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Global Markets Research

Daily Market Highlights

28 Aug: Powell signalled higher rates for longer

Equities cheered Powell’s “proceed carefully” comment; 2Y UST yields, DXY closed higher
China’s industrial profits fell for the 7*" month; more precise forceful measures expected
Contraction in Singapore’s IPl narrowed; Malaysia’s CPIl tapered off for a 5th straight month

e  Wall Street traded between gains and losses after Fed Chair Jerome Powell’s Key Market Metrics

speech at the Jackson Hole symposium as investors were split on whether Level did (%)
there will be more rate hikes going forward. Nonetheless, investors cheered  Equities
Powell’s comments on a stronger-than-expected economic growth and that pow Jones 34,346.90 0.73
the central bank will “proceed carefully,” sending Dow Jones Industrial <¢gp5gg 4,405.71 0.67
Average and S&P 500 up 0.7% d/d each while the tech-heavy Nasdaq NASDAQ 13,590.65 0.94
o . . .
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.100e- ge .up 0.1% d/ .Ja.pan s Nikkei 225 tumbled 2.1% d/d, leading losses e 7.338.58 0.07
in Asia, while Hang Seng slid 1.4% d/d. CSI 300 saw a smaller loss of 0.4% d/d,
, Nikkei 225 31,624.28 -2.05
ahead of Powell’s speech.
Hang Seng 17,956.38  -1.40
e Short-term UST yields, which are highly sensitive to near-term rates outlook, Straits Times 3,180.88 0.29

climbed 6bps to 5.08%, while the longer-dated 10Y closed just below the  KLCI 30 144441 -0.02
flatline at 4.24%. 10Y European bond yields rose between 2-7bps.

FX
e DXY held steady, gaining 0.1% d/d to 104.08 after a more hawkish tone than ;Ilar Index 10408  0.09
expected by Powell. Both the EUR and GBP clos¢.ad weaker between 0.1%-0.2% S 1.0796 013
d/d, as weak Eurozone and UK PMIs prompted investors to scale back bets on
further rate hikes. Regional currencies closed mixed, with JPY leading losses at GBP/USD 1.2578 049
0.4% d/d but MYR and SGD closed stronger by around 0.1% d/d each at 4.6407  USD/JPY 146.44  0.42
and 1.3561. AUD/USD 0.6404 -0.20
USD/CNH 7.2948 0.20
e In the commodities markets, oil rose in tune of 1.0%-1.3% d/d, while gold BRI 4.6407 011
dipped 0.4% d/d after Powell left the door open for more rate hikes. AT e G
Powell: Inflation remains too high and the Fed is prepared to raise rates
further Commodities
+  Key highlights from Fed Chair Jerome Powell’s speech at the Jackson Hole ~ WTI ($/bbl) e
symposium: 1) Inflation remains too high and thus, Fed is prepared to raise  Brent ($/bbl) 84.48 1.34
rates further and intend to hold policy at a restrictive level until they are  Gold ($/02) 1,911.10 -0.37
confident that inflation is moving sustainably down towards its 2% target. 2) Copper ($$/MT) 8,355.50 -0.05
GDP growth has come in above Fed’s expectations and the persistently above- | . Aum(S/MT) 2,150.50  -0.32
trend growth could put further progress on inflation at risk. 3) Fed will proceed PO (RM/tonne) 3,815.50 0.20

“carefully” in the upcoming meeting as they assess the incoming data and the Source: Bloomberg, HLBB Global Markets Research
evolving outlook and risks. 4) Powell said that they are navigating “by the stars  * pated as of 24 Aug for cPO

under cloudy skies” and thus, risk-management considerations are critical. 5)

Referring to the Philips curve, the relationship between labor market slack and

inflation, Powell noted that it is difficult to know with precision how steep that

relationship is in real time or how it might evolve as labor market tightness

changes.




Downward revision in US consumer sentiments; upward revision in inflation
expectations

University of Michigan’s Consumer Sentiment Index was revised downwards
by 1.7ppts to 69.5 in August (Jul: 71.6). Nonetheless, this is still 39% above the
all-time historic low reached in June 2022, and the long-run economic outlook
remains higher than just two months ago. At the same time, year-ahead and
long run inflation expectations were revised upwards by 0.1-0.2ppts each to
3.5% and 3.0% respectively (July: 3.4% and 3.0%), still elevated above the 2
years pre-pandemic.

Kansas City Fed Services Activity index was unchanged at -1 in August (Jul: -1
and June: +14) and expectations for the next six months continued to grow
modestly. Wholesale firm revenues increased substantially, while autos and
retail trade declined significantly. Most m/m sub-indices stayed fairly
constant, but most participants in the survey expect input prices to increase
at a faster pace than selling prices.

German business sentiment worsened; 2Q GDP maintained at zero
Germany’s IFO business climate worsened more than expected, falling for the
fourth straight month to 85.7 in August (Jul: 87.4) as a restrictive interest rate
environment and the weak global economy made it difficult for the export
nation. This comes after separate data confirming that the economy posted
zero growth in 2Q (1Q: -0.1% q/q).

China’s industrial profits fell 6.7% y/y in July

The contraction in industrial profits narrowed to -6.7% y/y in July (June: -8.3%
y/y), while YTD profits fell 15.5% y/y. As it is, metal manufacturers were
amongst the worst performers reflecting the drag from the property slump,
but these were offset by a boost from the new energy vehicle boom as well as
lower producer prices, which supported the midstream and downstream
industries.

In an effort to support the economy, it is reported that China is proposing that
local governments can scrap a rule that disqualifies people who've ever had a
mortgage, even if fully repaid, from being considered a first-time buyer and to
cut stamp duty on stock trading by as much as 50%.

Singapore’s IPI fell at the slower pace since October

IPI contracted less than expected by -0.9% y/y in July (June: downwardly
revised -6.6% y/y). This marks the 10" month of contraction, albeit at the
slowest pace since October 2022. Stripping the volatile biomedical, output
registered its first y/y growth since January at +1.7% vy/y, driven by a
turnaround in the electronics cluster (+5.1% y/y vs. June: -2.9% y/y) as well as
chemicals. Transport engineering also picked up pace.

Malaysia’s headline CPI tapered off for a 5™ straight month to 2.0% in July
Malaysia’s headline CPI trended lower for the 5th straight month, printing a
2.0% y/y increase in July (Jun: +2.4% y/y). This came in lower than expectations
to mark its smallest gain in almost two years. The moderation in prices
remained relatively broad-based, cementing the case for softening inflation
outlook. Continuous pullback in core and services CPI further reinforced this
view. Core CPI dwindled to 2.8% y/y (12-month low) while services CPI
retreated to 2.9% y/y (13-month low) in July (Jun: +3.1% and +3.2% y/y
respectively). On a m/m basis, CPI inched up a mere 0.1% m/m in July (Jun:
+0.2% m/m).
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¢ Inflation outlook is well poised to moderate further from here underpinned by
further retreat in supply-driven pressure while demand-pull inflation is
expected to be contained by prospects of slower economic growth and hence
more modest consumer demand going forward. No change to our full year
average CPI forecast of 2.6% for 2023. CPl increased 3.0% y/y year-to-date July
and we expect the CPI prints to nudge lower to the 2.0% handle towards the
end of the year, barring any abrupt introduction of subsidy reform or
adjustment. This would also suggest a positive real interest rate will pick up
from here, supporting the case for BNM to keep OPR steady at 3.00% for the
remainder of the year.

House View and Forecasts

FX This Week 3Q-23 4Q-23 1Q-24 2Q-24
DXY 101-106 102 101 100 99
EUR/USD 1.06-1.10 1.11 1.12 1.14 1.12
GBP/USD 1.24-1.29 1.29 1.31 1.33 1.30
usD/JPY 142-148 141 139 136 133
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
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

28-Aug AU Retail Sales MoM (Jul) -0.80%
JN Leading Index ClI (Jun F) 108.9
US Dallas Fed Manf. Activity (Aug) -20

28 Aug-3

Sept UK Nationwide House Px NSA YoY (Aug) -3.80%

29-Sept JN Jobless Rate (Jul) 2.50%
US FHFA House Price Index MoM (Jun) 0.70%
US S&P Corelogic CS US HPI YoY NSA (Jun) -0.46%
US JOLTS Job Openings (Jul) 9582k
US Conf. Board Consumer Confidence (Aug) 117
US Dallas Fed Services Activity (Aug) -4.2

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.




