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27 Oct: ECB maintained key policy rates

ECB: Inflation is still too high; Economy to remain weak until year end; Unemployment low
US 3Q GDP accelerated to 4.9%, fastest pace since 2021 on consumer spending
DXY strengthened slightly; Treasury yield curve shifted low; Sell-off in US tech stocks intensified

e The sell-off in tech stocks intensified, as Meta became the latest tech giantto  Key Market Metrics

offer a forecast that didn’t quite meet investors’ expectations, and sending Level did (%)
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warned of advertising softness in 4Q despite beating Wall Street estimates in  ¢<gp cqg 4,137.23 -1.18
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and Nvidia also shed 3.8% d/d, 2.5% d/d and 3.5% d/d respectively. FTSE 100 7,354.57 e,
. Nikkei 225 30,601.78 -2.14

e InEurope, Stoxx 600 ended down 0.5% while FTSE 100 lost 0.8% d/d. Standard
Chartered lost 8.7% d/d after the British bank posted a profit miss due to Lol sl 3,514.15 0.28
exposure to the Chinese banking and real estate sectors. Shares of Siemens  Hang Seng 17,044.61 0.24

Energy tumbled 35.5% after the wind power giant sought guarantees from  Straits Times 3,071.31 -0.24

the German government. Asian markets saw a broad sell-off, with the «kLC 30 1,440.60  -0.13
exception of CSI 300 which climbed 0.3% d/d. Nikkei 225 fell 2.1% d/d, while
Hang Seng dipped 0.3% d/d. EX
DollarIndex 106.60 0.07
e The Treasury yield curve shifted lower, with the 2Y down 8bps to 5.04% and EUR/USD 1.0563 0.03
the 10Y falling 11bps to 4.85%. 10Y European bond yields declined between S 1.2129 014
1-5bps save the Norwegian sovereign bond (+1bps).
UsSD/IPY 150.40 0.11
e DXY strengthened slightly by 0.1% d/d to 106.60 after a raft of strong AUD/USD iz e
economic readings. EUR closed just below the flatline after ECB maintained USD/CNH i .07
its policy rates, while GBP strengthened 0.1% d/d. In Asia, JPY weakened USD/MYR 4.7870 0.15
further by 0.1% d/d to 150.40, while MYR depreciated by 0.2% d/d to 4.7870.  USD/SGD 1.3695  -0.09
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Commodities
e In the commodities markets, crude oil prices tumbled by another 2.4%-2.6% WTI ($/bbl) 83.21 -2 55
d/d on demand fears, while Mideast risks cushioned safe-haven gold (+0.2% Brent ($/bbl) 87.93 244
) Gold ($/0z) 1,987.20 0.16
Copper ($$/MT) 7,985.50  -0.58

ECB maintained key policy rates

e As widely expected, the European Central Bank (ECB) left the interest rates
on the main refinancing operations, marginal lending facility and the deposit
facility unchanged at 4.50%, 4.75% and 4.00% respectively. We maintain our
view that this ECB tightening cycle has peaked and any cuts will only occur in
2H of 2024.

e Key highlights from the monetary policy statement and press conference
include: 1) Inflation has dropped markedly but is still too high. 2) The economy
is weak and will remain so until the end of the year. 3) Unemployment is at
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CPO (RM/tonne) 3,592.00 -0.81
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its lowest level since the start of the euro, but fewer new jobs are being
created, including in services. 4) Future decisions will ensure that rates will be
set at sufficiently restrictive levels for as long as necessary. 5) Christine
Lagarde said that having discussion on rate cuts is premature at this juncture.

US 3Q GDP accelerated to 4.9%, fastest pace since 2021

Real GDP accelerated more than expected by +4.9% g/q in 3Q (2Q: +2.1%
g/q). The sharp increase was due to contributions from consumer spending
(+4.0% a/q vs -0.8% q/q), increased inventories, exports, residential
investment and government spending. While the report could give the Fed
some impetus to keep policy tight, traders are still pricing in low probability
of an interest rate hike when the central bank meets next week.

Goods trade deficit widened less than expected to $85.8bn in September
(Aug: -$84.6bn) as export growth outpaced imports by +2.9% m/m and +2.4%
m/m respectively (Aug: +2.3% m/m and -1.0% m/m). Driving the uptick in
exports were food and beverages, automotives and consumer goods
Preliminary durable goods orders rose sharply and by more than expected to
+4.7% m/m in September (Aug: +0.1% m/m) due to aircraft demand. Stripping
transportation, orders climbed +0.5% m/m, matching the increase in August.
The report showed strong demand for computers and electronic products,
fabricated metal products and electrical equipment, appliances and
components. Data also showed that orders for non-defense capital goods
excluding aircraft, a key indicator of business spending, climbed by 0.6% m/m
(Aug: +1.1% m/m).

Pending home sales improved more than expected to +1.1% m/m in
September (Aug: -7.1% m/m). Despite the slight gain, pending contracts
remain at historically low levels due to the high mortgage rates and tight
inventory level but are expected to turn positive by early 2024 on increased
inventory.

Initial jobless claims rose more than expected by 10k to 210k for the week
ended October 21 (Oct 14: -11k) while continuing claims jumped +63k to
1790k the week before (Oct 7: +22k), suggesting that workers are finding it
increasingly difficult to find new jobs.

Kansas City Fed Manufacturing Activity index remained contractionary in
October at -8 (Sep: -8, Aug: 0). Expectations for future activity stayed mostly
flat, with firms expecting both finished product and raw materials prices to
increase moderately.

UK’s CBI retailing reported sales index worsened

According to the CBI, British retailers reported that sales worsened to -36 in
October (Sep: -14) and in tandem with this, total distributed reported sales
index also worsened to -21 (Sep: -14). Moving forward, retailers expect
another difficult time in November as households struggle with the higher
cost of living.

Higher import prices for Australia due to oil

Import prices picked up more than expected by +0.8% q/q in 3Q (2Q: -0.8%
q/q), while export prices fell more than expected by 3.1% y/y (2Q: -8.5% q/q).
Contributing to the former were higher oil prices, while weighing on the latter
were lower prices for coal, coke & briquettes, crude fertilisers & materials,
cereals, oilseeds and non-ferrous metals, either because of weak global
demand or improved global supplies.
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Tokyo's inflation rate unexpectedly accelerated

e Data this morning showed that Tokyo’s headline and core inflation
unexpectedly accelerated to +3.3% y/y and +2.7% y/y respectively in October
(Sep: +2.8% y/y and +2.5% y/y). Amongst the drivers keeping inflation
elevated were household goods and entertainment, as well as transport
costs.

Hong Kong exports fell by 5.3% y/y on lower exports to China

e Exports fell again in September, extending their longest streak of monthly
declines, and slightly higher than consensus forecast by -5.3% y/y (Aug: -3.7%
y/y). As it is, China’s uncertain recovery and a difficult global economic
environment continued to weigh and will continue to drag on the financial
hub. In fact, this is reflected by lower exports to China and EU, and in terms
of commodities, due to electrical machinery, apparatus and appliances, and
electrical parts.

Singapore’s IPl topped estimates

e The contraction in Singapore’s manufacturing output narrowed more than
forecasts to 2.1% y/y in September (Aug: -11.6% y/y) and in tandem with this,
output also expanded at a stronger pace of 10.7% m/m (Aug: -10.8% m/m).
Contributing to the improvement was electronics output, which turned
around to register a 10.2% y/y growth (Aug: -18.9% y/y), driven by infocomms
& consumer electronics, semiconductors and other electronics modules &
components segments. Separate data also showed that the unemployment
rate picked up for the second month to 2.0% in September (Aug: 1.9%).

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/IPY 148-151 150 147 144 141
AUD/USD 0.62-0.65 0.64 0.65 0.66 0.67
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
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27-Oct AU PPl YoY (3Q) 3.90% . .
CH Industrial Profits YTD YoY (Sep) -11.70% Fixed Income & Economic Research, Global
US Personal Income (Sep) 0.40% Markets
US Personal Spending (Sep) 0.40% Level 8, Hong Leong Tower
US PCE Core Deflator YoY (Sep) 3.90% 6, Jala_n Damanlela
US U. of Mich. Sentiment (Oct F) 63 Bukit Damansara
US U. of Mich. 1 Yr Inflation (Oct F) 3.80% 50490 Kuala Lumpur
US U. of Mich. 5-10 Yr Inflation (Oct F) 3.00% Tel: 603-2081 1221
US Kansas City Fed Services Activity (Oct) 2 Fax: 603-2081 8936
30-Oct AU Retail Sales MoM (Sep) 0.20% HLMarkets@hlbb.hongleong.com.my
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UK Net Consumer Credit (Sep) 1.6b
EC Economic Confidence (Oct) 93.3
US Dallas Fed Manf. Activity (Oct) -18.1

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.




