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20 October 2022 
Global Markets Research 

Daily Market Highlights 

20 Oct: Stocks snapped winning streaks 

Treasury yields hit multi-year peaks on inflation and recession risks 

Fed Beige Book showed greater pessimism amid concerns over slowing demand 

UK inflation hit fresh 40-year high; room for further spike 
 

• Wall Street struggled to extend its rally amid a sharp rise in Treasury yields, 

ending a two-day winning streak. The Nasdaq Composite lost 0.9% d/d, the 

S&P 500 ticked down 0.7% d/d, while the Dow Jones Industrial Average 

slipped 0.3% d/d. Even bright earnings spots like Netflix and United Airlines 

were not able to enthuse investors while Tesla missed earnings estimates 

on the back of disappointing sales. Similarly, European stocks also closed 

lower snapping a four-day winning streak, as worries about rising inflation 

and economic slowdown hurt sentiment. European Stoxx 600 drifted down 

0.5% d/d, while FTSE 100 ended 0.2% d/d down. 

 

• Treasury yields rose sharply as concerns over a recession spread among 

investors spurred by global inflation, further exacerbated by corporate deal 

hedging flows as well as a poorly received 20-year bond auction. The yield 

on the 10-year Treasury climbed almost 13bps to 4.13%. The policy-

sensitive 2-year Treasury yield rose by 13bps to 4.56%. UK bonds, 

meanwhile, rallied across the curve on signals that the Bank of England may 

have pulled off its plan to revive active bond sales without triggering more 

market turmoil. The yield on the 30-year gilts, which will be exempted from 

the sale, closed below 4.00%. Shorter note yields gained as well, with the 2 

and 5-year yields gaining 10bps and 2bps respectively. 

 
• The Dollar tracked the rise in Treasury yields, with the DXY gaining by 0.8% 

d/d to 112.98. This was partly buoyed by a record low offshore yuan. GBP 

traded 0.9% weaker, reversing its earlier gain after Prime Minister Truss 

fired its Home Secretary as well as report on the UK treasury bond losses. 

Yen weakened further to the 150-level at 149.90, raising intervention risks. 

Ringgit, meanwhile, was largely unchanged, depreciating 0.1% d/d to 

4.7205. YTD, Ringgit has depreciated by 11.7%. 

 
• Oil prices, meanwhile, rose as traders shrugged off Biden’s remarks about 

taming energy prices. The West Texas Intermediate and Brent rose 3.3% d/d 

and 2.6% d/d to $85.55/barrel and $92.41/barrel respectively. Gold, on 

other hand, fell 1.3% d/d to $1,627.50/oz as treasury yields and the Dollar 

surged on expectations that Fed will continue with its aggressive rate hikes. 

 

US housing starts came in below expectation; mortgage applications in 4th 

month of decline 

• The speed and level to which rates have climbed this year have greatly 

reduced refinance activity and exacerbated existing affordability challenges 

in the purchase market. Residential housing activity ranging from housing 
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starts to home sales have been on downward trends coinciding with the rise 

in rates. As a result, new US home construction declined in September and 

permit applications for single-family dwellings fell. Residential starts 

decreased 8.1% m/m to a 1.44m annualised rate in September. This is below 

consensus estimate of 1.46m as single-family homebuilding dropped to an 

annualised 892,000, the slowest since May 2020.  Applications to build, a 

proxy for future construction, meanwhile, rose 1.4% m/m to an annualised 

1.56m, above consensus estimate of 1.53m. 

• Mortgage applications are also now into their fourth month of declines, 

dropping to the lowest level since 1997, as the 30-year fixed mortgage rate 

hit 6.94%, the highest level since 2002. Mortgage applications fell 4.5% w/w 

for the week ending October 14, with the Refinance Index falling 7% w/w 

and the Purchase Index decreasing 4% w/w, 

• In its latest Beige Book, the Federal Reserve noted that economic activities 

expanded modestly on net since the previous report. Retail spending was 

relatively flat, reflecting lower discretionary spending, and auto dealers 

noted sustained sluggishness in sales stemming from limited inventories, 

high vehicle prices, and rising interest rates. Manufacturing activity held 

steady or expanded due to easing in supply chain disruptions. All in, outlook 

grew more pessimistic amidst growing concerns about weakening demand. 

Employment, meanwhile, continued to rise at a modest to moderate pace. 

Labor market conditions remained tight. Price growth remained elevated, 

though some easing was noted. Looking ahead, expectations were for price 

increases to generally moderate. 

 

Euro area escaped double-digit inflation by a whisker at +9.9% y/y 

• The euro area annual inflation rate was 9.9% in September 2022, up from 

9.1% in August.  In September, the highest contribution to the annual euro 

area inflation rate came from energy (+4.19ppts), followed by food, alcohol 

& tobacco (+2.47ppts), services (+1.80ppts) and non-energy industrial 

goods (+1.47 ppts). Going forward, the region may not be able to escape 

from a double digit inflation given the energy crisis confronting the region. 

• Eurozone construction output dropped 0.6% m/m in August, reversing a 

0.3% rise in July. On a y/y basis, output growth, nevertheless, accelerated 

to +2.3% y/y from +1.5% y/y previously. 

UK Inflation hit 40-year high; offering no let-up in price risk 

• The biggest jump in food prices since 1980 pushed British inflation back into 

double digits last month, matching a 40-year high hit in July in a new blow 

for households grappling with a cost-of-living crisis.  The consumer price 

index (CPI) jumped 10.1% y/y, slightly above consensus estimate’s +10.0% 

y/y and after a 9.9% rise in August.  Food prices rose by 14.8% from a year 

ago, also the strongest increase in more than 40 years. Furniture and 

household goods were another driver, rising 10.7%y/y.  These rises were 

partially offset by continuing falls in the costs of petrol, with airline prices 

falling by more than usual for this time of year, and second-hand car prices 

also rising less steeply than the large increases seen last year.  In a 

statement, Chancellor of the Exchequer Jeremy Hunt said that the 

government will prioritise help for the most vulnerable. 

• There were also signs of stickier inflation at the wholesale level. Producer 

prices output, measuring the cost of goods leaving factories, rose 15.9% y/y 

for the same month. That was slower than the previous month but slightly 

above expectations. Raw material prices rose 20%, also above expectations. 
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• Retail price index, meanwhile, rose to 347.6, up from 335.2 in the previous 

month and was slightly higher than consensus estimate of 347.0. 

• House Price Index, rose 13.6% y/y in September, slower than the downward 

revision to August’s +15.5% y/y. 

Hong Kong cuts property tax, eases visa rules to attract talent 

• Chief executive John Lee announced that Hong Kong is cutting property 

taxes and easing visa rules for non-permanent residents (PRs) to attract 

global talent to and revive the city as an international financial hub. The rule 

will refund extra stamp duties that non-PR property buyers have to pay after 

they have stayed in the city for 7 years. Once they have become PR, 

property buyers can apply for refunds of 2 separate stamp duties, each fixed 

at 15%.  In terms of visa plan, he also unveiled a visa plan that will include a 

program for people who bring in at least HK$2.5m annually as well as recent 

graduates of top 100 universities. 

Australia Leading Index tumbled 
• The six-month annualised growth rate in the Westpac-Melbourne Institute 

Leading Index, which indicates the likely pace of economic activity relative 

3 to 9 months into the future, fell to –1.15% in September, down from –

0.33% in August.  The main components driving the deterioration were a 

rapid narrowing in the yield spread following aggressive RBA rate hikes (-

0.83ppts), softening global commodity prices in AUD terms (–0.79ppts), an 

end to the large reopening rebound boost to aggregate monthly hours 

worked (–0.52ppts), a sell-off in equity markets that has weighed on the 

S&P/ASX 200 (–0.32ppts) and a slowing in the global growth pulse evident 

in softer US industrial production (–0.17ppts). The reading is the weakest 

since the pandemic first hit in 2020 and is in line with Westpac’s forecast 

that economic growth will slow from 3.4% in 2022 to 1.0% in 2023, as 

highlighted by a sharp slowdown in consumer spending. The slowdown is 

likely to intensify through 2023 as rising interest rates and a softening 

labour market take their toll. 

Malaysia maintained slower, but still double-digit growth for exports 
• Malaysia’s exports remained strong in September, albeit at a slower pace of 

30.1% y/y (August: +48.1% y/y). This was matched by a deceleration in 

imports at +33.0% y/y (August: +68.3% y/y). Singapore and China were the 

main export destinations, accounting for 28.5% of exports. Exports to 

Singapore rose 29.1% y/y, while exports to China rose +8.0% y/y. By 

product, exports to electronics and electrical goods remained strong at 

+39.8% y/y, while exports of petroleum product surged 83.3% y/y. Imports 

of intermediate goods, capital goods and consumption goods, meanwhile, 

rose by 35.1% y/y, 30.5% y/y and 28.2% y/y respectively. 

House View and Forecasts  
FX This Week 4Q-22 1Q-23 2Q-23 3Q-23 
DXY 111-115 115.00 112.70 110.45 110.00 

EUR/USD 0.95-1.00 0.95 0.97 0.98 0.98 

GBP/USD 1.10-1.15 1.10 1.10 1.11 1.12 

USD/JPY 146-150 147.00 146.00 145.00 144.00 

AUD/USD 0.60-0.64 0.62 0.63 0.64 0.64 

USD/MYR 4.68-4.75 4.68 4.64 4.62 4.60 

USD/SGD 1.42-1.44 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 
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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 

20/10 JN Trade Balance (Sep) -¥2817.3b 

 AU NAB Business Confidence (3Q) 5 

 AU Unemployment Rate (Sep) 3.50% 

 CH 1-Year Loan Prime Rate  3.65% 

 CH 5-Year Loan Prime Rate  4.30% 

 JN Tokyo Condominiums for Sale YoY (Sep) -40.10% 

 EC ECB Current Account SA (Aug) -19.9b 

 HK Unemployment Rate SA (Sep) 4.10% 

 US Initial Jobless Claims  228k 

 US Philadelphia Fed Business Outlook (Oct) -9.9 

 US Existing Home Sales MoM (Sep) -0.40% 

 US Leading Index (Sep) -0.30% 

21/10 NZ Trade Balance NZD (Sep) -2447m 

 UK GfK Consumer Confidence (Oct) -49 

 JN Natl CPI YoY (Sep) 3.00% 

 MA CPI YoY (Sep) 4.70% 

 UK Retail Sales Inc Auto Fuel MoM (Sep) -1.60% 

 MA Foreign Reserves  $106.1b 

 HK CPI Composite YoY (Sep) 1.90% 

 EC Consumer Confidence (Oct P) -28.8 
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. 

 

  


