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Global Markets Research

30 Nov: 10Y UST vyields fell below 4.30%

UST yields fell 7-9bps as continuous dovish Fed comments spurred rate cut bets
DXY rebounded after upward revision in 3Q GDP showed fastest growth in nearly two years
OECD: Global growth is projected to ease in 2023 and 2024; picking up slightly in 2025

e The US equity markets gave up early gains to close mixed as big tech stocks Key Market Metrics

retreated. The Dow Jones Industrial Average closed just above the flatline, Level d/d (%)
while the S&P 500 and Nasdaq ticked down between 0.1-0.2% d/d. The Equities
communication services and energy sectors were the biggest losers in S&P  pow Jones 35,430.42 0.04
500, while in Fed speak, Cleveland Fed President Loretta Mester signalled that  ¢gp 500 4,550.58 -0.09
she would support maintaining the policy rates in December to assess whether NASDAQ 1425849  -0.16
inflation is on track to attain the 2.0% target. e S T 450.10 0.45
Elsewhere, European markets closed mixed while Hang Seng led losses in Asia s 7.423.46 043
at-2.1% d/d. CSI 300 also fell to its 1-month low. Mirroring a flat day in the US, Nikkei 225 13,321.22 0.9
shares in Asia are set for a muted opening.

. . L Sl 300 3,488.31 -0.86
Treasury yields dropped further as traders increased bets that the Fed is likely
to start cutting rates next year after Fed Governor Chris Waller's earlier ~H2ngseng 16,99344 208
comments that the policy rate is well positioned to slow the economy and get ~ Straits Times 3,084.70 0.61
inflation back to target. The 10Y yield dipped below 4.30% for the first time  KLCI 30 Ll ok
since September (-7bps to 4.26%), while the 2Y fell to its lowest since July (-
9bps to 4.65%). 10Y European bond yields also closed down between 6-10bps.  EX
DXY rebounded just above the flatline to 102.77 after US 3Q GDP came in  Dollar Index 102.77 0.02
better than initially estimated, appreciating against most G10 currencies EUR/USD 1.0969 -0.22
except CHF, JPY, GBP and NZD. NZD strengthened 0.3% d/d following the GBP/USD 1.2695 0.01
Reserve Bank of New Zealand’s hawkish stance. EUR weakened 0.2% d/d, USD/IPY 147.24  -016
pressured by slower than expected inflation data from Germany. Asian AUD/USD 0.6617 048
currencies, meanwhile, closed mostly stronger against the USD save the HKD, R 71432 0.15
CNH and SGD. USD/MYR 46520  -0.41
Oil jumped between 1.7-1.9% d/d ahead of the OPEC+ meeting amid
uncertainties over production quota, while the Black Sea shutdowns lent USD/SGD 13329 o1
further support to prices.

Commodities

OECD: Global growth is projected to ease to 2.9% in 2023, 2.7% in 2024 WTI ($/bbl) 77.86  1.90
before inching up to 3.0% in 2025 Brent ($/bbl) 8310 174
Key highlights from the latest OECD Economic Outlook includes: 1) Global Gold ($/0z) 2,047.10 0.35
growth is projected to be 2.9% in 2023, weakening to 2.7%in 2024. As inflation  copper ($$/MT) 8,415.50 -0.68
abates further and real incomes strengthen, the world economy is projected  Ajyminum($/MT) 2,21400  -0.14
to grow by 3.0% in 2025. Global growth remains highly dependent on fast- 4 (RM/tonne) 3,749.50 0.28

growing Asian economies. 2) Headline inflation is expected to return to central
bank targets in most major economies by the end of 2025. OECD headline
inflation is expected to fall gradually from 7.0% in 2023 to 5.2% and 3.8% in
2024 and 2025 respectively. 3) In the US, Fed is expected to begin cutting rates
in 2H of 2024, with policy rates expected to reach 4.00-4.25% by the end of
2025. 4) In the euro area where core inflation pressures are still relatively
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elevated, the main refinancing rate is projected to remain unchanged until the
spring of 2025. 5) In Japan, an exit from the negative short-term policy rate is
warranted next year, with the policy rate increasing gradually to 0.7% by the
end of 2025. 6) No further policy rate increases are projected in Australia,
Canada, Korea and the UK. Reductions in policy rates are projected to start in
the 2H of 2024 in Australia, Canada and Korea and in early 2025, in the UK.

US 3Q GDP revised upwards to +5.2%, fastest pace in nearly 2 years

Key highlights from the latest Beige Book include: 1) Economic activity slowed
since the previous report and outlook for the 6-12 months diminished. 2)
Retail sales remained mixed, with sales of discretionary items and durable
goods declining as consumers showed more price sensitivity. 3) Travel and
tourism activity was generally healthy. 4) Manufacturing activity was mixed
and manufacturers' outlook weakened. 5) Consumer credit remained fairly
healthy, but some banks noted a slight uptick in consumer delinquencies. 6)
Several Districts noted a slight decrease in residential sales and higher
inventories of available homes.

3Q GDP was revised upwards by 0.3ppts to +5.2% y/y (2Q: +2.1% q/q) mainly
due to upward revisions to business investment and government spending.
This is the fastest growth in nearly 2 years despite consumer spending logging
aless robust 3.6% g/q than initially estimated (Initial: +4.0% g/q and 2Q;: +0.8%
q/q) due to lower services spending.

Data from the Census showed that the trade deficit widened more than
expected to $89.8bn in October (Sep: $86.8bn) as exports contracted (-1.7%
m/m vs +2.9% m/m) while imports were flat (Sep: +2.7% m/m). The dismal
numbers do not bode well for the net export contributions to GDP in 4Q and
reflect not only slower external but also domestic demand. Accompanying
data also showed that both the wholesale and inventories came lower than
expected at -0.2% m/m and 0% respectively (Sep: +0.1% m/m and +0.4%
m/m).

Mortgage applications rose for the fourth week, albeit at a much slower pace
of +0.3% w/w for the week ended November 24 (Nov 17: +3.0% q/q) as lower
mortgage rates helped to spur a small increase in purchases. Moving forward,
the housing market will continue to be weighed down by the ongoing low
supply of existing homes while refinance activities will likely be muted as many
borrowers are locked in at much lower rates in 2020 and 2021.

Economic Sentiment mildly up in the Eurozone

Economic Confidence improved mildly and more than expected to 93.8 in
November (Oct: 93.5). The improvement was due to higher confidence
amongst consumers and construction managers, while confidence in industry,
retail trade and services remained broadly unchanged. Amongst the largest
economies, confidence improved for Netherlands, France and Poland but
eased for Spain.

UK mortgage approvals rose for the first time in 4 months; consumer credit
slowed; business index improved

Mortgage approvals topped all estimates and rose for the first time in 4
months to 47.4k in October (Sep: 43.7k) as lower borrowing costs helped the
housing market bounce back. Nonetheless, with mortgage rates unlikely to fall
below 5% in the near term, demand is expected to remain weak. BOE data
also showed that consumer credit unexpectedly slowed to +£1.3bn (Sep:
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+£1.4bn). Separate data this morning showed that Lloyds Business Barometer
unexpectedly improved for the second month to 42 in November (Oct: 39).

Australia’s inflation cooled more than expected, boosting rate pause bets

¢ Inflation eased more than expected to +4.9% y/y in October (Sep: +5.6% y/y).
Keeping inflation elevated were volatile item like food & non-alcoholic
beverages (+5.3% y/y vs +4.7% y/y), while prices for transport (+5.9% y/y vs
+9.4% y/y) and housing (+6.1% y/y vs +7.2% y/y) moderated, the former due
to automotive fuel. With this, cash rate futures pared bets for another RBA
hike to about 33% from 39% for the February 2024 meeting post the CPI print.

Mixed economic data from Japan

e Mixed data from Japan this morning. Retail sales unexpectedly turned
contractionary at -1.6% m/m in October (Sep: +0.4% m/m), but IPI picked up
more than expected to +1.0% m/m (Sep: +0.5% m/m). The decline for the
former was the first in 4 months, dragged lower by contractions in wholesale
and retailer. The stronger growth in IPI, meanwhile, reflected boost from
recovering global supply chain as well as sold demand for auto from the US.

Impact from higher rice exports prices spillover domestically for Vietnam

e CPlunexpectedly moderated to +3.5% y/y in November (Oct: +3.6% y/y), while
the expansion in IPl, exports and retail sales accelerated to +5.8% y/y, +6.7%
y/y and +10.1% y/y respectively (Oct: +4.1% y/y, +5.9% y/y and +7.0% y/y). The
deceleration in prices was driven by housing-related indicators, while
increased tuition fees and domestic rice prices continued to keep inflation
elevated.

e In the real economy, the acceleration in IPI was driven by the manufacturing
sector, while the improved export numbers were supported by electronics and
computers. Retail sales remained strong due to trade- and tourism-related
activities. As it is, the latest data suggests that the economy should hold up in
4Q as domestic demand remained resilient while external demand, mirroring
regional trends, bottomed out and recover.

House View and Forecasts

FX This Week 4Q-23 1Q-24 2Q-24 3Q-24
DXY 102-105 107 107 106 105
EUR/USD 1.07-1.11 1.04 1.04 1.04 1.05
GBP/USD 1.23-1.27 1.20 1.20 1.20 1.21
usD/JPY 147-151 150 147 144 141
AUD/USD 0.64-0.68 0.64 0.65 0.66 0.67
USD/MYR 4.64-4.70 4.74 4.69 4.65 4.60
USD/SGD 1.32-1.35 1.38 1.37 1.35 1.34
Rates, % Current 4Q-23 1Q-24 2Q-24 3Q-24
Fed 5.25-5.50 5.25.5.50 5.25.5.50 5.25.5.50 5.00-5.25
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 4.35 4.35 4.35 4.35 4.10
BNM 3.00 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research




Up Next

Date Events Prior

30-Nov AU Private Sector Credit MoM (Oct) 0.50%
CH Manufacturing PMI (Nov) 49.5
CH Non-manufacturing PMI (Nov) 50.6
JN Housing Starts YoY (Oct) -6.80%
HK Retail Sales Value YoY (Oct) 13.00%
EC CPI Estimate YoY (Nov) 2.90%
EC Unemployment Rate (Oct) 6.50%
US Personal Income (Oct) 0.30%
US Personal Spending (Oct) 0.70%
US Initial Jobless Claims 209k
US PCE Core Deflator YoY (Oct) 3.70%
US MNI Chicago PMI (Nov) 44
US Pending Home Sales MoM (Oct) 1.10%

1-Dec AU Judo Bank Australia PMI Mfg (Nov F) 47.7
JN Jobless Rate (Oct) 2.60%
JN Capital Spending YoY (3Q) 4.50%
JN Jibun Bank Japan PMI Mfg (Nov F) 48.7
MA S&P Global Malaysia PMI Mfg (Nov) 46.8
VN S&P Global Vietnam PMI Mfg (Nov) 49.6
CH Caixin China PMI Mfg (Nov) 49.5
EC HCOB Eurozone Manufacturing PMI (Nov F) 43.8
UK S&P Global/CIPS UK Manufacturing PMI (Nov F) 46.7
US S&P Global US Manufacturing PMI (Nov F) 50.0
US Construction Spending MoM (Oct) 0.40%
US ISM Manufacturing (Nov) 46.7

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.




