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Global Markets Research

Daily Market Highlights

25 Oct: US manufacturing PMI turned expansionary

Eurozone and UK PMis all below 50; Japan composite PMI fell below 50 for the first time in 2023
Strong corporate earnings and steadier 10Y UST yields lifted Wall Street; DXY firmed above 106
Positive sentiment could spill over to Asian markets especially after China’s stimulus measure

e US equities turned green on Tuesday on increased risk appetite amidst a  Key Market Metrics

relatively more stable 10Y US yields and a busy slate of positive corporate Level did (%)

earnings. Boosting confidence were also better-than-expected S&P PMIs in  Equities

the US as well as ongoing diplomatic measures in the Middle East. Dow Jones  Dow Jones 33,141.38 0.62

gained 0.6% d/d, the S&P 500 added 0.7% d/d and Nasdaq climbed 0.9% d/d.  s&p 500 4,247.68 0.73

Coca-Cola and Verizon were amongst the corporates who posted strong  naspaq 13,139.88 0.93

quarterly earnings during trading hours. Stoxx Eur 600 435.09 0.44
FTSE 100 7,389.70 0.20

e European markets also snapped a five-session losing streak, with Stoxx Eur Nikkei 275 31,062.35 0.20
600 and FTSE 100 up 0.4% d/d and 0.2% d/d respectively. Of note, Barclays s 3,487.13 0.37
shares fell 6.5% d/d after the British lender slashed its guidance for UK net

Hang Seng 16,991.53  -1.05
interest margins. Asian markets also rebounded, with Nikkei 225 and CSI 300 Straite Ti 3.083.85 o0
gaining between 0.2-0.4% d/d, but Hang Seng fell 1.1% d/d. With the positive traits Times ’

KLCI 30 1,435.65  -0.17

sentiment overnight coupled with China’s stimulus plans, Asian stocks are
expected to rise today. According to the Xinhua News Agency, China approved
a plan to raise its fiscal deficit to about 3.8% of GDP for 2023 (March target: X

3.0%) in order to finance infrastructure investment. Dollar Index 106.27 0.70
EUR/USD 1.0590  -0.75

e Treasuries market closed mixed with the front-end underperforming. The 2Y ~ GBP/USD debne
yield rose 6bps to 5.11% d/d, but the 10Y fell 3bps to 4.82%. 10Y European  USD/IJPY 149.91 0.13
bond yields fell between 1-7bps. AUD/USD 0.6355 0.30
USD/CNH 7.3144  0.05

e DXY firmed back up to 106.27 (+0.7% d/d) after the fresh set of PMIs usp/mYR 4.7855 -0.18
highlighted the strength of the US economy vis-a-vis the UK and Eurozone. ysp/sgp 1.3685 0.12

EUR and GBP depreciated 0.7%-0.8% d/d as businesses reported another
decline in activities this month. Regional currencies closed mostly stronger
against USD. The exceptions were CNH, JPY and SGD, which depreciated by

Commodities

WTI ($/bbl) 83.74 -2.05
(o) H o,

0.1% d/d each. MYR appreciated by 0.2% d/d to 4.7855. Brent ($/bbl) 88.07 1.96
Gold ($/0z) 1,975.00 -0.07

e Qil fell in tune to 2.0%-2.1% d/d as concerns over the Middle East conflict
; : ; L Copper ($5/MT) 8,051.50 1.00

spreading show signs of easing and after Russian oil exports rose to a 4-month
high Aluminum($/MT) 2,191.00 0.69
. CPO (RM/tonne) 3,677.50 -0.37

Source: Bloomberg, HLBB Global Markets Research

Mixed bag of PMI manufacturing and services prints across the majors * Dated as of 23 Oct for CPO

e Both the US S&P Manufacturing and Services PMIs unexpectedly improved to
50.0 and 50.9 in October (Sep: 49.8 and 50.1), reaffirming our expectations of
a soft landing for the economy. Demand conditions at manufacturers
improved for the first time since April, while service providers saw a slower
drop in new orders. Inflationary pressures softened.




Both the Eurozone’s Manufacturing and Services PMIs worsened and came
below expectations at 43.0 and 47.8 respectively (Sep: 43.4 and 48.7) and the
unrelenting slide in new and outstanding business signals more trouble
ahead. In the employment sub-indices, service providers’ hiring came almost
to a standstill, while manufacturing companies are ramping up job shedding
plans.

UK PMlIs were mixed but remained below 50. The Manufacturing index
increased more than expected to 45.2 (Sep: 44.3), but Services PMI
unexpectedly dipped to 49.2 (Sep: 49.3). The latter is the steepest since
January driven by subdued consumer confidence, the impact of elevated
borrowing costs and weak client demand across the real estate sector. Of
note, growth was mostly centred on the technology services sub-sector. The
contraction in the manufacturing sector, meanwhile, is the longest since
2008/09 but the least marked since July. Manufacturers noted that customer
destocking, a lack of incoming new work and weaker export sales weighed on
the overall index.

Japan’s flash composite PMI registered its first contraction since December
2022 at 49.9in October (Sep: 52.1). The contraction was primarily attributable
to a sharper fall in manufacturing output (Sep & Oct: 48.5), the quickest in
eight months, while the services sector grew at the slowest pace YTD at 51.1
(Sep: 53.8). New orders and new export business indices both pointed to
contractions, thereby signalling weaker business activity performance ahead.
One bright spot was the renewed rise in employment, though driven entirely
by the services sector.

Regional Fed indices worsened in October suggesting reduced optimism
Matching expectations, the Richmond Fed Manufacturing Index edged down
slightly to 3 in October (Sep: 5) as the new orders sub-index fell from 3 to -4.
Although the headline index was not very high, it was positive for the second
month since the spring of 2022. Firms, meanwhile, grew more pessimistic
about the services sector, sending the index falling to -15 in October (Sep: -5).
Both the revenue and demand indices drove the fall, while expectations
indices also decreased notably.

In Philadelphia, the Fed Non-Manufacturing Activity index also deteriorated
for the third month to -20.3 in October (Sep: -16.6) as new orders fell further
into negative territory. Despite this, respondents expect growth over the next
six months and optimism was more widespread.

UK reported higher claimant count; CBI indices deteriorated for the third
month

CBI trends total orders unexpectedly worsened for the third month to -26 in
October (Sep: -18). In tandem with this, business optimism also declined to -
15 (Sep: +6) and average selling prices halved to 7. Separately, using
additional collection methods, the ONS reported that jobless claims rose by
20.4k in September (Aug: -9.0k) and in tandem with this, claimant count rate
rose slightly to 4.0% (Aug: 3.9%).

House View and Forecasts

FX This Week 4Q-23 1Q-24 2Q-24 3Q-24
DXY 104-108 107 107 106 105
EUR/USD 1.04-1.07 1.04 1.04 1.04 1.05
GBP/USD 1.19-1.23 1.20 1.20 1.20 1.21
usD/JPY 148-151 150 147 144 141
AUD/USD 0.62-0.65 0.64 0.65 0.66 0.67
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USD/MYR 4.74-4.80 4.74 4.69 4.65 4.60
USD/SGD 1.35-1.39 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
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
25-Oct AU CPI YoY (3Q) 6.00%
JN Leading Index CI (Aug F) 109.5
US MBA Mortgage Applications -6.90%
US New Home Sales MoM (Sep) -8.70%
25-31 Oct VN CPI YoY (Oct) 3.66%
VN Exports YoY (Oct) 4.60%
VN Industrial Production YoY (Oct) 5.10%
VN Retail Sales YoY (Oct) 7.50%
26-Oct JN PPI Services YoY (Sep) 2.10%
AU Import Price Index QoQ (3Q) -0.80%
AU Export Price Index QoQ (3Q) -8.50%
Sl Industrial Production SA MoM (Sep) -10.50%
HK Exports YoY (Sep) -3.70%
UK CBI Total Dist. Reported Sales (Oct) -14
EC ECB Main Refinancing Rate (46296) 4.50%
US Wholesale Inventories MoM (Sep P) -0.10%
US Advance Goods Trade Balance (Sep) -$84.3b
US GDP Annualized QoQ (3Q A) 2.10%
US Durable Goods Orders (Sep P) 0.10%
US Cap Goods Orders Nondef Ex Air (Sep P) 0.90%
US Initial Jobless Claims 198k
US Pending Home Sales MoM (Sep) -7.10%
US Kansas City Fed Manf. Activity (Oct) -8
26-27 Oct Sl Unemployment rate SA (Sep) 1.90%

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.




