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Global Markets Research
Daily Market Highlights

16 Aug: Resilient retail sales and labour prints from the US

Resilient consumer and labour prints calmed recession fears; traders pared rate cut bets
Increased appetite for global equities; UST yields jumped; Dollar Index closed higher
Expect upward revision to Malaysia’s 2Q GDP today; confirming brighter growth outlook in 2024

e The three major US equity indices rallied 1.4-2.3% d/d overnight as investors Key Market Metrics

regained confidence in the US economy following upside surprises in Level did (%)
consumer and labor data. In short, retail sales print grew stronger than  Equities
expected, while the number of people claiming initial jobless benefits fell to  pow Jones 40,563.06 1.39
its lowest since July. Dow component Walmart added to the momentum  ¢gp 500 5,543.22 1.61
with a solid earnings report, further cementing expectations that consumer 4 DAQ 17,594.50 234
spending should hold up going forward. Elsewhere, Cisco Systems shares o, . ¢ oo 509.88 115
also jumped after announcing plans to cut its workforce. i 8,347.35 0.80
In Europe, Stoxx Eur 600 ended up 1.2%, boosted in the afternoon by the — 36,726.64 078
release of the strong US retail sales data. The technology sector led gains for cs1 300 3,341.95 e
the index, followed by financials and consumer discretionary. Asian markets
also gained after Japan's GDP growth beat expectations, and are expected to RIS 2 et 002
extend its uptrend today as US recession fears fade. Straits Times 3,318.73 0.90
In the Treasury market, bond yields closed higher with the front-end KLCI 30 161294 0.04
underperforming in a bear flattener. The 2Y yields shot up 14bps to 4.09%,
while the 10Y rose 8bps to 3.91%. 10Y European bond yields also increased EX
between 6-10bps. Dollar Index 102.98 0.40
In the forex market, DXY closed up 0.4% d/d to 102.98, with appetite for the  EUR/USD 1.0972 -0.36
US Dollar getting a lift from the retail sales and jobs prints beat. The Dollar  GBp/USD 1.2855 0.20
strengthened against all its regional peers save for the AUD (+0.2% d/d) and  ysp/spy 149.28 1.32
GBP (+0.2% d/d), both of which benefited from favourable economic AUD/USD 0.6612 0.21
numbers for their respective economies — 2Q GDP for the UK and jobs data ;¢p /enp 7.1796 0.45
for Australia. Regional currencies closed mixed against the Dollar, with CNH, USD/MYR 4.4377 0.40
SGD and MYR depreciating between 0.4-0.5% d/d, with the MYR closing at USD/SGD 13224 0.47
4.4377.
Crude oil prices halted its 2-day drop amid jittery on potential Iranian attack
on Israel, as well as after the strong US retail sales reading. Both the WTI and Commodities
Brent rallied 1-5-1.6% d/d but price outlook going forward could potentially W' (5/bbl) 78.16 153
be weighed down by the winding of the summer driving season as well as ~ Brent (5/bbl) 81.04 1.60
soft demand for crude from China. Gold ($/0z) e
Copper ($$/MT) 9,148.50  2.01
Resilient consumer spending and labour market data eased economic- Aluminum($/MT) 2,363.50 1.20

slowdown fears; traders pared rate cut bets CPO (RM/tonne) 3,856.00 -0.21

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 14 Aug for CPO

e The stronger retail sales and jobless claims prints allayed recession fears and
saw traders pencilling in a 25bps rate cut in the September FOMC meeting
rather than the 50bps prior to that. Retail sales came in firmer than expected
at +1.0% July (prior: -0.2% m/m) while sales within the control group (which
excludes vehicles, gas, food services and building materials) slowed but also
out-beat forecasts at +0.3% m/m (prior: +0.9% m/m). A 3.6% m/m jump in
sales motor vehicles accounted for the bulk of the increase for headline,




further supported by food & beverages as well health & personal care.
Spending on food services, a proxy for services demand, also rebounded a
modest 0.3% m/m.

Meanwhile, jobless claims fell for the second week to its lowest since July in
a sign of labour market resilience. Jobless claims fell 7k to 227k for the week
ended August 10 (Aug 3: -16k), while continuing claims dropped 7k to 1864
the week prior (Jul 27: +2k).

Rounding out the main US indicators, we have IPI falling the most since
January on Hurricane Beryl. The 0.6% m/m decline in IP| followed a 0.3%
m/m increase the prior month, as the hurricane resulted in facility closures
and reduced output for natural gas as well as motor vehicles.

Import prices unexpectedly advanced 0.1% m/m after being unchanged in
June, driven by higher prices for fuel as well as foods, feeds, & beverages,
automotive vehicles and capital goods. The y/y increase at 1.6% was the
largest since December 2022.

Challenging housing affordability and buyer hesitation due to elevated
interest rates and high home prices weighed on builder confidence, sending
the NAHB Housing Market Index unexpectedly deteriorating to 39 in August
(Jul: 41). This is the lowest reading since December 2023 but is expected to
improve going forward in line with easing mortgage rates.

UK grew a steady 0.6% q/q in 2Q; growth stalled in June due to temporary
factors

Matching expectations, the UK’s economy saw another quarter of steady
growth in 2Q (+0.6% q/q vs +0.7% q/q prior) but monthly GDP growth stalled
in June, easing from +0.4% m/m previously. We are nonetheless unfazed by
the sharp slowdown for June given that some industries have been
temporarily affected by the general election while the NHS strikes could
have disrupted activity as well. With this, we expect the economy to remain
on a firm path to recovery, with the BOE expecting GDP to continue to grow
by 0.4% in 3Q and to 0.2% in 4Q.

Detail wise, the deceleration in 2Q was underpinned by softer private
consumption (+0.2% q/q vs +0.4% q/q) and total investment (+0.4% q/q vs
+0.9% q/q), which more than negated the impact from higher government
spending (+1.4% q/q vs 0.0%) during the quarter. Meanwhile, the flat growth
in June was due to softer services (-0.1% m/m vs +0.3% m/m) and
construction (+0.5% vs +1.7% m/m) sectors, which more than offset the pick-
up in manufacturing production (+1.1% m/m vs +0.3% m/m).

Record participation rate in Australia sent unemployment rate ticking up

Australia’s labour market remained tight in July and continued to beat
expectations, adding weight that the RBA will most likely keep policy rates
unchanged and put greater focus on CPI prints going forward. Although the
unemployment rate unexpectedly ticked up to 4.2% in July (prior: 4.1%), its
highest since November 2021 this was largely due to its record high
participation rate of 67.1%. The number of unemployed remains around 70k
below its pre-pandemic level and the number of employed unexpectedly
picked up pace to +58.2k from +52.3k previously. Separate data also
supports our view of status quo if not a hike, with the Melbourne Institute
inflation expectations accelerating to 4.5% in August from 4.3% previously.

Mixed prints from China; consumer spending continued to languish
Uneven economic data in China signalled a not meaningful recovery going
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forward, with the factory sector continuing to outpace sluggish consumption
growth. NBS, nonetheless, characterized the economy as “overall stable”
with some improvements, but flagged concerns from the challenging
external environment and insufficient domestic sector. Hence, we continue
to expect further policy measures to shore up the domestic economy.
Industrial output decelerated more than expected to 5.1% y/y in July (June:
+5.3% y/y), while retail sales climbed a mere 2.7% y/y (June: +2.0% vy/y),
albeit better than expected. Jobless rate also unexpectedly ticked up to 5.2%
from 5.0% previously, while fixed asset investment unexpectedly eased to
3.6% YTD (1H: 3.9%). Despite measures to support the housing market,
property indicators continued to slump, with property investment
contracting 10.2% YTD (1H: -10.1% y/y) and new and used home prices
declining by 0.7% and 0.8% (prior: -0.7% and -0.9%).

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 1.11 1.12 1.10 1.08
GBP/USD 1.26-1.29 1.29 1.30 1.30 1.29
usD/IpY 144-150 145 143 140 137
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

16-Aug S| Non-oil Domestic Exports SA MoM (Jul) -0.40%
MA GDP YoY (2Q.F) 5.80%
UK Retail Sales Inc Auto Fuel MoM (Jul) -1.20%
HK GDP YoY (2Q F) 3.30%
HK Unemployment Rate SA (Jul) 3.00%
EC Trade Balance SA (Jun) 12.3b
US Building Permits MoM (Jul) 3.40%
US New York Fed Services Business Activity (Aug) -4.5
US Housing Starts MoM (Jul) 3.00%
US U. of Mich. Sentiment (Aug P) 66.4

19-Aug JN Core Machine Orders MoM (Jun) -3.20%
MA Exports YoY (Jul) 1.70%
US Leading Index (Jul) -0.20%

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.




