/y). Food prices helped
boost the increase in goods inflation, with a 1.2% m/m increase. Energy rose
0.7% after posting massive gains the previous two months.

Mortgage applications continued to decline, falling 2.0% w/w in the week
ended 7-Oct as the Refinance Index decreased 1.8% w/w and was 86.0%
lower y/y. The Purchase Index decreased 2.1% w/w and was down 39.2%
y/y. Mortgage rates continued edging up, with the 30-year borrowing rate
reaching 6.81%, compared to 3.18% a year ago, and marked its highest level
since 2006.

Europe’s industrial production rebounded to +1.5% m/m

Euro zone industrial production soared in August, increasing by 1.5% m/m
and 2.5% y/y and a rebound from -2.3% m/m in July. The positive reading
was driven by output of capital goods, such as machinery, which rose 2.8%
m/m, in a sign of optimism pointing to new appetite for investment.
Manufacturers also produced more consumer goods, while they cut their
energy output. Among the bloc's largest economies, France's industrial
production rose 2.5% m/m, Italy's was up by 2.3%, whereas output declined
in Germany by 0.5%.

Weak bag of UK data is expected to complicate BOE’s policy plans:
Monthly GDP unexpectedly fell 0.3% m/m in August (Jul: +0.1%), dragged
by declines mainly in manufacturing and services activities, implying an
even bleaker outlook for the UK economy ahead.

Monthly production output fell by 1.8% m/m in August (Jul: -1.1% m/m
revised) and is now 0.9% below February 2020, which was the last month
of “normal” trading conditions prior to the coronavirus (COVID-19)
pandemic. The monthly fall in output resulted from a decline in three of the
four production sectors, with mining and quarrying falling by 8.2%,
manufacturing by 1.6% and electricity and gas by 0.6%; in contrast, water
supply and sewerage remained flat at 0.0%. Manufacturing saw 8 of its 13
sub-sectors negatively contributing to growth during August; most notably,
manufacture of basic pharmaceutical products, manufacture of transport
equipment, and manufacture of basic metals and metal products.
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Monthly construction output increased by 0.4%% m/m in August 2022,
which is the second consecutive monthly growth following the upwardly
revised increase to 0.1% in July. August 2022 is the second highest monthly
value in level terms (£15.1bn). At the sector level, the main contributors to
the increase seen in August were infrastructure, private industrial and
private housing new work, which increased 5.3%, 4.3% and 1.7%,
respectively.

Monthly services output fell by 0.1% m/m in August (Jul: +0.3%), and is now
0.2% below February 2020. 8 of the 14 sectors fell during August 2022; most
notably, human health and social care.

UK visible trade deficit widened to £19.3bn in August from £17.6bn in July
as growth in imports (+5.5% m/m) outpaced exports (+3.9% m/m).
Meanwhile, services saw sustained surplus of £12.2bn.

Decline in Japan machinery orders dragged by non-manufacturing:

Machinery orders decreased 9.5% m/m in August after July’s +0.3% m/m.
More importantly, private-sector machinery orders, excluding volatile ones
for ships and those from electric power companies, decreased a seasonally
adjusted by 5.8% in August with non-manufacturing sector leading the
decline at 21.4% m/m. Manufacturing sector, on the other hand,
turnaround to record double digit growth of 10.2 from -5.4% previously. The
decline in non-manufacturing was led by real estate, telco, agriculture,
forestry and mining as well as transportation and postal activities.

Malaysia’s August indicators reaffirmed the case of further growth pick-up in

3Q:

Growth in Malaysia’s industrial production remained in double digit
territory at +13.6% y/y for the month of August. This is an uptick from
+12.5% previously and is compared to consensus forecast of +10.2% y/y.
Stronger growth was seen in the manufacturing sector (+15.2% y/y), and
mining (+8.0% y/y). Within the manufacturing sector, electronics and
electrical led growth at +19.2% y/y, transport equipment and others
(+53.6% y/y) as well as non-metallic mineral and basic metal products
(+13.6% y/y). Mining was spearheaded by natural gas and crude oil and
condensates.

In tandem with this, manufacturing sales also rose 24.4% y/y in August (Jul:
+23.8% y/y), driven by the Electrical and Electronics subsector (+25.8% y/y),
Petroleum, Chemical, Rubber and Plastic (+27.6% vy/y) as well as Food,
Beverages & Tobacco (+18.4% y/y). Total employees employed in the sector
grew by 4.3% (Jul: +4.1% y/y), while salaries and wages expanded by 7.5%.
(Jul: 47.1% y/y).

The wholesale & retail trade charted robust 33.7% growth in August (Jul:
+40.7%), driven by continuous albeit more moderate growth pace across all
the key sectors, thanks to recovery in consumer spending. Wholesale trade
increased 16.0% y/y, driven by household goods, and food, beverages &
tobacco. Retail sales expanded 34.5% y/y (Jul: +37.5%), driven by sales
across all key categories including fuel, specialized and non-specialized
stores; while the motor vehicle sales normalized from distorted levels.

All the August key economic indicators reaffirmed our expectations for
double-digit advance in real GDP growth in 3Q22. Quarter todate, exports
expanded 43.1% y/y, IPl grew 13.1% y/y while wholesale & retail trade
increased 37.3%v/y, all picking up from 2Q’s +30.0%, +6.9% and +26.4% y/y
respectively. We are maintaining our view of a double-digit increase in 3Q
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GDP, before tapering to low single-digit in 4Q, keeping our full year growth

forecast of 7.4% intact.

House View and Forecasts

FX This Week 4Q-22 1Q-23 2Q-23 3Q-23
DXY 110-115 115.00 112.70 110.45 110.00
EUR/USD 0.95-1.00 0.95 0.97 0.98 0.98
GBP/USD 1.10-1.14 1.10 1.10 1.11 1.12
usD/ipY 143-148 147.00 146.00 145.00 144.00
AUD/USD 0.63-0.67 0.62 0.63 0.64 0.64
USD/MYR 4.65-4.70 4.68 4.64 4.62 4.60
USD/SGD 1.42-1.45 1.45 1.44 1.42 1.40
Rates, % Current 4Q-22 1Q-23 2Q-23 3Q-23
Fed 3.00-3.25 4.25-4.50 4.25-4.50 4.25-4.50 4.25-4.50
ECB 1.25 2.75 2.75 2.75 2.75
BOE 2.25 3.25 3.25 3.25 3.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 2.60 3.10 3.10 3.10 3.10
BNM 2.50 2.75 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
13/10 UK RICS House Price Balance (Sep) 53%
JN PPI YoY (Sep) 9.00%
AU Consumer Inflation Expectation (Oct) 5.40%
US CPI MoM (Sep) 0.10%
US Initial Jobless Claims (8-Oct) 219k
US Real Avg Hourly Earning YoY (Sep) -2.80%
13-21/10 CH 1-Yr Medium-Term Lending Facility Rate 2.75%
14/10 NZ BusinessNZ Manufacturing PMI (Sep) 54.9
CH PPI YoY (Sep) 2.30%
CH CPI YoY (Sep) 2.50%
EC Trade Balance SA (Aug) -40.3b
US Retail Sales Advance MoM (Sep) 0.30%
US Import Price Index MoM (Sep) -1.00%
US Export Price Index MoM (Sep) -1.60%
US U. of Mich. Sentiment (Oct P) 58.6
CH Exports YoY (Sep) 7.10%

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.




