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Global Markets Research
Daily Market Highlights

14 Aug: All eyes on US and UK’s CPIs today

UST yields and DXY tumbled following the tamer than expected producer prices in the US
GBP strengthened amid still resilient labour market; wage growth slowed to 2Y low
Crude oil prices slid on prospects of crude oil surplus next quarter

e Global equity markets and Treasuries rallied after fresh US PPI data Key Market Metrics

reaffirmed expectations that Fed could start cutting rates next month and Level did (%)
deliver a total of 100bps rate cuts by end year. Led by Nasdaq, all the 3 major  Equities
indices rallied in tune to 1.0-2.4% d/d after the latest PPl print came in @ pow Jones 39,765.64 1.04
shade lower than expected at +0.1% m/m. Earnings released during the day  sgp sgp 5,434.43 1.68
were mixed, while among individual stocks, Home Depot cut its profit NASDAQ 17,187.61 243
outlook for the year and Starbucks shares rallied after the coffee chain Stoxx Eur 600 501.66 0.52
replaced its CEO with Chipotle’s boss. o 8,235.23 0.30
The softer than expected PPI print in the US also lifted appetite for European Nikkei 225 36,232.51 3.45
stocks. Stoxx Eur 600 closed up 0.5% d/d, with major bourses and most
sectors in positive territory, the latter led by healthcare, utilities and real 1300 R 0.2
estate stocks. In Asia, Nikkei 225 rose sharply by 3.5% d/d, leading gains in  "2ngSeng 17,174.06 0.6
mixed regional markets. Asian markets are poised to open higher today Straits Times 3298.57  0.72
following the US’ rally overnight. KLCI 30 et il
In the Treasury market, yields tumbled 4-9bps across the curve led by the
shorter-tenure following the release of the PPl print. The 2Y fell 9bps to EX
3.93% and the 10Y slid 6bps to 3.84%. 10Y European bond yields fell 3-7bps  Dollar Index 102.56 -0.56
overnight. EUR/USD 1.0993 0.57
In the forex market, investors took a bearish stance ahead of the US CPl  sgp/usp 1.2862 0.72
today and amid lower UST yields. The DXY tumbled 0.6% d/d to 102.56 and USD/IPY 146.84  -0.25
the Dollar weakened against all its G10 peers. GBP appreciated 0.7% d/d AUD/USD 0.6634 0.73
against the Dollar amid signs of a resilient labour market. Regional currencies e 7.1479 0.42
also strengthened against USD save the TWD. IDR, PHP and SGD led gains
against the Dollar in tune to 0.5-0.7% d/d, the latter after the government SR 44472 018
sees its 2024 GDP growth at the upper half of its initial forecast. MYR eun 1.3178 051
strengthened 0.2% d/d to close at 4.4472.
Crude oil prices broke its rally and settled 2.0-2.1% d/d lower as prospects of Commodities
crude surplus eclipsed concerns over the brewing geopolitical tension in the ~ WT! ($/bbl) 783 214
Middle East. For the former, data from the International Energy Agency Brent ($/bbl) 80.6  -1.96
showed the global oil market could swing from a deficit to a surplus next Gold ($/0z) 2,466.70 0.17
quarter if OPEC+ proceed with its plan to boost supplies. Copper ($$/MT) 8,958.50 -0.75
2,332.00 1.15

Aluminum(S/MT)

CPO (RM/tonne) 3,864.00 0.40

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 12 Aug for CPO

Softer-than-expected PPI for the US on services

e  Producer prices (PPI) rose less-than-expected in July amid its first decline in
services costs, opening the door further for the Fed to start lowering its
policy rates. Headline PPl unexpectedly eased to +0.1% m/m, while core-PPI
was flat (June: +0.2% m/m vs +0.3% m/m). On a y/y basis, both headline and
core moderated to +2.2% y/y and +2.4% y/y respectively, sharply lower than
the prior month’s +2.7% y/y and +3.0% y/y. The wholesale inflation reading
was relatively tame despite a 0.6% m/m jump in final demand goods prices




due to gasoline. Countering this was the 0.2% m/m fall in services costs, due
to margins for machinery and vehicles wholesaling.

Despite this, cost pressures, especially labor costs, continue to plague small
business operations. Consequently, although the NFIB Small Business
Optimism Index unexpectedly rose to its highest reading since February 2022
to 93.7 in July (June: 91.5), the index at this level remains below its 50Y
average.

Eurozone’s investor sentiment fell sharply

The ZEW Survey Expectations for the Eurozone fell sharply to 17.9 in August
(Jul: 43.7). The last time the indicator experienced a steeper decline was
April 2020, while investor sentiment in Germany also fell steeply by 22.6
points to 19.2. The downtick for the export-intensive German sentiment was
largely underpinned by weaker economic outlook for the US and China,
ambiguous monetary policy outlook and growing concerns over an
escalation in conflict in the Middle East.

UK labour indicators remained resilient; wage growth eased sharply
partially due to high base

In a sign of labour market resilience, UK created more jobs than expected in
July (+24k vs +14K) and the unemployment rate unexpectedly dropped to
4.2% for the 3 months ended June (prior: 4.4%). Separate data also showed
that wage growth cooled to 5.4%, matching expectations but slowing from
5.8% previously and its weakest y/y increase since summer 2022.
Nonetheless, the sharp drop was partially due to high base effects where
June 2023’s print was inflated by pay settlements made in the health sector
and as such, unlikely to assuage lingering concerns over strong wage growth
keeping prices elevated. In fact, BOE’s Catherine Mann warned as recently as
this week, that an “upward ratchet” in wages will “take a long time to erode
away.” As it is, the market is pencilling in a 25bps rate cut by November’s
monetary policy meeting.

Australia’s wage growth remains elevated, consumer confidence
rebounded; mixed prints on the business front

A slew of favourable consumer prints from Australia that will most likely
support recent RBA Governor’s comments that rate cuts are unlikely this
year. Wage growth remained elevated in 2Q and unexpectedly held
unchanged at 4.1% y/y, driven by the newly synchronised timing of public
sector agreement increases which took effect 14 March and will most likely
keep inflation pressures persistent. Consumer sentiment also ticked up to
2.8% m/m in August from -1.1% m/m previously as consumers were less
worried about further interest rate increases and amid clearer signs of
support from tax cuts and fiscal measures.

Indicators on the business front were nonetheless mixed. The NAB business
conditions index rose 2 points to +6 but still remains below its long-run
average, reflecting the slowing Australian economy but business conditions
fell 2 points to +1.

House View and Forecasts

FX This Week 3Q-24 4Q-24 1Q-25 2Q-25
DXY 101-105 102.41 100.87 99.86 98.86
EUR/USD 1.08-1.11 111 1.12 1.10 1.08
GBP/USD 1.26-1.29 1.29 1.30 1.30 1.29
usb/JpY 144-150 145 143 140 137
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AUD/USD 0.64-0.68 0.66 0.66 0.67 0.68
USD/MYR 4.43-4.51 4.50 4.40 4.35 4.30
USD/SGD 1.31-1.34 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
14-Aug UK CPI Core YoY (Jul) 3.50%
UK PPI Output NSA YoY (Jul) 1.40%
UK House Price Index YoY (Jun) 2.20%
EC GDP SA QoQ (2Q P) 0.30%
EC Employment QoQ (2Q P) 0.30%
US MBA Mortgage Applications 6.90%
US Real Avg Weekly Earnings YoY (Jul) 0.60%
US CPI Ex Food and Energy YoY (Jul) 3.30%
15-Aug AU CBA Household Spending MoM (Jul) 0.60%
JN GDP Annualized SA QoQ (2Q P) -1.80%
AU Consumer Inflation Expectation (Aug) 4.30%
CH 1-Yr Medium-Term Lending Facility Rate 2.30%
CH New Home Prices MoM (Jul) -0.67%
AU Unemployment Rate (Jul) 4.10%
CH Industrial Production YTD YoY (Jul) 6.00%
CH Retail Sales YTD YoY (Jul) 3.70%
CH Fixed Assets Ex Rural YTD YoY (Jul) 3.90%
CH Surveyed Jobless Rate (Jul) 5.00%
UK GDP QoQ (2Q P) 0.70%
US Empire Manufacturing (Aug) -6.6
US Retail Sales Advance MoM (Jul) 0.00%
US Philadelphia Fed Business Outlook (Aug) 13.9
US Initial Jobless Claims 233k
US Import Price Index YoY (Jul) 1.60%
US Industrial Production MoM (Jul) 0.60%
US NAHB Housing Market Index (Aug) 42

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.




