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Global Markets Research

Daily Market Highlights

21 Aug: Higher bond yields and China dented sentiment

Equities and Dollar Index fell; long term USTs halted losing streaks pushing yields down
UK retail sales contracted as wet weather and higher cost of living dampened spending
Malaysia’s 2Q GDP growth tapered off to 2.9% y/y, its slowest since 3Q21

e  Concerns over China’s real estate and rising UST yields, although eased slightly ~Key Market Metrics

d/d, weighed down on the equity markets on Friday. Wall Street was generally Level did (%)
in the red, with the S&P 500 finishing just below the flatline while Nasdaq fell  Equities
0.2% d/d. Dow Jones Industrial Average added 0.1% d/d but ended the week Dow Jones 34,500.66 0.07
2.2% d/d lower, its worst since March. S&P 500 and Nasdaq also closed the  sgp 500 4,369.71  -0.01
week lower for the third straight week, a first since February and December  Naspaq 13,290.78  -0.20
2022 respectively. Stoxx Eur 600 448.44  -0.61
FTSE 100 7,262.43 -0.65
Following their counterparts in Asia earlier in the day, Stoxx Eur 600 also Nikkei 225 31,45076  -0.55
closed the day 0.6% d/d weaker, while FTSE100 lost 0.7% d/d. Hang Seng slid S 17,95085  -2.05
2.1% d/d, while CSI 300 lost 1.2% d/d after Chinese real estate giant Straite Times 347393 e
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10Y UST broke its 6-day losing streak with yields finishing 2bps lower at 4.26%. EX
30Y yield also edged down by 1bps to 4.38%, while 2Y was up marginally by ~ Dollarindex 10338 -0.19
1bps to 4.94%. 10Y European bond yields saw a decline between 1 to 10bps. EUR/USD 1RiTE Lot
GBP/USD 1.2734 -0.10
DXY closed 0.2% d/d lower at 103.38, challenging its day high of 103.68 and  USD/IPY 145.39 -0.31
day low of 103.23. Nonetheless, this marks the first time the DXY has held over  AuD/USD 0.6406 0.03
103 for 5 straight days, last seen in June, supported by demand for safer ysp/cnH 7.3064 0.03
assets. EUR closed flattish while GBP weakened 0.1% d/d after British retailers  ysp/myr 46488  -0.12
reported a bigger-than-expected drop in sales. JPY strengthened 0.3% d/d to USD/SGD 1.3572  -0.09
145.39, while CNH closed just below the flatline at 7.3064. Both the SGD and
MYR closed stronger by 0.1% d/d each at 1.3572 and 4.6488, with the latter Commodities
minimally impacted by the disappointing 2Q GDP. WTI ($/bbl) 81.25 1.07
QOil prices gained between 0.8%-1.1% d/d after industry data showed that the Brent (5/bbl) 4.0 o
US oil and natural gas rig count, an early indicator of future output, fell at a Sl ] D o
faster pace last week. Copper ($5/MT) 824080  0.06
Aluminum($/MT) 2,137.00  -0.40
3,862.00 1.67

Eurozone’s final CPl was maintained at 5.3%

Eurozone’s July final CPI data was maintained at +5.3% y/y and 5.5% y/y for
headline and core respectively (June: +5.5% y/y for both), with the highest
contribution coming from services. July data reaffirmed a downward trend in
price pressures and will give ECB leeway to maintain its key policy rates going
forward. Separate data also showed that construction output fell 1.0% m/m
and 0.3% y/y in June (May: +0.2% m/m and +0.3% y/y).

CPO (RM/tonne)

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 17 Aug for CPO




$ HonglLeong Bank

UK retail sales contracted more than expected on clothing and food

e Retail sales worsened more than expected by -1.2% m/m in July (June: +0.6%
m/m) with retailers blaming the wet weather for reduced clothing sales and
increased cost of living and prices for slower food sales volume. While
consumer spending will remain under pressure given the lagged impact from
the higher interest rates, a still strong labour market and wage growth will
help ease the pressure from the higher cost of living.

e The contraction in Rightmove House Prices worsened to -1.9% m/m in August
(July: -0.2% m/m). On a y/y basis, prices edged down by 0.1% y/y (July: +0.5%
y/y), its first contraction since 2019.

Inbound FDI into China contracted 4.0%
e Inbound foreign direct investment worsened to -4.0% y/y for the period Jan-
July (1H: -2.7% y/y).

Malaysia’s 2Q GDP growth tapered off to 2.9% y/y, its slowest since 3Q21;
exports saw extended declines

o The Malaysian economy expanded at a slower pace for the 3" straight quarter,
by 2.9% y/y in 2Q. This marked a massive slowdown from the 5.6% y/y increase
registered in 1Q, and was the slowest gain in seven quarters. The slower
growth was slightly above our expectations (+2.6% y/y) but below consensus
estimate of +3.3% y/y. Economic activities were seen slowing from all fronts,
but sustained domestic demand remained the main growth pillar nonetheless,
supported by a healthy labour market and hence continuous improvement in
household spending, as well as higher tourism activities. This cushioned the
drag from negative net exports.

e Separate data showed that exports fell more than expected by 13.1% y/y in
July (Jun: -14.1% y/y), extending its negative prints into a 5th straight month
reaffirming protracted weakness in global demand and international trade.
Imports also fell for the 5th straight month, albeit at a slightly slower pace of
15.9% y/y (Jun: -18.7% y/y revised). Trade surplus narrowed to RM17.1bn in
July (Jun: RM25.6bn), amid a m/m decline in exports (-5.8%) and a 1.3% m/m
increase in imports.

e Moving forward, the Malaysian economy would be susceptible to external
headwinds caused by lagged effects from policy tightening, tightened financial
conditions, elevated inflation, ongoing geopolitical standoffs, and faltering
growth outlook in the China economy. While continuous improvement in
labour market condition and speedy implementation of investment projects
could serve as a “shock absorber”, we opine the high base effect in 3Q22
(+14.1% vy/y) and 4Q22 (+7.1% vy/y), would skew the GDP print for 2H23,
(+2.0% vs +10.7% in 2H22). This suggests full year 2023 GDP growth could
potentially moderate to 3.0%, after having expanded 4.3% y/y in 1H23, falling
short of the official forecast range of 4.0-5.0%.

House View and Forecasts

FX This Week 3Q-23 4Q-23 1Q-24 2Q-24
DXY 101-105 102 101 100 99
EUR/USD 1.07-1.11 111 1.12 1.14 1.12
GBP/USD 1.26-1.30 1.29 1.31 1.33 1.30
usD/IPY 143-148 141 139 136 133
AUD/USD 0.63-0.66 0.67 0.68 0.68 0.69
USD/MYR 4.58-4.68 4.69 4.64 4.60 4.55
USD/SGD 1.34-1.37 1.35 1.34 1.33 1.33
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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 4.35 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
Hong Leong Bank Berhad
21-Aug CH 5-Year Loan Prime Rate 4.20% ) )
CH 1-Year Loan Prime Rate 3.55% Fixed Income & Economic Research, Global
HK CPI Composite YoY (Jul) 1.90% Markets
22-Aug MA Foreign Reserves $112.9b Level 8, Hong Leong Tower
UK CBI Trends Total Orders (Aug) 9 6, Jalan Damanlela
US Philadelphia Fed Non-Manufacturing Activity (Aug) 1.4 Bukit Damansara
US Existing Home Sales MoM (Jul) -3.30% 50490 Kuala Lumpur
US Richmond Fed Manufact. Index (Aug) 9 Tel: 603-2081 1221
US Richmond Fed Business Conditions (Aug) -8 Fax: 603-2081 8936
Source: Bloomberg HLMarkets@hlbb.hongleong.com.my
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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.




