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5 Aug: Sluggish US jobs data sparked recession fears

Slower-than-expected gains in US NFP, wage growth; unemployment rate ticked up
Sell-off in the global equity markets as investors turned adverse; Bond yields and DXY fell
Australia’s household spending fell, producer inflation accelerated; Singapore’s PMI picked-up

e A much weaker-than-anticipated jobs report triggered fears that the US Key Market Metrics

could fall into a recession, causing investors to turn risk adverse and drove a Level did (%)
broad-based sell-off in the global equity markets. In the US, the 3 major  Equities
indices fell in tune to 1.5-2.4% d/d, with consumer discretionary and pow Jones 39,737.26 -1.51
financial stocks leading losses. Some megacap tech names also logged steep  sgp 500 5,346.56 -1.84
losses, weighed down by disappointing earnings or guidance. Amazon and NASDAQ 16,776.16 2.43
Intel shares plunged as the former’s Al spending spooked investors, and the Stoxx Eur 600 497.85 273
latter after reporting a big miss on earnings. o 8.174.71 1.31

e In Europe, Stoxx 600 tumbled 2.7% d/d and investors took shelter in — 35,909.70 5.81
defensive stocks like utilities and selected pharmaceutical stocks. Asian 1 300 3,384.29 e
markets closed in the red, with Nikkei 225 tanking as much as 5.8% d/d, and
are expected to follow the US’ slump today. RIS 2 16,845.61 208

e In the Treasury market, UST yields fell sharply between 17-27bps across the ~ Straits Times 338145 12
curve, as investors flooded into bonds for safety. The 2Y yield fell 27bps to kLG 30 1611.05  0.81
3.88% and the 10Y slid 19bps to 3.79%. 10Y European bond yields dropped
between 1-14bps. EX

e DXY sank to as low as 103.13 during the day, before paring some of its losses  Dollar Index 10321 -1.16
to close at 103.21 (-1.2% d/d), its lowest since at least March. The Dollar  EUR/USD 1.0911 1.11
weakened against all its G10 peers and regional currencies, save the INRand  GBp/USD 1.2801 0.49
TWD. JPY (+1.9% d/d) and CHF (+1.6% d/d) led gains against USD amongst  ysp/jpy 146.53 -1.89
the G10, and MYR (+1.6% d/d to 4.4970) and CNH (+1.2% d/d) amongst AUD/USD 0.6511 0.15
regional currencies. SGD also appreciated by 0.7% d/d to close at 1.3268. USD/CNH 7.1638 1.21

e  Qil slumped between 3.4-3.7% d/d on demand concerns from both the US USD/MYR 4.4970 158
and China, overshadowing the heightened geopolitical risks in the Middle EEEES 1.3268 074
East.

Weaker than expected NFP prints from the US Commodities

o The non-farm payroll (NFP) report was weaker than expected for the month ~ WT! (s/bbl) 73.52 -3.66
of July, making the case for the Fed to start cutting rates in September and ~ Brent ($/bbl) el e
we pencilling in a 50-75bps rate cut by end-2024. Gains in NFP moderated ~ Gold ($/0z) 2,425.70 0.38
to +114k (June: +179k) with 29k of downward revisions to the past two Copper ($5/MT) 8,055.50 0.03
months. While employment continued to trend up in health care, Aluminum($/MT) 2,263.50 -1.42
construction, and in transportation & warehousing, the information sector  cpo (RM/tonne) 3,989.00 -1.51

lost jobs during the month. Both average hourly earnings and weekly hours
also slowed to +0.2% m/m and 34.2 hours respectively (June: +0.3% m/m
and 34.3 hours) but more importantly, the unemployment rate
unexpectedly rose 0.2ppts to 4.3%, triggering the Sahm Rule. The Sahm
Recession Indicator signals the start of a recession when the 3-month
moving average of the national unemployment rate rises by 0.5ppts or
more relative to the minimum of the three-month averages from the

Source: Bloomberg, HLBB Global Markets Research
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previous 12 months.

On the manufacturing front, factory orders fell more than expected by 3.3%
m/m in June (May: -0.5% m/m) largely due to transportation goods. Non-
defense capital goods excluding aircraft, which are seen as a proxy of
business spending plans on equipment, nonetheless, remained solid and
increased 0.9% m/m in June, slightly revised down from the 1.0% reported
last month.

Australia’s household spending fell for the first time in 3 months; lending for
homes and producer prices accelerated

Singa

A mixed slew of data in Australia, supporting our view that the RBA will most
likely maintain status quo for now. Household spending fell 0.5% m/m in
June (May: 1.0% m/m), its first monthly drop in 3 months on the back of
lower spending on services like recreational & cultural services, hotel
accommodation, as well as dining out. On the other hand, lending to home
loans rebounded more than expected by 1.3% m/m (May: -1.7% m/m) as
investor loans outpaced owner-occupiers. PPl also accelerated to +1.0% q/q
and +4.8% qg/q in 2Q (1Q: +0.9% q/q and +4.3% q/q), likely to keep
inflationary pressures elevated. Producer price inflation was seen across
most industries, with construction costs pushed up by rising labour costs
and skilled trade shortages, while services costs were driven up by higher
prices linked to fees for property operators.

The final S&P Services PMI was revised down 0.4ppts to 50.4 in July, easing
from June’s 51.2. This is the slowest growth in 6 months as employment
growth slowed and new orders dipped below the neutral level. Selling price,
nonetheless, climbed to its 1Y high, likely reflecting the Fair Work
Commission adjustment to basic wages.

pore headline PMI accelerated; electronics sector remained expansionary
PMI expanded at a faster pace of 50.7 in July (June: 50.4) as the linchpin
electronics sector remained expansionary at 51.0 (June: 51.2). On the back
of the uptrend in the global semiconductor cycle and in line with the new
orders, new exports and future business sub-indices gaining momentum
during the month, we believe that the recovery of the electronics sector
and manufacturing, remains firm going forward.

House View and Forecasts

FX This Week 3Q-24 4Q-24 1Q-25 2Q-25
DXY 102-106 104.28 102.71 101.69 100.67
EUR/USD 1.07-1.11 1.08 1.09 1.08 1.06
GBP/USD 1.26-1.29 1.28 1.29 1.28 1.28
usD/JPY 143-152 158 155 151 148
AUD/USD 0.64-0.67 0.67 0.68 0.69 0.69
USD/MYR 4.43-4.61 4.66 4.60 4.54 4.50
USD/SGD 1.31-1.35 1.34 1.33 1.32 1.30
Rates, % Current 3Q-24 4Q-24 1Q-25 2Q-25
Fed 5.25-5.50 5.00-5.25 4.50-4.75 4.25.-4.50 4.00-4.25
ECB 3.75 3.50 3.25 3.00 2.75
BOE 5.00 5.00 4.75 4.50 4.25
BOJ 0.25 0.25 0.25 0.40 0.40
RBA 4.35 4.35 4.35 4.10 3.85
BNM 3.00 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research
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Up Next

Date Events Prior

5-Aug HK S&P Global Hong Kong PMI (Jul) 48.2
JN Jibun Bank Japan PMI Services (Jul F) 53.9
S| S&P Global Singapore PMI (Jul) 55.2
CH Caixin China PMI Services (Jul) 51.2
S| Retail Sales SA MoM (Jun) 2.40%
EC HCOB Eurozone Services PMI (Jul F) 51.9
EC Sentix Investor Confidence (Aug) -7.3
UK S&P Global UK Services PMI (Jul F) 52.4
EC PPI YoY (Jun) -4.20%
US S&P Global US Services PMI (Jul F) 56
US ISM Services Index (Jul) 48.8

6-Aug JN Labor Cash Earnings YoY (Jun) 1.90%
JN Household Spending YoY (Jun) -1.80%
AU RBA Cash Rate Target 4.35%
EC Retail Sales MoM (Jun) 0.10%
US Trade Balance (Jun) -$75.1b

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.




