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Global Markets Research

Daily Market Highlights

16 Aug: US stocks and treasuries rallied

Stocks rose modestly despite weaker US, Chinese data and PBOC rate cut
Treasury yields edged lower; 2s10s spread remained at -40bps
Dollar strength dominated FX market; oil tumbled

e US stocks ended modestly higher on Monday even as global markets Key Market Metrics
grappled with weak Chinese data and a PBOC rate cut. The Dow Jones rose

0.5% while the S&P 500 picked up 0.4%, led by consumer staples and utilities Level d/d (%)
shares. Tech-focus NASDAQ gained 0.6%. Equities
Dow Jones 33,912.44 0.45
e Treasury yields ticked lower as bonds rallied as the US Empire State S&P 500 4,297.14 0.40

Manufacturing slumped more than 40pts in August. The benchmark 2Y yield

. . . NASDAQ 13,128.05 0.62
was pushed to 3.19% (-6bps) while the 10Y yield fell to 2.79% (-4bps), slightly
steepening the 2s10s spread which remained at -40bps. Fed-dated swap  >to* Eur600 44235 0.34
meanwhile, still priced in 40% chance of a 75bp rate hike in September. FTSE 100 7,509.15 0.1
Nikkei 225 28,871.78 1.14
e USD jumped on haven bids, boosting the dollar index by 0.9% to 106.55. All  Hang seng 20,040.86  -0.67
G10 currencies, except the JPY (+0.08%), depreciated against the greenback. ¢, .o 1 ae 3,256.82  -0.38
The NOK, SEK, AUD and NZD lost 1.3-1.5% whereas the EUR and CAD fell
KLCI 30 1,504.01 -0.14

nearly 1%. GBP shed 0.7%.

e The dollar bulls also dominated Asia in the earlier session. Offshore RMB  EX

tumbled 1.1% on the PBOC rate cut while other notable losers are THB (-  DollarIndex 106.55  0.87
0.9%), SGD (-0.5%) and IDR (-0.5%). MYR fell 0.3% to trade 4.4590 against the ~ Eur/UsD 1.0160  -0.97
UsD. GBP/USD 1.2055 -0.68
. . . . usSD/JPY 133.32 -0.07

e QOil plunged for the second consecutive session on weak Chinese data; Brent
; AUD/USD 0.7023 -1.38

crude fell 3.1% to $95.10/barrel while WTI dropped 2.9% to $89.41/barrel.

USD/CNH 6.8158 1.15
US Empire State Manufacturing plummeted; homebuilding confidence  USD/MYR 4.4590 0.34
deteriorated: USD/SGD 1.3791 0.55

e The New York Fed Empire State Manufacturing Index collapsed to -31.3 in
August, from 11.1 in July, sharply missing the consensus estimates of 5.0. The

, . . Commodities
42pt drop was the survey’s second largest decline on record, reflecting a

contraction in new orders and shipment and a general deterioration of WL (/s 89.41 291
manufacturing operating conditions. Brent (5/bbl) il
e The NAHB Housing Market Index, a gauge of homebuilding sentiment, slipped ~ Gold ($/02) 1,781.40  -0.96
for the eighth successive month to 49 in August (Jul: 55). Building confidence  copper ($$/MT) 7,980.00  -1.38
continues to falter as higher mortgage rates in the US dampened housing A minum ($/MT) 2,390.00  -1.83
demand and outlook. CPO (RM/tonne) 4,436.50  4.44

. . Source: Bloomberg, HLBB Global Markets Research
China cut 1Y MLF rate as economic data weakened: .

e The PBOC surprised the markets with a rate cut on Monday ahead of the all-
important monthly economic data release. The 1Y Medium-term Lending
Facility Rate was cut by 10bps from 2.85% to 2.75%, marking the central
bank’s second MLF cut this year (PBOC has cut MLF once this year in January).

e Monday’s data dump showed that key indicators all underperformed
expectations, affirming the view that growth momentum lost its lustre after
the reopening effect faded. Industrial production rose 3.8% y/y in July (Jun:




+3.9%) reflecting softer manufacturing and mining growths. Retail sales
picked up a mere 2.7% y/y (Jun: +3.1%) while residential property sales
sustained an over-31% decline. The fixed assets investment fell 6.4% for the
first seven months of 2022, compared to the 12.7% y/y growth recorded in
the same period last year.

Japan’s industrial production growth revised higher:

e Japan’s industrial production growth was revised higher to 9.2% m/m for
June, from 8.9% in the advance estimate. The sharp rebound followed two
months of decline (May: -7.5%) during which output was affected by the
Shanghai lockdown in China. Operating ratio rebounded to 92.3 in June, after
briefly declining to 84.2 in May. On a y/y basis, industrial production fell 2.8%
(May: -3.1%), its fourth consecutive negative reading.

House View and Forecasts

FX This Week 3Q-22 4Q-22 1Q-23 2Q-23
DXY 104-106 106.00 105.00 103.00 102.00
EUR/USD 1.02-1.04 1.02 1.03 1.05 1.04
GBP/USD 1.21-1.23 1.21 1.22 1.24 1.23
usD/JpY 130-133 138.00 135.00 133.00 132.00
AUD/USD 0.70-0.72 0.67 0.69 0.70 0.70
USD/MYR 4.42-4.45 4.42 4.40 4.38 4.35
USD/SGD 1.36-1.38 1.40 1.38 1.37 1.36
Rates, % Current 3Q-22 4Q-22 1Q-23 2Q-23
Fed 2.25-2.50 2.50-2.75 3.00-3.25 3.00-3.25 3.00-3.25
ECB -0.50 0.25 0.50 0.50 0.50
BOE 1.75 1.75 2.00 2.00 2.00
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 1.85 1.60 1.85 1.85 1.85
BNM 2.25 2.50 2.75 2.75 2.75
Source: HLBB Global Markets Research
Up Next
Date Events Prior
16/08 AU RBA Minutes of Aug. Policy Meeting ()
UK Payrolled Employees Monthly Change (Jul) 31k
UK Average Weekly Earnings 3M/YoY (Jun) 6.20%
UK ILO Unemployment Rate 3Mths (Jun) 3.80%
UK Employment Change 3M/3M (Jun) 296k
EZ ZEW Survey Expectations (Aug) -51.1
EZ Trade Balance SA (Jun) -26.0b
US Building Permits MoM (Jul) 0.1%
US Housing Starts MoM (Jul) -2.0%
US Industrial Production MoM (Jul) -0.2%
17/08  JP Exports YoY (Jul) 19.3%
JP Core Machine Orders MoM (Jun) -5.6%
AU Westpac Leading Index MoM (Jul) -0.16%
SG Non-oil Domestic Exports YoY (Jul) 9.0%
AU Wage Price Index YoY (2Q) 2.4%
NZ RBNZ Official Cash Rate (17 Aug) 2.5%
UK CPI YoY (Jul) 9.4%
EZ GDP SA QoQ (2Q P) 0.7%
US MBA Mortgage Applications (12 Aug) -
US Retail Sales Advance MoM (Jul) 1.0%

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.




