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Global Markets Research

Daily Market Highlights

1 Sept: All eyes on US nonfarm job data tonight

US equities halted extended gains; UST yields and DXY closed higher ahead of NFP
US core PCE rose as expected; no change to Fed rate pause expectations in September
Mixed China PMIs continued to spell growth challenges ahead

Key Market Metrics

fell 2bps to 4.86%. European bond yields saw bigger moves between 6-
8bps.

DXY halted three days of pullback to settle 0.5% d/d higher at 103.63,
about 10pips off the intraday high of 103.74 as the USD advanced against
all G10s save for the JPY and commodity currencies. On the contrary, Asian
currencies strengthened against the USD by and large, led by CNY, THN
and PHP. The SGD weakened 0.1% d/d to 1.3512 while the MYR last traded
0.2% stronger at 4.6385 prior to the holiday.

e USequities shrugged off the higher opening with the Dow and the broader Level d/d (%)
S&P500 closing the day in the red while the NASDAQ settled just above  Equities
the flatline and off the day highs. This marked the first decline in the Dow  Dow Jones 34,721.91 -0.48
and S&P500 in five days, and the first monthly decline in six months forall  s&p 500 4,507.66  -0.16
the three US benchmark stock indices. Gains spurred by firming NaspaQ 14,034.97 0.11
expectations that the Fed will leave rates unchanged following a mixed  sioyx Eur 600 45819  -0.20
bag of economic indicators including softening labour market and  1qr 100 743913 -0.46
expected increase in core PCE were pared as investors shifted their focus Nikkei 225 32,713.27 0.29
to nonfarm payroll tonight. Fed-dated OIS pricing for a September hike Hang Seng 18,382.06  -0.55
remained little changed at a mere 12%. Fed President Bostic commented o
; . . . . Straits Times 3,233.30 0.41
that policy makers need to be cautious about overtightening risk that
KLCl 30 1,451.94  -0.17
could cause unnecessary harm to the labour market.
Stocks also traded lower in European and Asian session earlier amid EX
lingering China concerns despite piecemeal headlines on targeted el ks 103.62 0.45
measures to revive the China economy and real estate sector. The Eur EUR/USD LS A
Stoxx 600 and FTSE100 fell 0.4-0.5% d/d while in Asia, the Hang Seng and ~ GBP/USD 1.2673  -0.38
CSI 300 lost 0.6% on the day. The Malaysian market was closed for ~ USD/JPY 145.54  -0.48
Independence Day holiday but the benchmark KLCI also shed 0.2% prior ~ AUD/USD 0.6484  0.14
to the holiday. Futures suggest Asian markets are poised for a mixed = USD/CNH 7.2755  -0.38
opening this morning tracking the mixed market performances overnight  USD/MYR 4.6385 0.20
and cautiousness ahead of NFP release tonight. China’s move to reduce USD/SGD 1.3512 0.11
the downpayment for first and second time home buyers, as well as
“encouragement” to reduce lower borrowing costs, may also invite mixed  commodities
responses and not expected to have a significant boost to the dented WTI ($/bbl) 83.63 2.45
sentiments. Meanwhile, Hong Kong markets will be out today in Brent ($/bbl) 86.86 1.16
anticipation of Super Typhoon Saola. Gold ($/02) 1,047.00  -0.36
Global sovereign bond yields settled lower by and large on the back of Copper (55/MT) 8,422.50 059
some safety flows. UST vyields slipped 1-2bps across led by the 2s, which Al %) AL 0-30
CPO (RM/tonne) 3,812.00  2.20

as at 29 Aug

Source: Bloomberg, HLBB Global Markets Research
Note: KLCI and USDMYR close as at 30 Aug; CPO close




Oil prices closed marginally higher by 0.5-1.0%. WTI closed at $81.71/
barrel while the Brent climbed higher for the 3™ straight day to $86.83/
barrel. Russia’s agreement on further output cut offered a lift,
momentarily provided some relieves over lingering China-related demand
concerns.

US core PCE inched up as expected; but has little impact on Fed policy outlook

Core PCE ticked a notch up to 4.2% y/y in July as expected (Jun: +4.1%
y/y) as it sustained a 0.2% m/m increase, hence did not sway expectations
that the Fed will keep rates on hold at its next FOMC meeting in
September. Fed-dated OIS pricing for a September hike was little changed
at a mere 12%.

Tracking the upward revision in private consumption for 2Q, from +1.6%
q/q to +1.7% q/q, personal spending accelerated to 0.8% m/m in July
(Jun: +0.6% m/m upwardly revised), supported by a still healthy labour
market and easing inflation. On a less positive note, personal income
unexpectedly rose at a slightly slower pace of 0.2% m/m in July (Jun:
+0.3% m/m), which could translate into slower spending growth ahead.
On the job market front, although initial jobless claims reported a
surprised decline of 4k to 228k for the week ended 26-August (prior: 232k
revised), continuing claims increased more than expected to 1725k (prior
1697k). This somewhat ties with recent telltale signs of a softening labour
market. A day earlier, ADP job gains disappointed with just a 177k gain in
August, missing the 195k expected. Expectation is tonight’s NFP print will
also show a lower reading.

Eurozone CPI and jobless rate held steady at 5.3% and 6.4% respectively

CPI estimate bucked expectations for a deceleration to 5.1% y/y and held
steady at 5.3% y/y in August instead. This came on the back of a bigger
than expected rebound m/m to +0.6% (Jul: -0.1% m/m) shored up by a
3.2% m/m jump in energy prices. Core CPI however eased to 5.3% y/y in
August as expected (Jul: +5.5% y/y), supporting the case for ECB to stay
on hold.

Jobless rate meanwhile stabilized at a historical low of 6.4% in July as
expected, a level unchanged since April, suggesting the jobless rate may
have bottomed.

China PMI manufacturing surprised with an uptick but remained
contractionary; non-manufacturing weakened for a 5" straight month

PMI manufacturing staged a surprised uptick to 49.7 in August (Jul: 49.3),
thanks to improvements in output and new orders. On the contrary, non-
manufacturing PMI pulled back more than expected to 51.0 in August (Jul:
51.5), dragged by new orders and business expectations.

Extended contractions in manufacturing PMI for a 5% straight month,
coupled with five consecutive months of decelerating momentum in non-
manufacturing PMI, continued to spell headwinds for the China economy
going forward.
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House View and Forecasts

FX This Week 30-23 40-23 10-24 20-24
DXY 101-106 102 101 100 L]
EUR/USD 1.06-1.10 111 1.12 114 1.12
GEBP/USD 1.24-1.29 129 1.31 133 1.30
USD/IPY 142-148 141 139 136 133
AUD/USD 0.63-0.66 0.67 0.68 0.68 0.69
USD/MYR 4.58-4 .68 469 464 460 455
UsD/5GD 1.34-1.37 1.35 1.34 133 1.33
Rates, % Current 30-23 40-23 10-24 20-24
Fed 5.25-5.50 5.25-5.50 525550 5.00-525 450-4.75
ECB 4215 4.25 425 4.25 4.00
BOE 5.25 5.50 5.50 5.50 5.00
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 4.10 4.35 4.35 4.35 4.35
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
1Sep US Change in nonfarm payroll (Aug) 187k
US jobless rate (Aug) 3.5%
US average hourly earnings MOM (Aug) 0.4%
US ISM manufacturing (Aug) 46.4
US PMI manufacturing (Aug) 47.0
EU PMI manufacturing (Aug F) 43.7
UK PMI manufacturing (Aug F) 42.5
SG PMI (Aug) 49.8

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.




