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 7 September 2023 
Global Markets Research 

Daily Market Highlights 

7 Sep: Upbeat US ISM services reignited rate hike fears 

Wall Street in the red; 2Y UST yields topped 5.00%; DXY rallied to a 6-month high  

JPY hit 147.82 – its weakest in 10 months prompting verbal warning from officials 

GBP weakened after BOE Governor Bailey said interest rates are “near the top of the cycle” 
 

• A much stronger than expected ISM Services and trade data revived Fed rate 

hike fears, sending UST yields and DXY higher. US equities settled another day 

in the red. The Dow Jones Industrial Average sank 0.6% d/d, the S&P 500 fell 

0.7% d/d while Nasdaq shed 1.1% d/d. Large tech stocks, including Nvidia and 

Apple lost grounds, with the latter also weighed down by new Chinese 

government’s restrictions on the use of Apple devices. 

 

• European markets extended its losing streak as investors stayed cautious after 

its series of weak economic data recently. Stoxx Eur 600 ended 0.6% d/d 

lower, while FTSE 100 dipped 0.2% d/d.  Asian markets closed mixed with 

Nikkei 225 closing 0.6% d/d higher, but Hang Seng and CSI 300 fell in tune to 

0.1%-0.2% d/d each. Nonetheless, Chinese property stocks surged after 
Country Garden dodged a default with overdue payment, with Evergrande 

leading the charge at +82.9% d/d. 

 

• 2Y UST yields rose 6bps to 5.02% as traders fretted over the potential for more 

Fed rate hikes. The 10Y edged up by 2bps to 4.28%.  10Y European bond yields 

increased between 1-6bps.  

 

• USD climbed to a 6-month high, with the DXY last up 0.1% d/d to 104.86 after 

hitting 105.02 earlier. EUR and GBP fell to their three-month lows, with the 

former closing up 0.1% d/ but the latter down 0.5% d/d respectively. GBP was 

weighed down by BOE governor Andrew Bailey’s comments that the interest 

rates are probably “near the top of the cycle.” In Asia, JPY closed flattish at 

147.66 after hitting 147.82, its lowest since Nov 4, prompting Masato Kanda, 

vice finance minister for international affairs warning that Japan won’t rule 

out any options if FX moves continue. CNH, MYR and SGD depreciated 0.2% 

d/d each to close at 7.3208, 4.6757 and 1.3636. 

 

• Crude oil hovered around their 10-months highs, with the West Texas 

Intermediate gaining 1.0% d/d to $87.54/barrel and Brent up 0.6% d/d to 

$90.60/barrel after OPEC+ leaders extended supply cuts. 

 
US ISM Services Index improved to 54.5; Mortgage applications fell to its 

lowest since 1996 

• The ISM Services Index unexpectedly improved to 54.5 in August (July: 52.7). 

This, coupled with accelerated expansion in the new orders, employment sub-

indices as well as positive sentiment amongst the majority of panellists 

suggests sustained growth for this sector. Of note, the price index also picked 

up during the month by 2.1ppts. The ISM Services Index is in contrast with the 
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0.5ppts downwards revision in the final S&P Global Services PMI to 50.5 for 

the same month (July: 52.3). 

• Trade deficit widened less than expected to $65.0bn in July (June: $63.7bn), 

as both exports and imports registered positive growths of 1.6% m/m and 

1.7% m/m respectively (June: 0 and -1.0% m/m).  The former was supported 

by demand for industrial supplies and autos, while imports gained on 

consumer goods, especially for cell phones and household goods, as well as 

capital equipment. Of note, July marks the second consecutive month of 

improvement for imports of consumer goods (+4.1% m/m and July: +0.7% 

m/m), an encouraging sign for consumer spending. 

• Mortgage applications declined 2.9% w//w for the week ended Sep 1 (Aug 25: 

+2.3% w/w) to its lowest level since December 1996. This is despite a drop in 

mortgage rates. Both purchase and refinance applications fell, with the 

purchase index hitting a 28-year low, as prospective buyers remain on the 

sidelines due to low housing inventory and elevated mortgage rates. The 30Y 

fixed mortgage rate decreased to 7.21% last week, but remained more than 

1ppts higher y/y. 

• Key highlights from the Beige Book include: 1) Economic growth was modest 

in Jul-Aug, with consumer spending on tourism stronger than expected. 2) 

Retail spending continued to slow, especially on non-essential items. Some 

districts reported that consumers may have exhausted their savings and are 

relying more on borrowing to support spending. 3) Most consumer loan 

balances rose and some Districts reported higher delinquencies. 4) New 

orders were stable or declined as demand for manufactured goods waned. 4) 

Inventory of homes for sale remained constrained, but multiple districts 

noted that construction of affordable housing units was challenged by higher 

financing costs and rising insurance premiums.  

 

Eurozone’s retail sales recorded first m/m contraction in 4 months 

• Retail sales contracted by 1.0% y/y in July (June: downwardly revised -1.0% 

y/y), marking a poor start for 3Q. Qn a m/m basis, sales matched expectations 

and recorded its first contraction since March at 0.2%, driven by sales of 

automotive fuel. By region, the decline was mainly driven by northern 

economies such as Germany, Netherlands, Belgium and Ireland, while France 

and Spain saw improved sales. 

 

Australia’s economy grew by 2.1% y/y and 0.4% q/q in 2Q 

• 2Q GDP decelerated less than expected to +2.1% y/y (1Q: upwardly revised 

+2.4% y/y) and growth held steady at +0.4% q/q. This marks the 7th 

consecutive quarterly increase in growth, while the year-on-year growth 

remained above trend. Exports and investment were the primary contributors 

to q/q growth, partly offset by changes in inventories, with easing supply 

chain constraints and improved weather driving trade in goods and changes 

in inventories. Household spending slowed further to +0.1% q/q, as higher 

inflation and interest rates saw consumers shifting away from discretionary 

spending towards essentials. The exception was spending on vehicles which 

rose 5.8% q/q as supply bottlenecks eased. 

 

House View and Forecasts 
FX This Week 3Q-23 4Q-23 1Q-24 2Q-24 

DXY 101-105 102 101 100 99 

EUR/USD 1.07-1.10 1.11 1.12 1.14 1.12 

GBP/USD 1.25-1.29 1.29 1.31 1.33 1.30 

USD/JPY 142-147 141 139 136 133 
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AUD/USD 0.63-0.67 0.67 0.68 0.68 0.69 

USD/MYR 4.57-4.66 4.69 4.64 4.60 4.55 

USD/SGD 1.33-1.37 1.35 1.34 1.33 1.33 

      

Rates, % Current 3Q-23 4Q-23 1Q-24 2Q-24 

Fed 5.25-5.50 5.25-5.50 5.25.5.50 5.00-5.25 4.50-4.75 

ECB 4.25 4.25 4.25 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 4.10 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 

7-Sep AU Exports MoM (Jul) -2% 
 JN Leading Index CI (Jul P) 108.9 
 MA BNM Overnight Policy Rate  3.00% 
 MA Foreign Reserves  $112.2b 
 EC GDP SA QoQ (2Q F) 0.30% 
 EC Employment QoQ (2Q F) 0.20% 
 US Initial Jobless Claims 228k 
 CH Exports YoY (Aug) -14.50% 
8-Sep JN Real Cash Earnings YoY (Jul) -1.60% 
 JN GDP Annualized SA QoQ (2Q F) 6.00% 
 JN Bank Lending Ex-Trusts YoY (Aug) 3.30% 
 JN Eco Watchers Survey Outlook SA (Aug) 54.1 
 US Wholesale Trade Sales MoM (Jul) -0.70% 

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. 


