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28-July: Fed raised rates by 75bp for the second time

US stocks rallied, treasury yields & dollar fell after the Fed’s announcement

Chair Powell does not think the US economy is in recession

Oil surged on falling US crude stockpiles, record high crude exports

US stocks rallied while bond yields and dollar fell after the Federal Reserve
raised rates by 75bps in a widely expected move to curb the US’ red-hot
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the job market remains strong.

e Chair Powell reiterated the central bank’s resolve to curb inflation, saying
that it will look for “compelling evidence that inflation is moving down,
consistent with inflation returning to 2%”. He mentioned that “another
unusually large increase could be appropriate at our next meeting” but this
decision will be based on incoming data and via a meeting-by-meeting
approach. He said that “as the stance of monetary policy tightens further, it
likely will become appropriate to slow the pace of increases”.

e When asked whether the US is in a recession, Powell said that he does not
think the US is currently in a recession, as “there are just too many areas of
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the economy that are performing too well”, in particular the labour market.
He acknowledged that growth is slowing but the labour market data are
incredibly strong, citing remarkably strong payrolls, near-50Y low
unemployment rate and “very strong” wage measures. He said “it doesn’t
make sense that the economy would be in a recession”.

US durable goods and exports data beat expectations; housing indicators
weakened:

On the data front, US durable goods orders rose 1.9% m/m in June according
to a preliminary reading (May: +0.8%), besting the forecast for a 0.4%
decrease. The growth in the core capital orders, a gauge of business capex,
also beat expectations at 0.5% m/m (May: +0.5%).

Goods trade deficit narrowed from $104.0b to $98.2b in June, as exports
rose 2.5% m/m to record high while imports fell 0.5% m/m. The same report
shows wholesale inventories climbing 1.9% m/m (May: +1.9%) and retail
inventories picked up 2% m/m (May: +1.6%). Both readings are solid and
better than expected, despite words that businesses are slowing.

Housing data do not fare as well. Mortgage applications fell 1.8% w/w for
the week ended 22 July, extended from the 6.3% decline prior. Pending
home sales were down sharply in June, indicating weaker existing sales
ahead. The number of contracts signed fell 8.6% m/m, versus the 1%
expected fall (May: +0.4%). The reading is stacking up evidence that the US
residential housing market is cooling further.

Australia’s inflation weaker than expected:

Australia’s CPI inflation readings came in weaker than expected, reducing
the nascent expectations that the RBA could raise its key interest rate by
75bps at its upcoming August meeting. The headline CPI rate rose to 6.1%
y/y in the second quarter, from 5.1% y/y in the first quarter but lower than
the consensus forecast of 6.3%. The trimmed mean CPI rate also accelerated
to 4.9% y/y (1Q: +3.7%), versus the expected 4.7% y/y. Price pressure was
broad-based throughout the quarter, led by more expensive food/non-
alcoholic beverages, transportation, housing and household furnishings.

China’s industrial profits rose in June:

China’s industrial profits rose 0.8% y/y in June, following the 6.5% decline in
May. This is the first positive reading for 2022 as data for January to March
were not available this year. The modest recovery followed the reopening
of Shanghai which allowed factories to resume operations.

House View and Forecasts

FX This Week 3Q-22 4Q-22 1Q-23 2Q-23
DXY 106-108 106.00 105.00 103.00 102.00
EUR/USD 1.00-1.03 1.02 1.03 1.05 1.04
GBP/USD 1.18-1.20 1.21 1.22 1.24 1.23
AUD/USD 0.68-0.70 0.67 0.69 0.70 0.70
usD/JPY 136-138 138.00 135.00 133.00 132.00
USD/MYR 4.45-4.47 4.42 4.40 4.38 4.35
USD/SGD 1.38-1.39 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 1.25 1.75 2.00 2.00 2.00
RBA 1.35 1.60 1.85 1.85 1.85
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
BNM 2.25 2.50 2.75 2.75 2.75
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Up Next

Date Events Prior

28/07  NZ ANZ Business Confidence (Jul) -62.6
AU Retail Sales MoM (Jun) 0.9%
EC Economic Confidence (Jul) 104.0
US GDP Annualized QoQ (2Q A) -1.6%
US Initial Jobless Claims (23 Jul) --
US Kansas City Fed Manf. Activity (Jul) 12.0

29/07  NZ ANZ Consumer Confidence Index (Jul) 80.5
JP Jobless Rate (Jun) 2.6%
JP Job-To-Applicant Ratio (Jun) 1.24
JP Retail Sales MoM (Jun) 0.7%
JP Industrial Production MoM (Jun P) -7.5%
VN CPI YoY (Jul) 3.4%
VN Industrial Production YoY (Jul) 11.5%
VN Exports YoY (Jul) 20.0%
VN Retail Sales YoY (Jul) 27.3%
EC CPI Estimate YoY (Jul) 8.6%
EC GDP SA QoQ (2Q A) 0.6%
US Personal Income (Jun) 0.5%
US Personal Spending (Jun) 0.2%
US PCE Core Deflator YoY (Jun) 4.7%
US MNI Chicago PMI (Jul) 56.0
US U. of Mich. Sentiment (Jul F) 51.1

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.




