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Daily Market Highlights

28 July: ECB delivered a dovish 25bps rate hike

Lagarde: “Open mind” on what the decisions will be in September; EUR weakened
US data beat estimates; 2Q GDP accelerated to +2.4% despite softer consumption
Tokyo’s inflation rate topped estimates; focus on BOJ’s YYC decision today
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ECB raised rates by 25bps to 4.25%

As widely expected, ECB raised the interest rates on the main refinancing
operations, marginal lending facility and the deposit facility by 25bps to
4.25%, 4.50% and 3.75% respectively wef 2 August. ECB also announced that
it will set the remuneration of minimum reserves to 0% to preserve the
efficacy of monetary policy.

Key highlights of the statement and press conference includes: 1) President
Christine Lagarde said that officials have an “open mind” on what the
decisions will be in September and in subsequent meetings and added that
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even if ECB pauses, it might not be necessarily for an extended period. 2) In
terms of inflation outlook, Lagarde said that “Do we have more ground to
cover? At this point in time, | wouldn’t say so” suggesting the rate has peaked
or is near its peak. 3) The statement said that the “Governing Council’s future
decisions will ensure that the key ECB interest rates will be set at sufficiently
restrictive levels” instead of “interest rates will be brought to levels”
previously.

US 2Q GDP surprised on the upside at +2.4%: Other economic indicators came
in stronger than expected

US GDP unexpectedly accelerated to 2.4% q/q in 2Q (1Q: +2.0% q/q).
Compared to the previous quarter, the acceleration largely reflected an
upturn in private inventory investment and an acceleration in non-residential
fixed investment, which partly offset the downturn in exports and imports as
well as decelerations in consumer (+1.6% vs 1Q: +4.2%) and government
spending. This further bolstered expectations that the US economy is heading
towards a soft landing and would be able to avoid a recession for now.
Orders for durable goods increased for the fourth month, unexpectedly
jumping by 4.7% m/m in June (May: +2.0% m/m), while new orders for
nondefense capital goods excluding the volatile aircraft, a proxy for business
investment, rose 0.2% m/m (May: +0.5% m/m). This suggests that businesses
are still moving forward with their longer-term investments, albeit at a slower
pace. Core capital goods shipment, which excludes defense and aircraft, used
to calculate GDP was flat (May: +0.3% m/m).

Trade deficit unexpectedly narrowed to $87.8bn in June (May: $91.9bn) as
exports rebounded to grow by 0.2% m/m while imports remained
contractionary at 1.4% m/m (May: -0.9% m/m and -2.7% m/m). Of note, the
turnaround in exports was led by food & beverages, capital goods and notably
other goods, while imports were dragged lower by capital goods.

Pending home sales surprised with its first gain in 4 months, increasing a
modest 0.3% m/m in June (May: -2.5% m/m). In tandem with this, the
National Association of Realtors unveiled its projections for 2023-2024,
expecting the 30Y fixed mortgage rate to hit 6.4% in 2023 and 6.0% in 2024,
while median home sales will decrease 12.9% y/y in 2023 before climbing
15.5% in 2024

Initial jobless claims unexpectedly fell 7k to its lowest level since February at
221k for the week ended July 22 (Jul 15: -9k to 238k), while continuing claims
plunged 59k to 1690k for the week ended July 15 (Jul 8: +28k to 1749k),
suggesting a resilient labour market.

The contraction in Kansas City Fed Manufacturing Activity index improved in
July, albeit less than expected at -11 (June: -12), while expectations for future
activity stayed mostly flat. Of note, a majority of firms reported that profit
margins decreased significantly (11%) or decreased slightly (45%) since the
beginning of the year, while 17% of firms reported no change in profit
margins. 23% reported a slight increase, and 4% reported a significant
increase.

German’s GfK consumer sentiments improved more than expected in August

After a slight dip the previous month, Germany’s GfK consumer sentiment
index improved more than expected to -24.4 in August (Jul: -25.2). However,
only income expectations contributed to the improvement, and as such,
sentiment is expected to remain low in the coming months.
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Australia’s export price fell sharper than expected on energy

Australia’s Export Price Index fell sharper than expected by 8.5% q/q in 2Q
(1Q: +1.6% qg/q). This is the largest quarterly fall since 2009 largely due to a
strong drop in energy prices and will continue to dampen RBA rate hike
expectations.

Tokyo’s inflation rate topped estimates; headline stable but core moderated

Inflation in the Tokyo area topped estimate for the month of July, with
headline stable at +3.2% y/y but core excluding fresh food, moderated less
than expected to +3.0% y/y (June: +3.2% y/y). BOJ is set to meet today, and
Nikkei reported that board members will discuss whether to tweak its YYC to
let its long-term interest rates rise above 0.5% by a “certain degree.” As it is,
the majority of economists are expecting no changes its ultra-loose policy
during this meeting.

China’s industrial profits fell at a slower pace of 8.3%

China’s industrial profits dropped at a slower pace of 8.3% y/y in June (May:
-12.6% y/y) as growing profits for automobile and electrical machinery helped
offset the plunge in metal producers due to the property slump. The National
Bureau of Statistics, however, expects profits to recover underpinned by
continued recovery in the economy, impact from the various policies kicking
in as well as a rebound in industrial production.

Singapore’s unemployment rate held low at 1.9%

Singapore’s employment levels expanded in the 2Q, but at a much slower
pace than before at 23.7k. in signs that labour demand is cooling. At the same
time, retrenchments declined after three consecutive quarters of increases,
and unemployment rates remained low and stable at 1.9% (May: 1.9%,
March: 1.8%).

Labour market is expected to soften in the coming quarters in tandem with
the moderation in economic growth and as firms adopt a more cautious
stance towards hiring. In this context, the proportion of firms which indicated
an intention to hire in the next three months declined from 64.8% to 58.2%.
Similarly, the proportion of firms with intention to raise wages also fell from
38.2% to 28.0%.

Malaysia unveiled 10Y MADANI Economy roadmap

First mooted during the retabling of Budget in February, the Prime Minister
unveiled more targets and details on the MADANI Economy yesterday. Key
initiatives from Madani Economy include: 1) Taking Malaysia into one of the
top 30 economies in the world over the next decade. 2) Target to improve
Malaysia’s standing in the Global Competitiveness Index to 12", Human
Development Index to 25", and female labour force participation to 60.0%
from the current 55.5%. 3) Targeting a yearly GDP expansion rate of 5.5% to
6.0%. 4) Target 3.0% deficit of GDP of lower. 5)To improve wage levels, the
government is hauling the country’s Compensation of Employees to GDP ratio
up from 35% to 45%. 6) The administration has allocated RM100m to
complete the infrastructure at various industrial zones and an additional
RM100m to enhance the research, development, commercialisation and
innovation ecosystem. The focus will be on industrial needs, renewable
energy and new growth activities. 7) Reduce share-lot size and enable
fractional trading. 8) Loosen MM2H visa programme rules and visa on arrival
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rules for tourists. 9) Allocate RM5bn to as financing guarantees to first time
buyers of home worth up to RM300k. 10) Adults earning below RM100k per

annum to receive RM100 e-cash credits.

House View and Forecasts

FX This Week 3Q-23 4Q-23 1Q-24 2Q-24
DXY 98-103 102 101 100 99
EUR/USD 1.09-1.13 1.11 1.12 1.14 1.12
GBP/USD 1.26-1.31 1.29 1.31 1.33 1.30
usD/JPY 137-142 141 139 136 133
AUD/USD 0.66-0.70 0.67 0.68 0.68 0.69
USD/MYR 4.48-4.58 4.69 4.64 4.60 4.55
USD/SGD 1.31-1.35 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 4.25 4.25 4.25 4.25 4.00
BOE 5.00 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
28-Jul JN Tokyo CPI YoY (Jul) 3.10%
AU PPI YoY (2Q) 5.20%
AU Retail Sales MoM (Jun) 0.70%
EC Consumer Confidence (Jul F) -15.1
US Employment Cost Index (2Q) 1.20%
US Personal Income (Jun) 0.40%
US Real Personal Spending (Jun) 0.00%
US PCE Core Deflator YoY (Jun) 4.60%
US U. of Mich. Sentiment (Jul F) 72.6
US Kansas City Fed Services Activity (Jul) 14
31-Jul JN Retail Sales MoM (Jun) 1.30%
JN Industrial Production MoM (Jun P) -2.20%
AU Melbourne Institute Inflation YoY (Jul) 5.70%
AU Private Sector Credit MoM (Jun) 0.40%
CH Manufacturing PMI (Jul) 49
CH Non-manufacturing PMI (Jul) 53.2
JN Consumer Confidence Index (Jul) 36.2
JN Housing Starts YoY (Jun) 3.50%
UK Net Consumer Credit (Jun) 1.1b
UK Mortgage Approvals (Jun) 50.5k
HK GDP YoY (2Q A) 2.70%
HK GDP SA QoQ (2Q A) 5.30%
EC CPI Estimate YoY (Jul) 5.50%
US MNI Chicago PMI (Jul) 415
AU Corelogic House Px MoM (Jul) 1.20%
US Dallas Fed Manf. Activity (Jul) -23.2

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.




