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Global Markets Research

Daily Market Highlights

29 Nov: Stocks in red on China’s social unrest, Fed speaks

China slashed RRR by 25bps wef 5-Dec; industrial profits saw bigger decline
Commodity prices hit by prospect of slower China economy
Malaysia’s inflation rate moderated, but core continued ticking up

e  Global stocks pulled back on Monday after rare protests erupted across China  Key Market Metrics

over the weekend amid growing unrest over the country’s zero-Covid policy. Level did (%)
In the US, the three major stock indices fell between 1.5-1.6% d/d. Shares of  Equities
companies with big production facilities in China were under pressure. Apple  pow Jones 33,849.46  -1.45
lost 2.6% d/d after Bloomberg reported that unrest at a factory in China could  ggp 509 3,963.94  -1.54
mean 6m fewer iPhone Pro units for the year. Stocks also sank as Federal  \aspaq 11,049.50  -1.58
Reserve officials stressed that more rate hikes are coming. St. Louise e B T 43785 065
President James Bullard said markets maybe underestimating the chances of o 747402 017
higher rates while his New York Counterpart John Williams noted that policy Nikkei 295 2816283 042
makers have more work to do to curb inflation. Shares in Asia-Pacific
retreated, with Hong Kong’s Hang Seng index shedding 1.6% to lead losses, 12M8 e s b
while Stoxx 600 dropped 0.7 % d/d. Straits Times 324006 -0-14
KLCI 30 1,486.54  -1.02
The US Treasury, meanwhile, were little changed as traders await economic
data due this week. The benchmark 10-year Treasury yield was trading under  EX
+1bps at 3.68%. The yield on the 2-year Treasury was at around 4.44%, up  Dollar Index 106.67 0.57
1bps. The slew of economic data releases due include 3Q GDP and ADP’s  EUR/USD 1.0340  -0.53
private business payroll figures on Wednesday, core PCE on Thursday as well  ggp/usD 1.1959  -1.10
as non-farms payroll and unemployment data on Friday. USD/IPY 138.95  -017
AUD/USD 0.6650  -1.50
The unrest also sent the yuan to close 0.7% d/d weaker at 7.2474 per dollar. USD/CNH 7.2474 0.74
The Australian dollar, often used as a proxy for the yuan, slid 1.5% d/d. BT 44838 022
Elsewhere in currency markets, the dollar was last down 0.2% d/d to 138.95
against the yen. As investors flocked to safety, the Dollar Index closed 0.6% USD/5GD 13793 018
d/d up at 106.67, with the greenback appreciating 0.5% d/d against Euro and
1.1% d/d against sterling. Ringgit, meanwhile, closed Friday (25" Nov) 0.2% Commodities
d/d stronger vis-a-vis USD on political clarity in Malaysia as well as a weak ~ WT! ($/bbl) 76.54  -0.01
Dollar post-FOMC minutes. Brent ($/bbl) 82.58  -1.59
Gold ($/0z) 1,740.30 -0.84
The commodity markets are also weighing the bearish aspect of a slowing  copper ($5/MT) 7,980.00  -0.13
Chinese economy. Spot gold fell 0.8% d/d, while in the crude market, Brent  ajuminum($/MT) 2,374.00 0.38
fell by 1.3% d/d, while the West Texas Intermediate (WTI) crude were flat. EU ~ pq (RM/tonne) 4,073.00 1.28

governments, meanwhile, were split on the level at which to cap Russian oil
prices between $65-570 a barrel, with the aim of limiting revenue to fund
Moscow’s military offensive in Ukraine without disrupting global oil markets.

Source: Bloomberg, HLBB Global Markets Research




US Dallas Fed manufacturing activity continued to worsen, albeit at a
slower pace

Growth in Dallas factory activity posted a seventh consecutive negative
reading in October but moved up 5 points to -14.4 and was above consensus
estimate at -21.0. More importantly, the 6-month outlook also showed the
same trend, rising to -17.5 from -21.2 previously, suggestion a still worsening
outlook for the district’s manufacturing sector.

Japan Services prices eased to 1.8%, but Tokyo inflation hits fastest pace
since 1982

October’s Corporate Services Price Index (CSPI), which measures the change
in the price of goods sold by corporations eased slightly to 1.8% y/y (prior
+2.1% y/y previously). Tokyo inflation excluding fresh foods, on the other
hand, rose 3.6% y/y in November, driven by faster pace gains in processed
food prices. This is the quickest since April 1982 and stronger than consensus
estimate’s +3.5% y/y. As it is, there has been transmission of rising producer
prices into rising consumer prices in Japan, partially fuelled by a weak yen.
Nevertheless, the Bank of Japan has said that it views rising consumer prices
at present as transitory and as such, we do not believe that there will be any
change in the monetary stance at this juncture.

Japan's jobless rate, meanwhile, stayed unchanged at 2.6% in October
(consensus 2.5%), while the availability of jobs improved for the tenth
straight month. The jobs-to-applicants ratio stood at 1.35, higher than 1.34
in September and marking its highest since March 2020. With the steady
labour market, retail sales continued to grow albeit at a slower pace of +0.2%
m/m for the same month (vs 1.5% m/m previously and consensus estimate
of +1.0% m/m).

Australia retail sales ended 9-months of gain

Australian retail sales registered its first contraction of 2022 in October as
rising prices and higher interest rates finally seemed to have an impact on
spending, Sales declined 0.2% m/m in October, well under forecasts of a
+0.5% m/m and September’s +0.6% m/m. Sales were down across board
with the exception of food retailing.

China to cut RRR by 25bps from 5-Dec; industrial profit saw bigger decline
The People’s Bank of China (PBOC) said it would cut the reserve requirement
ratio for banks by 25bps wef from Dec. 5. That would lower the weighted
average ratio for financial institutions to 7.8% and release 500bn yuan in
long-term liquidity to prop the economy. The cut, which follows a 25bps
reduction in April, had been widely expected after state media on
Wednesday quoted the cabinet as saying China would use timely reserve
ratio cuts, alongside other monetary policy tools, to keep liquidity reasonably
ample. Provided lenders put the extra funds to work in coming months, this
move is expected to help counter growing pressure on the economy from
widening COVID outbreaks and global slowdown. As it is, sign of a faltering
economy is visible, Profits at industrial firms continued to decline for the
period Jan-Oct, contracting 3.0% y/y (YTD Jan-Sept: -2.3% y/y).

Hong Kong exports fell for the sixth straight month

Hong Kong exports registered its sixth consecutive month of decline, with
overseas shipment falling 10.4% y/y, worse than consensus estimate’s -8.0%
y/y but was an improvement from September’s -9.1% y/y. Imports, also fell
11.9% y/y, also more than consensus estimate’s -6.4% y/y. As it is, the city
state’s exports continued to be weighed down by worsening global outlook
as well as disruption to cross-boundary land transportation to China.
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Consequently, exports to China fell 12.9% y/y while shipments to US and
Japan dropped 19.5% y/y and 24.1% y/y.

Singapore factory output shrank 0.8% as pharma slumped

e Singapore’s manufacturing output shrank for the first time in a year on a
slump in pharmaceuticals production and continued weakness in the
electronics sector. Output fell 0.8% y/y in October (September: +1.6% y/y), a
shade better than consensus estimate’s -1.6% y/y. Specifically, the
pharmaceuticals segment shrank 27.1% y/y due to a different mix of active
ingredients being produced, while the electronics sector saw output drop,
albeit narrower than the previous 2 months at -0.7% y/y (-5.7% vy/y in
September and -6/9% y/y in August). As it is, the industry, is facing a slump in
global demand amid macroeconomic headwinds and does not bode well for
Singapore’s 4Q GDP as it accounts for 40% of the export-driven
manufacturing sector.

Malaysia headline CPl moderated but core continued ticking up

e Headline Consumer Price Index (CPI) eased for the second straight month as
expected to 4.0% y/y in October (Sept: +4.5% y/y), confirming that CPI has
seen its peak and will continue to trend lower from here. We noted broadly
easier price gains across all key categories with the exception of food,
education, and recreation & culture. On a m/m basis, the rate of increase in
CPI quickened slightly to 0.2% m/m (Sept: +0.1%). That said, inflationary woes
continue to linger as the core CPl showed no signs of softening. Core CPI
continued to edge higher for the 13th straight month, hitting a fresh record
high at 4.1% y/y in October (Sept: +4.0%). Meanwhile, services CPI also ticked
higher for the 12th straight month, to 4.2% y/y in October (Sept: +4.0%),
adding to signs of higher inflationary pressure stemming from second round
price effects.

While the headline CPI is expected to show a downward trajectory from here,
the overall inflation risk remains tilted to the upside as seen in the core CPI
and services inflation. We will be watching for any further signs of second
round price effects and imported inflation amid a weaker MYR. That said, our
full year CPI of 3.3% remains intact (YTD +3.3%), and is poised to decelerate
back below the 3.0% threshold next year, helped by dissipating base effect
although price stickiness could still impinge on cost of living and consumer
real purchasing power.

House View and Forecasts

FX This Week 4Q-22 1Q-23 2Q-23 3Q-23
DXY 103-108 115.00 112.70 110.45 110.00
EUR/USD 1.00-1.06 0.95 0.97 0.98 0.98
GBP/USD 1.16-1.24 1.10 1.10 1.11 1.12
usD/IPY 135-140 147.00 146.00 145.00 144.00
AUD/USD 0.65-0.69 0.62 0.63 0.64 0.64
USD/MYR 4.43-4.50 4.68 4.64 4.62 4.60
USD/SGD 1.35-1.38 1.45 1.44 1.42 1.40
Rates, % Current 4Q-22 1Q-23 2Q-23 3Q-23
Fed 3.75-4.00 4.25-4.50 5.25-5.50 5.25-5.50 5.25-5.50
ECB 2.00 2.75 2.75 2.75 2.75
BOE 3.00 3.25 3.25 3.25 3.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 2.85 3.10 3.10 3.10 3.10
BNM 2.75 2.75 3.00 3.00 3.00

Source: HLBB Global Markets Research




Up Next
Date Events Prior
29-Nov UK Consumer Credit YoY (Oct) 7.20%
EC Consumer Confidence (Nov F) -25.8
US FHFA House Price Index MoM (Sep) -0.70%
US Conf. Board Consumer Confidence (Nov) 102.5
30-Nov JN Industrial Production MoM (Oct P) -1.70%
NZ ANZ Activity Outlook (Nov) -2.5
NZ ANZ Business Confidence (Nov) -42.7
AU Private Sector Houses MoM (Oct) -7.80%
AU CPI YoY (Oct) 7.30%
CH Manufacturing PMI (Nov) 49.2
CH Non-manufacturing PMI (Nov) 48.7
JN Housing Starts YoY (Oct) 1.00%
EC CPI MoM (Nov P) 1.50%
US MBA Mortgage Applications +2.20%
US ADP Employment Change (Nov) 239k
US Advance Goods Trade Balance (Oct) -$92.2b
US Wholesale Inventories MoM (Oct P) 0.60%
US GDP Annualized QoQ (3Q ) 2.60%
US Core PCE QoQ (3QS) 4.50%
US MNI Chicago PMI (Nov) 45.2
US Pending Home Sales MoM (Oct) -10.20%
US JOLTS Job Openings (Oct) 10717k
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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.




