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Daily Market Highlights

20 Sep: UST yields rose to its highest since 2007

All eyes on Fed’s dot plot and economic projections tonight; likely a “hawkish pause”

OECD raised inflation forecasts; raised GDP growth projection for 2023 but cut 2024’s

Malaysia’s exports slumped; steeper fall for manufacturing exports

US equity indices closed slightly weaker between 0.2%-0.3% d/d each as

Key Market Metrics

investors largely stayed cautious ahead of the FOMC decision tonight. UST bond Level did (%)
yields rose to its highest levels since 2007, also weighing on stocks. Stocks were  Equities
hammered across the board, with Amazon shares leading declines amongst Dow Jones 34,517.73 -0.31
consumer discretionary staples at 1.7% d/d. Shares of Disney also slid 3.6% d/d  sg&p s00 4,443.95 -0.22
after announcing plans to nearly double its investment in its cruise and parks  naspaq 13,678.19  -0.23
businesses. Stoxx Eur 600 456.52  -0.04
FTSE 100 7,660.20 0.09
e European stock markets were little changed, with FTSE 100 gaining 0.1% d/d Nikkei 225 33,242.59 0.87
but Stoxx Eur 600 closed just below the flatline. Retail stocks made the biggest S 3,720.50 0.19
losses, while banks and energy stocks led gains. In Asia, Nikkei 225 and CSI 300
i ) ) Hang Seng 17,997.17 0.37
lost 0.9% d/d and 0.2% d/d respectively, but Hang Seng gained 0.4% d/d. With S 3.240.75 069
this, Asian stocks are set for cautious start today with the Fed in focus. Straits Times . '
KLCI 30 1,457.66 -0.02
e In the US treasuries market, the 10Y finished up 6bps at 4.36%, while the 2Y
climbed 4bps to 5.09%. 10Y European bond yields generally saw modest 1-3bps ~ EX
increase except for the 10Y UK gilts, where yields fell 5bps to 4.34%. Dollar Index 10513 -0.07
EUR/USD 1.0679 -0.12
e DXY trimmed most of its losses in early European session to close only 0.1% d/d  GBP/USD 1.2392 0.07
lower at 105.13. Amongst its G10 peers; EUR weakened 0.1% d/d, but GBP  usp/ipy 147.86 0.17
gained 0.1% d/d ahead of BOE’s decision on Thursday. Expectations are that  aup/usp 0.6454 0.26
officials will deliver its final rate hike for this cycle. AUD also strengthened 0.3%  ysp/cnH 7.3036 0.17
d/d after minutes of the latest RBA meeting suggests that possibilities of more USD/MYR 4.6965 0.14
interest rate hikes could not be discounted. Regional currencies, meanwhile, USD/SGD 1.3648 0.11
depreciated in tune of 0.1%-0.6% d/d.
. . Commodities
e OQil prices closed between 0.1%-0.3% d/d lower, but Brent largely held steady 91.20 031
near the $95/barrel and WTI above $91/barrel. Saudi minister Prince Abdulaziz AT R 94'34 0'10
bin Salman defended OPEC+ supply cuts, saying that they are working to keep Brent ($/bbl) : ~ib
markets stable and improve energy security. Gold ($/02) 1,935.30 0.01
Copper ($$/MT) 8,292.50 -0.80
OECD: Global growth is expected to remain weak; core inflation remains Aluminum($/MT) e -0.20
3,694.00 -0.90

persistent

Highlights from the latest OECD Economic Outlook: 1) With monetary policy
becoming increasingly visible and a weaker-than-expected recovery in China,
growth outlook remains weak. The world economy is expected to grow by 3.0%
in 2023 (+0.3ppts as compared to June projection) and 2.7% in 2024 (-0.2ppts),
with a disproportionate share of global growth coming from Asia. 2) While
headline inflation has been declining, core inflation remains persistent, driven
by the services sector and still relatively tight labour markets. Headline inflation
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in the G20 economies is projected to ease to 6.0% in 2023 and 4.8% in 2024 (-
0.1ppts and +0.1ppts) and core from 4.3% in 2023 to 2.8% in 2024 (+0.1ppts for
both years). 3) GDP growth in the US is expected to slow from 2.2% in 2023 to
1.3% in 2024 (+0.6ppts and +0.3ppts) as tighter financial conditions moderate
demand pressures. 4) In the euro area where demand is already subdued, GDP
growth is projected to ease to 0.6%in 2023 but edge up to 1.1% in 2024 (-03ppts
and -0.4ppts) as the adverse impact of high inflation on real incomes fades. 5)
Growth in China is expected to be held back by subdued domestic demand and
structural stresses in property markets, easing to 5.1% in 2023 and 4.6% in 2024
(-0.3ppts and -0.5ppts).

RBA minutes: Board members considered raising rates; further tightening may

be required

¢ Highlights from the minutes to the latest RBA meeting: 1) Board members
considered raising the cash rate target by a further 25bps but decided to hold
rates steady as members recognised the value of allowing more time to see the
full effects of the tightening of monetary policy. 2) Reiterated that some further
tightening in policy may be required and reaffirmed their determination to
return inflation to target within a reasonable timeframe. 3) Longer term
market-based inflation expectations had remained stable. 4) Recent
developments have not changed their assessment that the economy is on a
narrow path to soft landing. 5) Downside risks from China on Australia’s
services sector and global output.

US housing starts hit 3Y low; surge in permits point to turnaround

o Housing starts plunged more than expected by 11.3% m/m in Aug (Jul: +2.0%
m/m) to its lowest level since June 2020, but the jump in permits, a proxy for
future construction, indicates optimism over future demand. The latter
unexpectedly rose by 6.9% m/m (Jul: +0.1% m/m), fastest pace since May 2020.

Eurozone’s headline inflation revised down to 5.2%, core maintained at +5.3%

e Eurozone’s consumer inflation was revised downward by 0.1ppts to 5.2% y/y in
Aug (Jul: +5.3% y/y) while core was left unchanged at +5.3% y/y (Jul: +5.5% y/y).
The drivers for inflation during the month include food, alcohol & tobacco,
services and non-energy industrial goods.

Japan’s exports fell for the second month, albeit less than expected

o Japan’s exports fell for the second month, but narrower than forecast by -0.8%
y/y in Aug (Jul: -0.3% y/y), while imports contracted for the fifth month by -
17.8% y/y (Jul: -13.6% y/y). As it is, slower demand from China and US, coupled
with global electronics slump probably contributed to the latest contraction in
external demand, and bodes ill for overall GDP growth. This is especially so since
consumers and businesses have started to pare down spending at home.

Hong Kong’s unemployment rate low and stable at 2.8%

e The ongoing recovery in inbound tourism and local consumption supported and
will continue to support the labour market in Hong Kong. Matching
expectations, the unemployment rate remained low and stable at 2.8% in
August, but showed diverse trends within the industries in the past 3 months.
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Steeper fall in Malaysia’s manufacturing exports; smaller decline in commodity
exports

Exports fell more than expected for a 2nd straight month, by 18.6% y/y in
August (Jul: -13.1% y/y), while imports also registered a bigger than expected
contraction of 21.2% y/y (Jul: -15.9% y/y). This marked its 6th straight month
of decline and the worst since May-2020 during the peak of the pandemic era,
reaffirming a still weak external trade environment that would impede on
overall growth in 3Q. Trade surplus however inched marginally higher m/m to
RM17.3bn in August (Jul: RM17.1bn), as imports fell at a faster pace (-1.6%
m/m) relative to exports (-1.4% m/m).

No change to our take on a soft external trade outlook in the next few months
but we are hopeful that telltale signs of a bottoming in the semiconductor
downcycle as well as signs of improvement in the China economy could help
narrow the fall in exports towards the later part of the year. Meanwhile,
global manufacturing activities appeared to have regained some grounds,
ticking up for the first time in six months in August, potentially suggesting a
bounce higher from the trough. This could translate into higher demand for
Malaysia’s exports in the next three to six months, in line with our projection
for a pick-up in 4Q growth and further recovery in 2024.

House View and Forecasts

This Week 3Q-23 4Q-23 1Q-24 2Q-24
DXY 103-107 102 101 100 99
EUR/USD 1.05-1.08 1.11 1.12 1.14 1.12
GBP/USD 1.22-1.27 1.29 1.31 1.33 1.30
usD/IPY 144-149 141 139 136 133
AUD/USD 0.63-0.66 0.67 0.68 0.68 0.69
USD/MYR 4.62-4.72 4.69 4.64 4.60 4.55
USD/SGD 1.34-1.38 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 4.50 4.50 4.50 4.50 4.50
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

20-Sep AU Westpac Leading Index MoM (Aug) -0.03%
CH 5-Year Loan Prime Rate 4.20%
CH 1-Year Loan Prime Rate 3.45%
UK CPI Core YoY (Aug) 6.90%
UK PPI Output NSA YoY (Aug) -0.80%
UK PPI Input NSA YoY (Aug) -3.30%
US MBA Mortgage Applications -0.80%

21-Sep US FOMC Rate Decision (Upper Bound) 5.50%
US FOMC Rate Decision (Lower Bound) 5.25%
UK Bank of England Bank Rate 5.25%
US Initial Jobless Claims 220k
US Philadelphia Fed Business Outlook (Sep) 12
US Existing Home Sales MoM (Aug) -2.20%
US Leading Index (Aug) -0.40%
EC Consumer Confidence (Sep P) -16

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.




