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8 Aug: Lingering unease in the financial markets

Early rally in US equity markets fizzled out; UST yields closed mostly higher; Slightly firmer DXY
JPY weakened after BOJ’s Uchida said that BOJ won’t raise rates if markets are unstable
US consumer spending and China’s exports growth slowed; Japan’s leading index fell

e  Wall Street kick-started the day on a positive note after the Bank of Japan’s Key Market Metrics

deputy governor Shinichi Uchida commented that the bank won'’t raise rates if Level did (%)
markets are unstable, but this early rally fizzled out in sign of lingering unease  Equities
over the recent equity weakness as well as the state of the US economy. The 3  pow Jones 38,763.45 -0.60
major indices closed down in tune to 0.6-1.1% d/d as shares of technology, sgp 500 5,199.50 0.77
healthcare and consumer discretionary were hammered, while energy, NASDAQ 16,195.81 1.05
utilities, financials and consumer staples stocks gained. Disappointing ¢, . ¢ 0o 495.96 1.54
corporate earnings from Walt Disney to Airbnb and Super Micro Computer o 8,166.88 175
also weighed down on the respective stocks and Wall Street. Nikkei 225 35,089.62 119
European markets, nonetheless, closed their sessions in green. Stoxx Eur 600 1 300 3,341.49 G
logged its strongest session since November 2023 at 1.5% d/d, as banks
clawed back recent steep losses and sent the financial sector up 2.5% d/d. RIS 2 It 8
Asian stocks also closed up but are set for a retreat today following the Straits Times 3,249.72 160
futures. KLCI 30 1,591.87 1.11
In the bond market, the 2Y Treasury yield slipped 1bps to 3.96%, but the 10Y
yield continued its climb and closed 5bps higher at 3.94%. 10Y European bond EX
yields increased between 3-9bps. Dollar Index 103.20 0.22
DXY was slightly firmer by 0.2% d/d at 103.20 and the Dollar closed mixed EUR/USD 1.0022 -0.08
against its G10 peers and regional currencies. Haven currencies like JPY (-1.6%  GBP/USD 1.2692 0.01
d/d) and CHF (-1.2% d/d) were laggards, while GBP closed just above the sp/jpy 146.68 1.62
flatline at 1.2692. In Asia, CNH, MYR and SGD weakened between 0.2-0.5% d/d =, D/USD 0.6519 20.02
to 7.1733, 4.4980 and 1.3277 respectively. USD/CNH 7.1733 0.20
Crude oil prices recovered from their recent rout and rallied in tune to 2.4- USD/MYR 4.4980 0.52
2.8% d/d, as investors remained on edge over the retaliatory strike from Iran USD/SGD 1.3277 0.17
on Israel. Prices were also supported by the production halt in Libya and lower
inventories data from the US.
Commodities

US consumer credit slowed on revolving credit; mortgage applications WTI (/bbl) 7523 21
rebounded as rates eased Brent (S/bbl) 7833 242
A mixed slew of economic data from the US. Consumer credit grew at a much ~ Gold ($/oz) 2,390.50 0.06

8,769.50 -1.78

Copper ($5/MT)
Aluminum($/MT) 2,288.00  -0.35

CPO (RM/tonne) 3,903.00 -1.80

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 6 Aug for CPO

slower pace than expected in June ($8.9bn vs $13.9bn) as revolving credit,
which includes credit cards, declined the most since 2021 at $1.7bn (prior:
+$13.9bn). Non-revolving credit, such as loans for auto purchases and tuition,
rose $10.6bn (prior: +$7.1bn) but amid slowing wage growth, dwindling
savings rate and still elevated interest rates, this suggests that households
tapping credit for purchases may not sustain spending for much longer.

e Mortgage applications rebounded a sharp 6.9% w/w for the week ended 2
August (prior: -3.9% w/w) to its highest level this year, as the mortgage rates
eased across the board. The 30Y fixed rate fell to 6.55%% for the week, its
lowest level since May 2023 following dovish comments from the Fed and




weak job prints.

Japan’s leading index fell on housing and labour market

The leading index fell more than expected to 108.60 in June from 111.2
previously, weighed down by a relatively weak housing market and softer job
market sub-indices. The assessment of the coincident index was maintained as
“halting to fall,” suggesting some pockets of weakness in the Japanese
economy and reaffirming our view that the central bank will likely stay
cautious in terms of their monetary tightening policy for now.

China’s exports unexpectedly slowed

Despite lower base effects, China’s export unexpectedly slowed to 7.0% y/y in
July from +8.6% y/y previously, suggesting that foreign trade that has largely
propped up growth may be cooling and raising expectations that growth may
undershoot Government’s target of 5.0% this year. The softer growth was
weighed down by lower exports to Japan, Russia and Australia, while exports
to Singapore fell at a larger pace. By products, exports were weighed down by
demand for rare earths, but shipments of cars, home appliances and smart
phones grew at a solid pace before the increase in trade tariffs from the US
starting 2025.

Malaysia’s foreign reserves rose sharply
Reserves rose a sharp $1.4bn in 2H of July to $114.7bn as of end-July (1H: -
$0.5bn). The reserves position is sufficient to finance 5.5 months of imports of

goods and services and is 1.0 times of the total short-term external debt.

House View and Forecasts

FX This Week 3Q-24 4Q-24 1Q-25 2Q-25
DXY 102-106 102.41 100.87 99.86 98.86
EUR/USD 1.07-1.11 1.11 1.12 1.10 1.08
GBP/USD 1.26-1.29 1.29 1.30 1.30 1.29
usD/JPY 143-152 145 143 140 137
AUD/USD 0.64-0.67 0.66 0.66 0.67 0.68
USD/MYR 4.39-4.54 4.50 4.40 4.35 4.30
USD/SGD 1.31-1.35 1.33 1.32 1.30 1.28
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
Up Next
Date Events Prior
8-Aug JN Bank Lending Ex-Trusts YoY (Jul) 3.60%
JN Eco Watchers Survey Outlook SA (Jul) 47.9
US Initial Jobless Claims 249k
9-Aug CH PPI YoY (Jul) -0.80%
CH CPI YoY (Jul) 0.20%
MA Manufacturing Sales Value YoY (Jun) 5.50%
MA Industrial Production YoY (Jun) 2.40%

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.




