$ HonglLeong Bank

14 October 2022

Global Markets Research

Daily Market Highlights

14 Oct: US equities overturned CPl-related losses

Upside surprises in US CPlI dampened hopes of a Fed pivot
Equities shrugged off early session losses to close with sharp gains
UST curve bear flattened; DXY retreated to the 112 handles

e Stocks staged a massive comeback Thursday, reversing all CPI-triggered Key Market Metrics

selloff and on speculation the yearlong selloff had reached the bottom. The Level did (%)
Dow Jones Industrial Average surged 2.8%, the S&P 500 climbed 2.6%, Equities
breaking a six-day losing streak while the Nasdaq Composite gained 2.2%.  pow Jones 30,038.72 2.83
On the earnings front, Delta Air Lines Inc., Domino’s Pizza Inc., and  ¢gps0p 3,669.91  2.60
Walgreens Boots Alliance Inc. gained on better-than-expected results. Big NASDAQ 10,640.15  2.23
banks including JPMorgan Chase & Co. and Citigroup Inc. are due to report Stoxx Eur 600 389.15 0.85
on Friday. FTSE 100 6,850.27  0.35

Nikkei 225 26,237.42 -0.60
The Treasury yield curve, meanwhile, flattened with the yield on policy-
sensitive 2-year notes up 17bps to 4.47%. Market bets on rates now lean  H2"8 Seng el =i
towards a back-to-back 75 hikes at the next 2 Fed meetings. The 10 and 30-  >traits Times 304045 .39
years notes yields were up 5bps and 4bps respectively to 3.94% and 3.92%.  KLCI 30 137336 -052
The 30-year yields briefly rallied over 4.00% the first time since 2011, as the
inflation numbers dashed hopes of a Fed pivot. EX

Dollar Index 112.36  -0.84
The Dollar Index, meanwhile, took a break from its recent upward trend,  gyr/usD 0.9776 0.75
declining 0.8% d/d to 112.36 led by a stronger EUR as well as GBP. GBP GBP/USD 1.1326 204
surged 2.0% d/d on reports that government officials are working on a U- USD/JPY 14712 014
turn tax cut. Gilts also rallied, with the yield on 30-year debt dropping 26bps AUD/USD 0.6298 0.32
to 4.54%. FTSE100 were also up slightly by 0.4%. The Japanese Yen on the R 74773 0.03
other hand, sank to its lowest in more than 30 years, depreciating 0.1% d/d

. L ) i USD/MYR 46935  0.20

to 147.12, raising market chatter of potential intervention. MYR continued
to register losses against the USD, down 0.2% d/d to 4.6935, fast LEESED L30T 032
approaching the 4.70 levels. On the contrary, the SGD strengthened for
another day, by 0.3% to 1.4307. Commodities

WTI ($/bbl) 89.11 211
Oil gained for the first time with the West Texas Intermediate rising 2.1%  Brent ($/bbl) 94.57 2.29
d/d to $89.11/barrel while the Brent rose 2.3% d/d to $94.73/barrel as US  Gold ($/02) 1,670.00  -0.02
crude report flagged potential bullish drivers and markets shrugged off Copper ($$/MT) 7,573.00 0.37
upbeat U.S. inflation data. Gold prices, meanwhile, pared an early day Aluminum($/MT) 2,359.50 236
decline to end the day flat at $1,670/0z. CPO (RM/tonne) 3,633.50 0.97

US core-CPI quickened more than expected to +6.6%, jobless claims up but
at a slower pace:

e Growth in the Consumer Price Index (CPIl) accelerated more than expected
at +0.4% m/m in September (August: +0.1% m/m; consensus: +0.2% mom).
On a y/y basis, prices moderated less than expected to +8.2% y/y (Aug:
+8.3%; consensus: +8.1%). More importantly, core-inflation accelerated to
+6.6% y/y, outpacing August’s +6.3% y/y and consensus forecast of 6.5%. On
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a m/m basis, increases in the shelter, food, and medical care indexes were
the largest contributors to the increase but these increases were partly
offset by a 4.9% decline in the gasoline index. The food index continued to
rise, increasing 0.8% m/m.

For the week ending 8-October, initial jobless claims grew, albeit at a less
than expected pace of 9k to 228k, close to pre-pandemic low. This is
compared to an increase of +19k the previous week. Continuing claims, a
proxy for the number of people receiving ongoing unemployment benefits,
increased to 1.36m in the week ended Sept. 24 from 1.35m earlier.

Real average hourly earnings in the US decreased 0.1% m/m in September
(August: +0.2% m/m) as an increase of 0.3% in average hourly earnings was
outstripped by a 0.4% m/m in inflation. On a y/y basis, real average hourly
earnings decreased at a faster pace of 3.0% y/y (August: -2.8% vy/y),
reaffirming that inflation continued to bite.

UK’s RICS house price balance retreated amid lower optimism on the
housing market:

RICS house price balance, measuring the difference between the percentage
of surveyors reporting price rises and those seeing a fall, fell sharply to +32
in September from +51 in August, signalling a slowdown in price growth.
September's reading was the weakest since July 2020, and a separate
balance for sales volumes was the most negative since May 2020. Even
though the headline price balance remains in positive territory for now,
storm clouds are visible in the deterioration of near-term expectations for
both pricing and sales.

Japan’s PPl rose more than expected:

The Producer Price Index rose more than forecast at +0.7% m/m in
September, faster than consensus forecast of +0.3% m/m as well as +0.2%
m/m the previous month. The higher-than-expected price was due to
Import Price Index (+0.2% m/m) while the Export Price Index fell 0.5% m/m.
Electric power, gas and water were the main contributor to the increase
followed by scrap and waste.

Australia’s Inflation expectations flat in October, wage conditions
remained weak:

The October 2022 Survey of Consumer Inflationary Expectations was
unchanged in October at 5.4%. Total pay, nevertheless, is expected to grow
by 0.9% over the next 12 months. The expected inflation data is consistent
with a moderation in consumer inflation expectations observed since June
2022 as consumers appear to be responding to significantly tighter
monetary policy. Wage conditions (both actual and expected) continue to
be weak, with only 38.4% of respondents reporting a rise in total pay over
the year to October 2022.

Singapore GDP expanded by 4.4% in 3Q, MAS re-centre the mid-point of
the SSNEER policy band up to its prevailing level.

Singapore economy grew by 4.4% y/y in 3Q2022, easing slightly from +4.5%
y/y from the prior quarter but significantly higher than consensus estimate
of +3.5% y/y. On a g/q basis, the economy also rebounded to grow by 1.5%
y/y, a turnaround from the 0.2% in 2Q. On a sectoral basis, slower growth in
the manufacturing sector was supported by higher growth in the
construction and services sector on a y/y basis. The manufacturing sector
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expanded by 1.5% y/y (2Q: +5.7% y/y), dragged lower by declines in the
electronics and chemicals clusters. The construction sector grew at a faster
pace of +7.8% y/y, supported in part by the easing of border restrictions on
the inflow of migrant workers. Growth in the services sector was also
stronger at +6.1% y/y (2Q: +4.8% y/y), with higher growth across board with
the exception of Information & Communications, Finance & Insurance and
Professional Services.

e The Monetary Authority of Singapore (MAS) also announced it would re-
centre the mid-point of the Singapore dollar nominal effective exchange
rate (SSNEER) to its prevailing level, with no changes to the slope and width
of the band. This policy shift is expected to reduce imported inflation and
help curb domestic cost pressures, help dampen inflation in the near term
and ensure medium-term price stability.

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 1.00-1.03 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
13-16/10 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% Hong Leong Bank Berhad
US Export l.3r|ce Ind(.ax MoM (Sep) -1.60% Fixed Income & Economic Research, Global
US U. of Mich. Sentiment (Oct P) - Markets
CH Exports YoY (Sep) 7.10% Level 8, Hong Leong Tower
17-Oct NZ Performance Services Index (Sep) 58.6 6, Jalan Damanlela
UK Rightmove House Prices MoM (Oct) 0.70% Bukit Damansara
S| Non-oil Domestic Exports SA MoM (Sep) -3.90% 50490 Kuala Lumpur
S| Electronic Exports YoY (Sep) -4.50% Tel: 603-2081 1221
JN Tertiary Industry Index MoM (Aug) -0.60% Fax: 603-2081 8936
JN Industrial Production MoM (Aug F) 2.70% HLMarkets@hlbb.hongleong.com.my
JN Capacity Utilization MoM (Aug) 2.40%
US Empire Manufacturing (Oct) -1.5

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.




