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16 Oct: Higher growth, smaller fiscal deficit for Malaysia
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MOF: GDP growth of 4%-5%; inflation of 2.1%-3.6%; fiscal deficit of 4.3% for 2024
Risk off sentiment sent US equities down, Treasuries, DXY higher

China’s mixed economic data suggests stabilising, uneven economy

Threats of a broader conflict in the Middle East sent investors flocking to safe

Key Market Metrics

haven’t assets like US Treasuries and gold. US equity indices mostly fell, led by Level did (%)
technology stocks and companies that depended on discretionary spending.  Equities
A slew of strong earnings from JPMorgan, Wells Fargo and Citigroup failed to  Dow Jones 33,670.29 0.12
lift sentiment. Nasdaq plunged 1.2% d/d, while S&P 500 fell 0.5% d/d, Dow  sgp 500 4,327.78 -0.50
Jones managed to eke out a meagre gain of +0.1% d/d. NASDAQ 13,407.23  -1.23
Stoxx Eur 600 449.18 -0.98
* InEurope, Stoxx Eur 600 and FTSE100 slid 1.0% d/d and 0.6% d/d respectively.  rcc 149 7,599.60  -0.59
In Asia, Hang Seng led losses at -2.3% d/d on a still sluggish China inflation and Nikkei 275 32,315.99 0.55
trade data. CSI 300 also fell 1.1% d/d, while Nikkei 225 slipped 0.6% d/d. cs1 300 3,663.41 =
_ ' ' ' Hang Seng 17,813.45 -2.33
e  Risk off sentiment sent the 2Y UST yield down 2bps to 5.05%, while the 10Y
also dropped 9bps to 4.61%. Weighing on the yields were also remarks from Straits Times 318078 oz
Philadelphia Fed President Patrick Harker who said that the central bank can K@ 30 e %02
hold rates where they are. 10 European bond yields fell between 1-5 bps with
the exception of the Swedish and Italian sovereign bonds. EX
Dollar Index 106.65 0.05
e DXY closed slightly higher by 0.1% d/d at 106.65. European currencies EUR/USD 1.0510  -0.17
depreciated between 0.2%-0.3% d/d. Regional currencies closed mixed, with  GBP/USD 1.2143 -0.26
JPY and SGD stronger in tune to 0.1%-0.2% d/d. CNH depreciated by 0.1% d/d, = usD/iPY 149.57 -0.16
while MYR closed 0.4% d/d weaker at 4.7283 post Budget 2024 AuD/USD 0.6296 -0.29
announcement. USD/CNH 7.3133 0.05
USD/MYR 4.7283 0.35
e Prices of gold spiralled up 3.1% d/d, while oil jumped between 5.7%-5.8% USD/SGD 1.3694 -0.05
amid the geopolitical tensions. Nonetheless, the International Energy Agency
has said that risks of disruption to oil supply are limited. Commodities
. . . . . . WTI ($/bbl) 87.69 5.77
Malaysia: Expect slightly higher growth in 2024 and smaller fiscal deficit - -
e In Budget 2024, the Ministry of Finance expects the Malaysian economy to S )
expand between 4%-5.0% in 2024 (2023e: approximately 4.0% y/y), a shade Gold ($/02) :’::Z:z ;1513
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Source: Bloomberg, HLBB Global Markets Research
* Dated as of 12 Oct for CPO

lower than our forecast of +5.1% y/y. Inflation is expected to remain
manageable between 2.1%-3.6% in 2024. This is a wider range than 2023’s
forecast of 2.5%-3.0%, partly attributable to a gradual shift towards targeted
subsidy mechanism.

e Fiscal deficit is expected to narrow to RM85.4bn or 4.3% of GDP in 2024
(2023e: -$93.2bn or -5.0% of GDP) amidst higher revenue collection due to
improving economic activities and lower government expenditure,
particularly due to lower financial commitment with the absence of 1IMDB
bond redemption. Over a longer period, the government remains committed
to rein in its fiscal shortfall, with the budget shortfall expected to narrow

2,199.50 -0.02
3,569.50 0.21
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further to 3.5% of GDP under the Medium-Term Fiscal Framework (MTFF)
2024-2026, based on an average GDP growth of 4.8% and oil price assumption
of $80/ barrel.

US consumer sentiment dipped following two consecutive months of very
little change

e University of Michigan consumer sentiment retreated more than expected to
63.0 in October (Sep: 68.1) as assessments of personal finances and one-year
expected business conditions fell. However, long-run expected business
conditions were little changed, suggesting that consumers believe the current
worsening in economic conditions will not persist. Year-ahead inflation
expectations rose to its highest since May at +3.8% (Sep: 3.2%) while long-run
inflation expectations edged up to 3.0% (Sep: 2.8%).

e Both the import prices and exports prices eased to +0.1% m/m and +0.7%
m/m respectively in September (Aug: +0.6% m/m and +1.1% m/m). The latter
was due to lower agricultural prices while the former due to food, feeds and
beverages, nonfuel industrial supplies and materials, capital goods and cars.

Eurozone’s IPl rebounded on consumer goods

e Industrial production (IPI) jumped more than expected by 0.6% m/m in August
(Jul: -1.3% m/m) although overall output was down 5.1% y/y (Jul: -2.2% y/y).
The stronger than expected m/m number was driven by a rebound in capital
and durable consumer goods. The latter marks the first expansion in 5
months.

China’s exports, financing data above expectations; consumer prices were
flat

e Data from China was mixed, pointing to a stabilising but still uneven economy.
Aggregate financing accelerated more than expected to 4.1 trillion yuan in
September (Aug: 3.1 trillion yuan), on the back of rapid issuance of
government bonds to fund infrastructure projects and stronger mortgage
lending. The contraction in exports also narrowed more than expected to -
6.2% y/y in September (Aug: -8.8% y/y), but sinking imports (-6.2% y/y vs Aug:
-7.3% y/y) suggests that domestic demand remains weak.

e This trend is reaffirmed by the flat inflation numbers (CPI) numbers for the
month (Aug: +0.1 m/m). Lower food prices were a big drag on prices, followed
by household goods and tourism-related prices. The contraction in producer
prices (PPl), meanwhile, narrowed less than expected to -2.5% y/y (Aug: -3.0%
y/y). This is the lowest since March.

House View and Forecasts

FX This Week 4Q-23 1Q-24 2Q-24 3Q-24
DXY 104-108 107 107 106 105
EUR/USD 1.03-1.07 1.04 1.04 1.04 1.05
GBP/USD 1.20-1.24 1.20 1.20 1.20 1.21
usD/JPY 147-151 150 147 144 141
AUD/USD 0.62-0.65 0.64 0.65 0.66 0.67
USD/MYR 4.67-4.73 4.74 4.69 4.65 4.60
USD/SGD 1.35-1.38 1.38 1.37 1.35 1.34
Rates, % Current 4Q-23 1Q-24 2Q-24 3Q-24
Fed 5.25-5.50 5.50.5.75 5.50-5.75 5.50-5.75 5.25-5.50
ECB 4.50 4.50 4.50 4.25 4.00
BOE 5.25 5.25 5.25 5.00 4.75
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
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RBA 4.10 4.10 4.10 4.10 3.83
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research

Up Next

Date Events Prior

16-Oct CH 1-Yr Medium-Term Lending Facility Rate 2.50%
IN Industrial Production MoM (Aug F) 0.00% Hong Leong Bank Berhad
EC Trade Balance SA (Aug) 2.9b Fixed Income & Economic Research, Global
US Empire Manufacturing (Oct) 1.9 Markets

17-Oct AU RBA Minutes of Oct. Policy Meeting Level 8, Hong Leong Tower
S| Non-oil Domestic Exports YoY (Sep) -20.10% 6, Jalan Damanlela
UK ILO Unemployment Rate 3Mths (Aug) 4.30% Bukit Damansara
EC ZEW Survey Expectations (Oct) -8.9 50490 Kuala Lumpur
US Retail Sales Advance MoM (Sep) 0.60% Tel: 603-2081 1221
US New York Fed Services Business Activity (Oct) -3 Fax: 603-2081 8936
US Industrial Production MoM (Sep) 0.40%

HLMarkets@hlbb.hongleong.com.my

US NAHB Housing Market Index (Oct) 45

Source: Bloomberg

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.
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