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Global Markets Research
Daily Market Highlights

25 Oct: US Stocks notched second day of gains

Investors look to tech stocks earnings, ECB and BOJ policy meets this week
Hang Seng and CSI 300 plunged on a stark rebuke to President Xi
China’s delayed released of 3Q GDP growth beat forecast at 3.9%

e The three major US stock indices closed higher d/d as traders tried to add Key Market Metrics

to sharp gains seen last week and weighed the latest moves in rates. The Level did (%)
Dow Jones Industrial Average added 1.3% d/d, the S&P 500 gained about  Equities
1.2% while the Nasdaq Composite advanced nearly 0.9% d/d. Investors will  pow Jones 31,499.62 1.34
watch for earnings from Big Tech names. Results for Alphabet and ¢gp 509 3,797.34 1.19
Microsoft are out Tuesday. Apple and Amazon are due Thursday. Hong NASDAQ 10,052.61 0.86
Kong stocks and mainland China markets, on the other hand, fell sharply on S e (T 401.84 1.40
Monday a stark rebuke of President XlI Jinping’s move to stack his TS 100 7,013.99 e
leadership ranks with loyalists. Hang Seng plunged 6.4% d/d while CSI 300
spiralled down 2.9% d/d. L deEh g 26,974.90 0.31
Hang Seng 15,180.69  -6.36
e US Treasuries cheapened, and relinquished overnight gains given the pick-  Straits Times
up in risk appetite and ahead of the auction. The 10-year Treasury yield  KLCI 30 1,446.42 0.6
ticked higher by 2bps, trading at 4.24%, while the 2-year yield added 3bps
t0 4.51%. EX
Dollar Index 11199 -0.02
e The Dollar Index, meanwhile, were largely unchanged at 111.99. The British EUR/USD 0.9874 0.12
pound fell 0.2% d/d against USD after it was announced that Rishi Sunak D 1.1278 022
would be the new U.K. prime minister. Over in Asia, the Japanese yen
. . oo . USD/IPY 148.91 0.85
renewed its depreciation despite intervention. JPY weakened 0.9% d/d to
148.91. The ringgit, on the other hand, continued to slide against the dollar, AUD/USD 0.6312 .05
breaching the all-time low that was recorded during the Asian Financial ~USD/CNH s s
Crisis in 1998 on Friday. Ringgit closed 0.2% weaker against the USD at  USD/MYR 473871  0.23
4.7387 on Friday. USD/SGD 14224 0.51

e Commodity prices were in the red. Oil were lower in as data showing .. cdities

demand from China remained lackluster in September and a strong US. ($/bbl) 8458  -055
dollar weighed, while weakening U.S. business activity data eased

. . . . L . Brent (S/bbl) 93.26 -0.26
expectations for more aggressive interest rate hikes and limited price
i i - Gold ($/oz) 1,648.70  -0.14
decline. The prices for the West Texas Intermediate and the Brent edged - 556.00 056
down marginally by 0.6% d/d and 0.3% d/d to $84.58/barrel and CoPPer(S5/MT) P -
$93.26/barrel respectively. Gold prices were also down 0.1% d/d Aluminum($/MT) 2,175.00  -1.41
CPO (RM/tonne) 3,992.50 -0.09
US Chicago Fed flat, S&P PMI Composite declined to 47.3 Source: Bloomberg, HLBB Global Markets Research

e The Chicago Fed National Activity Index (CFNAI) was unchanged at +0.10 in
September. Two of the four broad categories of indicators used to
construct the index made positive contributions in September, but two
categories deteriorated from August. The index’s three-month moving
average, nevertheless, moved up to +0.17 in September from +0.04 in
August.




The S&P headline Flash US PMI Composite Output Index, on the other
hand, declined to 47.3 in October (September: 49.5). With the exception of
the initial pandemic period, the rate of decrease was the second-fastest
since 2009. The Services Business Activity Index stood at 46.6 in October,
down from 49.3 in September, to indicate a solid decline in service sector
output. The Manufacturing PMI, meanwhile, turned negative at 49.9, down
from 52.0 in September. While output in manufacturing remains more
resilient for now, October saw a steep drop in demand for goods, meaning
current output is only being maintained by firms eating into backlogs of
previously placed orders. Clearly this is unsustainable absent of a revival in
demand, and it’s no surprise to see firms cutting back sharply on their input
buying to prepare for lower output in coming months.

Euro consumer confidence picked up to -29, Composite output fell to 47.1
The bloc of 19 countries, which ran a current account surplus for years
before Russia's war in Ukraine, recorded an adjusted deficit of €26.3bn in
August after a €19.9 bn deficit a month earlier. The deficit in goods were
the main contributor as Russia-Ukraine conflict pushed up its import bill for
raw materials.

In October, flash estimate of consumer confidence indicator picked up by
0.6 points in the EU and 1.2 points in the euro area to -29.0 and -27.6
respectively, Consumer confidence remains very close to the record low it
hit in September.

The flash S&P Global Eurozone PMI Composite Output Index fell to 47.1 in
October, lowest since April 2013. Manufacturing led the downturn at 46.6,
with factory output declining for a fifth month running and slumping at a
rate not seen prior to the pandemic since July 2012. Service sector output
also fell for a third consecutive month, contracting to a degree not
witnessed outside of pandemic lockdowns since May 2013 at 48.2. Any
growth was confined to technology, industrial services and pharmaceuticals
& biotech firms. Some of the steepest downturns were seen in the chemical
& plastics and basic resource sectors, often reflecting high energy
dependencies.

UK retail sales and Composite PMI fell, consumer confidence up

Retail sales volumes fell by 1.4%m/m in September, making them 1.3%
below pre-COVID February 2020 levels. While retailers continue to mention
the effect of rising prices and the cost of living on sales volumes, sales were
also affected by the bank holiday for the State Funeral of Her Majesty
Queen Elizabeth Il. Food store sales volumes fell by 1.8% m/m while
automotive fuel sales volumes fell by 1.3% m/m.

GfK Consumer Confidence Index increased 2 points in October to -47. Three
measures were up, one was flat and one decreased m/m. More specifically,
the forecast for personal finances over the next 12 months increased 6
points to -34 but is 35 points lower y/y. Expectations for the general
economic situation over the coming 12 months improved by 7 points to -61,
although this is still 35 points lower y/y. The Major Purchase Index fell 3
points m/m to -41, while the Savings Index is up 2 points m/m to +13. This
is 9 points lower y/y.

October's flash UK PMI Composite Output data showed the pace of
economic decline gathering momentum after the recent political and
financial market upheavals. The index fell to its 21-month low of 47.2, with
Services PMI Business Activity Index at 47.5 and Manufacturing PMI at 45.8.
The heightened political and economic uncertainty has caused business
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activity to fall at a rate not seen since the global financial crisis in 2009 if
pandemic lockdown months are excluded. GDP therefore looks certain to
fall in 4Q after a likely 3Q contraction, meaning the UK is in recession.

Japan inflation hit 3%

Japan’s inflation hit 3.0% for the first time in over 3 decades in September.
Core prices, which exclude fresh food, also rose 3.0% y/y, matching
consensus estimate and highest since 1991. While energy remained the
biggest contributor to inflation, gains in processed food and household
durable goods were accelerated inflation for the month.

At Flash Composite Output Index, October: 51.7 (September Final: 51.0),
Flash Services Business Activity Index at 53.0 (September Final: 52.2) and
Flash Manufacturing Output Index at 48.7 (September Final: 48.3), latest
flash PMI data pointed to a further improvement in Japan’s private sector
economy in October as the recent easing in international border
restrictions and the launching of the Nationwide Travel Discount
Programme boosted activity levels and order book volumes. The
manufacturing sector, however, continued to struggle in the face of weak
demand conditions and severe cost pressures.

China growth beat expectations at +3.9% y/y

In 3Q 2022, China’s GDP grew at a faster pace of 3.9% y/y, beating
expectations of +3.3% y/y but a rebound from a flattish growth of 0.4% y/y
in 2Q when Shanghai was still in a lockdown. The monthly indicators,
meanwhile, pointed to mixed economic picture in September. Growth in
retail sales grew a mere 2.5% y/y, halving from +5.4% y/y in August and
below consensus estimate’s 3.0% y/y as sales were seen slower in most
segments with the exception of automobile. Unemployment also edged up
slightly by 0.2ppts m/m to 5.5% in September. Export growth slowed to
+5.7% y/y in September from +7.1% y/y in August. Home prices,
meanwhile, fell 0.3% m/m and 2.3% y/y while residential property sales
plunged 28.6% YTD. On the other hand, industrial production rose by 6.3%
y/y, well above the +4.8% y/y consensus estimate. Fixed asset investment
rose by 5.9% y/y for the Jan-Sept period, mainly in line with expectations.

Hong Kong Inflation hit highest since 2015 at +4.4% y/y

Hong Kong’s consumer prices jumped in September to 4.4% y/y, the highest
in seven years. This is above consensus estimate’s +4.1% y/y and more than
doubled August’s +1.9% y/y. Price of food, clothing and energy-related
items rose, but price pressures for other major areas were broadly in check.
Going forward, import prices will continue to rise, but mild domestic cost
pressures should keep overall inflation moderate in the near term.

Australia’s PMI contracted for the first time in 9 months

The S&P Global Flash Australia Composite Output Index fell from 50.9 in
September (final reading) to 49.6 in October. This signalled that the private
sector shrank for the first time in nine months. Both demand and output
declined for the month, while the level of work outstanding simultaneously
eased. The labour market remained tight, however, as firms continued to
hire at a solid pace. Meanwhile price pressures persisted, in part
contributing to lower private sector confidence in October.

New Zealand trade narrowed as exports outpaced imports

New Zealand’s trade deficit narrowed to NZS$1.6bn in September from a
revised -NZS$S2.6bn the prior month. Exports turned around to grow by
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13.8% m/m (August -16.5% m/m) and 37.1% y/y (August: 21.3% vy/y),
outpacing the decline in imports at -3.5% m/m and +16.4% y/y. Stronger
export growth was recorded in shipment to China (+31.2% vy/y), Japan
(+41.8% y/y) and Australia (+32.6% y/y).

Vietnam raised policy rates by 100bps

Vietnam's central bank said it would raise its policy rates by 100bps, the
second increase in a month, in a move to head off inflation risks, maintain
stability and protect its banking system. Effective Tuesday, the refinancing
rate will be increased to 6.0% and the discount rate to 4.5%, the State Bank
of Vietnam (SBV) said in a statement. The central bank said global inflation
remains high and the U.S. Federal Reserve had raised its rates five times
recently, with more hikes expected this year and in 2023. This, coupled with
the strengthening of the dollar, has put pressure on domestic interest rates
and exchange rate, The SBV said it would closely monitor local and overseas
markets to timely manage measures and monetary tools. It said it was
willing to intervene in monetary and foreign currency markets to meet
financial institutions' liquidity needs. The SBV said it would also raise the
cap on dong deposit rates at commercial banks by 50bps to 100bps
depending on maturities.

Malaysia inflation rate eased to +4.5% y/y, reserves fell to US$104.5bn

Malaysia's inflation rate eased slightly to +4.5% y/y in September as food
prices increased at a slower rate. This is compared to August’'s +4.7% y/y
and is below consensus estimate’s +4.6% y/y. On a m/m basis, inflation
moderated to 0.1% (August: +0.2% m/m). Food inflation increased at a
slower rate of 6.8% y/y (August+7.2% y/y), while housing, water, electricity,
gas and other fuels inflation also grew at a slower pace of +4.0% y/y. Core
CPI, which excludes volatile items like fresh food as well as administered
prices of goods by the government, however, increased at a faster y-o-y
pace at 4.0% y/y.

Malaysia’s foreign reserves fell by USS1.6bn from a fortnight before to
US$104.5bn as at 14 October. The reserves position is sufficient to finance
5.5 months of imports and is 1.1 times of the total short-term external
debt.

House View and Forecasts

This Week 4Q-22 1Q-23 2Q-23 3Q-23
DXY 111-115 115.00 112.70 110.45 110.00
EUR/USD 0.96-0.99 0.95 0.97 0.98 0.98
GBP/USD 1.10-1.15 1.10 1.10 1.11 1.12
USD/JPY 148-153 147.00 146.00 145.00 144.00
AUD/USD 0.61-0.64 0.62 0.63 0.64 0.64
USD/MYR 4.70-4.75 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
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
-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
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Up Next
Date Events Prior
25-Oct SI CPI YoY (Sep) 7.50%
JN Nationwide Dept Sales YoY (Sep) 26.10%
JN Machine Tool Orders YoY (Sep F) 4.3%
HK Exports YoY (Sep) -14.30%
US FHFA House Price Index MoM (Aug) -0.60%
US S&P Corelogic CS US HPI YoY NSA (Aug) 15.77%
US Conf. Board Consumer Confidence (Oct) 108
US Richmond Fed Manufact. Index (Oct) 0
25-31 Oct VN CPI YoY (Oct) 3.94%
VN Industrial Production YoY (Oct) 13.00%
VN Exports YoY (Oct) 10.30%
VN Imports YoY (Oct) 6.40%
VN Trade Balance (Oct) $1140m
VN Retail Sales YoY (Oct) 36.10%
26 Oct JN PPI Services YoY (Sep) 1.90%
NZ ANZ Activity Outlook (Oct) -1.8
NZ ANZ Business Confidence (Oct) -36.7
AU CPI YoY (3Q) 6.1%
Sl Industrial Production YoY (Sep) 0.50%
IN Leading Index CI (Aug F) 100.9
JN Coincident Index (Aug F) 101.7
US MBA Mortgage Applications (21-Oct) -4.5%
US Advance Goods Trade Balance (Sep) -$87.3b
US Wholesale Inventories MoM (Sep P) 1.30%
US Retail Inventories MoM (Sep) 1.40%
US New Home Sales (Sep) 685k
US New Home Sales MoM (Sep) 28.80%

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.




