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Daily Market Highlights

22 Sep: Aggressive Fed heightened growth concerns

The Fed raised rates by 75bps and lifted terminal rate sizeably to 4.6%
Powell reiterated commitment to fight inflation while engineering a slowdown
US stocks fell while bonds traded mix; DXY continued its march higher to 111s

e US equities ended in the red after a rough ride post FOMC announcement. Key Market Metrics

The benchmark US stock indices traded interestingly, plunging in a knee-jerk

reaction to the Fed’s 75bps hike but subsequently rebounded as Fed Chair —— did (%)
Powell’s press conference began but lost its lustre again to end at the day ~ Eauities
lows. The three benchmark US stock indices shed 1.7-1.8% on the day with ~ Dow Jones 30,183.78  -1.70
losses across the board led by communication services and materials shares. ~ S&P 500 3,789.93 1.7
NASDAQ 11,220.19 -1.79
Earlier, European stocks advanced ahead of the FOMC announcement but  stoxx Eur 600 407.05 0.90
Asian stocks were sold off. Futures are pointing to broadly lower openingin  r1sg 100 7,237.64  0.63
Asian markets this morning. Nikkei 225 2731343 -1.36
Hang Seng 18,444.62 -1.79
Selloffs in global bonds took a breather, pushing yields back from multiyear o
high. UST however reacted mixed to the Fed’s move and policy guidance. straits Times 320179 018
: oo . A : KLCI 30 1,447.18  -0.95
Yields was seen climbing higher initially but retreated after Fed Chair
Powell’s press conference reiterating future rate hike path to fend off
inflation. Benchmark 2Y note yields jumped 8bps to 4.05% while the 10s lost EX
3bps to 3.53%, further widening the yield curve inversion to -52bps. Dollar Index .32 1.0
EUR/USD 0.9837 -1.34
The DXY also saw similar choppiness post FOMC but extended its rally = GBP/USD 11270  -0.98
overall, hitting an intraday high of 111.58 before pulling back somewhat to ~ usb/Jpy 144.06 0.22
a 111.37 close, up 1.1% d/d. The USD traded stronger against all G10s, the AUD/USD 0.6630  -0.88
most vs the SEK (+1.6%). The EUR fell 1.3% to a two decade-low of 0.9837  ;5p/cNH 70752 064
while the sterling weakened close to 1.0% at 1.1270, its lowest since 1985. USD/MYR 45535  -0.12
AUD shed 0.9% to 0.6630 while the JPY lost 0.2% to 144.06. USD/SGD 1.4173 0.52
Asian currencies remained under pressure, weakening between 0.01-0.9% .
d/d vs the greenback. CNY saw extended losses while the MYR managed to Commodities
regain some lost ground, being the only currency that strengthened among WTI (5/bbl) 8305 135
its peers in late hours trading, by 0.1% to a 4.5535 close, a sharp pullback ~ Brent ($/bbl) SO
from an intraday high of 4.5693. Gold ($/02) 1,673.10  0.60
Copper ($5/MT) 7,659.00 -0.84
Oil prices continued to see declines amid demand fear as the Fed continued  Aluminum($/MT) 2,203.00 -2.31
to ramp up its policy tightening and engineered a slowdown. Brent crude fell  cpg (RM/tonne) 3,703.00  -1.08

1.0% to $89.99/ barrel while the WTI declined 1.4% d/d to $83.05/ barrel.

The Fed hiked 75bps as expected and signalled 125bps hikes by end-2022:
The FOMC committee voted unanimously to raise the Fed Funds Target Rate
by 75bps as widely expected to 3.00-3.25%, defying some chatters earlier for
a 100bps hike. This brought about a total 300bps increase since the rate hike
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cycle began in March this year, in the sequence of 25bps in March, 50bps in
May, and 75bps each in June, July, and now September.

Looking ahead, a total of 18 out of 19 participants expects rates to be raised
above 4.0% by year end. The Fed projects rates to reach 4.4% by the end of
this year, up a full percentage point from prior projection of 3.4%. This
implies room for a further 125bps in the next two meetings before the year
ends, likely in the sequence of 75bps in November and 50bps in December
in our view. The Fed also projects further increase in the rates to a so-called
terminal rate of 4.6% (up from 3.8% previously) in 2023 before rate cuts to
3.9% in 2024. The long term median rates remained unchanged at 2.5%.
Fed Chair Powell reiterated the Fed’s commitment to bring down inflation,
saying that inflation has not eased despite some supply-side healings. He
further guided that the Fed is ready to raise rates into restrictive territory,
bringing real yields back to positive levels across the entire yield curve, even
if this means engineering a sustained period of below trend growth. Powell
also highlighted there will likely be some softening in job market condition
and correction in the housing market.

In its latest economic projection, this year’s growth was revised substantially
lower to a mere 0.2%, down a massive 1.5ppt from June’s projection of 1.7%.
Real GDP growth has also been revised down to 1.2% (-0.5ppt) and 1.7% (-
0.2ppt) over 2023-2024. Recovery in the labour market may not be as solid
as that projected in June, with the unemployment rate expected to ticked
slightly up to 3.8%in 2022 (+0.1ppt), 4.4% (+0.5ppt) in 2023 and 4.4% in 2024
(+0.3ppt). Meanwhile, the keenly watched core PCE was being revised higher
by 0.2ppt and 0.4ppt for this and next year, to 4.5% and 3.1% respectively.

US housing data showed mixed signals:

Existing home sales fell at a slower than expected pace of 0.4% m/m to
4.80m units in August (Jul: -5.7% m/m), marking its 7™ straight month of
decline and the longest losing streak since 2007. Higher mortgage rates and
elevated home prices are curbing demand for housing. Median house prices
rose 7.7% y/y (Jul: +10.8%) and 30Y mortgage rates surged to a 14-year high
at 6.25%, up from July’s 6.01% and doubling from last year’s levels.
Properties took a longer time to sell (average of 16 days compared to 14 days
in July), a sign of a softer housing market.

Weekly MBA mortgage applications however rebounded to increase 3.8%
for the week ended 16-Sept (prior: -1.2%), snapping five straight weeks of
losses. This was led by a strong turnaround in refinancing (+10.4% vs -4.2%)
and reinforced by further gains in new purchases (+1.0% vs +0.2%).

New Zealand trade deficit widened; consumers turned less pessimistic:
Trade deficit widened to NZS$S2.45bn in August, up substantially from the
NZS$1.4bn deficit a month ago as exports fell 13.7% m/m while imports
increased 2.2% m/m. Exports to China, Japan and EU declined, wiping out
gains to the US and Australia.

Westpac consumer confidence showed a marked improvement to 87.6 in
3Q, from the record low of 78.7 in 2Q. It however remained below the 100
threshold signalling prevailing pessimism for the fourth straight quarter as
households struggled with higher inflation and increase in borrowing costs.
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House View and Forecasts

FX This Week 3Q-22 4Q-22 1Q-23 2Q-23
DXY 108-112 106.00 105.00 103.00 102.00
EUR/USD 0.99-1.01 1.02 1.03 1.05 1.04
GBP/USD 1.14-1.17 1.21 1.22 1.24 1.23
usD/IPY 140-145 138.00 135.00 133.00 132.00
AUD/USD 0.66-0.68 0.67 0.69 0.70 0.70
USD/MYR 4.50-4.55 4.42 4.40 4.38 4.35
USD/SGD 1.40-1.42 1.40 1.38 1.37 1.36
Rates, % Current 3Q-22 4Q-22 1Q-23 2Q-23
Fed 2.25-2.50 3.00-3.25 4.25-4.50 4.25-4.50 4.25-4.50
ECB -0.50 1.25 2.75 2.75 2.75
BOE 1.75 2.25 3.25 3.25 3.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 1.85 2.35 3.10 3.10 3.10
BNM 2.25 2.50 2.50 2.75 2.75

Source: HLBB Global Markets Research

Up Next

Date Events Prior

22/09  JN Nationwide Dept Sales YoY (Aug) 9.60%
HK CPI Composite YoY (Aug) 1.90%
UK Bank of England Bank Rate 1.75%
US Initial Jobless Claims (17 Sept) 213k
US Leading Index (Aug) -0.40%
EC Consumer Confidence (Sep P) -24.9
US Kansas City Fed Manf. Activity (Sep) 3
JN BOJ Policy Balance Rate -0.10%

23/09 AU S&P Global Australia PMI Services (Sep P) 50.2
AU S&P Global Australia PMI Mfg (Sep P) 53.8 Hong Leong Bank Berhad
UK GfK Consumer Confidence (Sep) -44 Fixed Income & Economic Research, Global
MA CPI YoY (Aug) 4.40% Markets
SI CPI YoY (Aug) 7.00% Level 8, Hong Leong Tower
MA Foreign Reserves (15 Sept) $108.2b 6, Jalan Damanlela
EC S&P Global Eurozone Manufacturing PMI (Sep P) 49.6 Bukit Damansara
EC S&P Global Eurozone Services PMI (Sep P) 49.8 50490 Kuala Lumpur
UK S&P Global/CIPS UK Manufacturing PMI (Sep P) 473 FTae)i 2833821 ;;gé
UK S&P Global/CIPS UK Services PMI (Sep P) 50.9
US S&P Global US Manufacturing PMI (Sep P) 51.5 HLMarkets@hlbb.hongleong.com.my
US S&P Global US Services PMI (Sep P) 43.7

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.




