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16 Dec: Cautious sentiment ahead of central bank meetings

Sticky price prints in the US keep hawkish cut in view
GBP depreciated after UK’s economy unexpectedly contracted in October
CNH weakened after China’s credit data and stimulus pledge disappointed investors

e US equity markets closed mixed last Friday, with the Dow falling for the Key Market Metrics

seventh straight day by 0.2% d/d, while S&P closed just below the flatline. Level did (%)
Weighing on sentiment was caution ahead of the FOMC meeting, especially  Equities
since markets are weighing the possibility that the Fed may deliver a hawkish  pow Jones 43,828.06 -0.20
cut in this meeting. Nasdaq was the outlier, posting a 0.1% d/d gain, powered  sgp 500 6,051.09 0.00
by a surge in Broadcom Inc., which also lifted appetite for other chipmakers. NASDAQ 19,926.72 0.12
European markets were also in a downbeat mood following the disappointing ¢, £ur 600 516.45  0.53
data from the region, from UK’s GDP to Germany’s exports. CSI 300 and Hang FTSE 100 8,300.33 0.14
Seng led losses in Asia, after the stimulus pledge from Beijing’s annual Central eer 39,470.44 0.95
Economic Work Conference disappointed investors, and are likely to open os1 300 2,033.18 237
lower ahead of China data dump this morning.
. . _ Hang Seng 19,971.24 2,09
In the bond space, Treasury yields rose in tune to 5-7bps (prior: 4-6) across
the curve on concerns that sticky inflationary pressure may complicate Fed’s SrENE TIES Bk 008
easing path. The 2Y yield closed up 5bps to 4.25%, while the 10Y yield rose KLCI 30 1,608.75 0.42
7bps to 4.40%. In Europe, 10Y sovereign bond yields closed up at a narrower
pace of 4-7bps (prior: 5-16bps). EX
In the forex space, the Dollar closed mixed against its G10 peers and DXY Dollarindex 107.00 0.04
closed just above the flatline at 107.00. JPY (-0.7% d/d) underperformed its EUR/USD 1.0501 0.32
G10 peers on expectations that the Bank of Japan will maintain its monetary  GBP/USD 1.2619 -0.43
policy rate this week. GBP (-0.4% d/d) also lagged, after the economy ysp/ipy 153.65 0.67
unexpectedly contracted in October. While EUR (+0.3% d/d) rebounded after  ayp/usp 0.6362 0.1
the ECB cut rates last Thursday, CHF remained under pressure and weakened USD/CNH 7.2811 0.07
0.1% d/d. AUD (-0.1% d/d) and CNH (-0.1% d/d) continued to tumble amid ,¢p, /nivr 44495  0.25
disappointing economic data and stimulus pledge from China. MYR and SGD USD/SGD 1.3488 0.14
also weakened between 0.1-0.3% d/d, to close at 4.4495 and 1.3488
respectively. .
In the commodity space, crude oil prices settled 1.5-1.8% d/d higher on Commodities
expectations that additional sanctions on Russia and Iran could tighten LI ALY n.z e
supplies, countering supply glut outlook for 2025. Brent ($/bbl) rads 14
Gold ($/0z) 2,656.00 1.17
Steady import prices for the US Copper ($5/MT) 9,052.50 0.43
2,605.00 0.21

Aluminum(S/MT)
CPO (RM/tonne) 5,145.50 -0.80

Source: Bloomberg, HLBB Global Markets Research
* CPO dated as of 12 December

e Import prices were unchanged at +0.1% m/m in October, but defied
expectations for a 0.2% m/m drop, as increases in the costs of food and fuels,
were partially offset by decreases elsewhere. As it is, recent price indicators
have largely offered hope that the disinflationary trend remains in place
despite stalled progress, and thus, there is no change in consensus as well as
our view that the Fed will deliver a 25bps rate cut this week.




Flat IPI growth for the Eurozone

The manufacturing sector remains sluggish in the Eurozone, with industrial
output showing flat growth in October after falling 1.5% m/m previously.
Output was stable for intermediate goods while production of capital goods
grew, but these were offset by declines in energy as well as consumer goods.

UK economy unexpectedly contracted in October

Monthly GDP for October contracted by 0.1% m/m in October, unchanged from
the month before, but was below consensus forecast of a +0.1% m/m growth.
Largely underpinning the contraction was declines in construction (-0.4% m/m vs
+0.1% m/m) and production output, which includes manufacturing (-0.6% m/m vs
-1.0% m/m). Services sector, meanwhile, showed no growth for the second
month.

Median expectations of the inflation rate over the coming year, according to the
BoE/Ipsos survey, ticked up to 3.0% in November from 2.7% a quarter ago, while
GfK consumer confidence index unexpectedly improved to its 4-month high of -
17 in December (prior: -18). The latter adds to signs that consumers are growing
more confident about the outlook, in contrast to a dip in confidence before
Reeves' Autumn budget. Nonetheless, with consumers still uncertain about
making big-ticket purchases, we do need to see robust improvements in
consumer spending anytime soon, weighing on overall growth.

S&P Composite PMI for Australia dipped below the 50-threshold

The S&P Global Flash Australia Composite PMI turned contractionary for the first
time in 3-months at 49.9 in December (prior: 50.2), with the manufacturing sector
(48.2 vs 49.4) leading the downturn while services (50.4 vs 50.5) also softened.
While forward-looking indicators provided mixed signals, the employment gauge
notably contracted for the first time since August 2021. Amid softening business
conditions and muted selling price inflation, this will most likely spur the Reserve
Bank of Australia to start cutting rates in 2Q of 2025.

Strong machine orders for Japan

Core machine orders rose for the first time in June and came above street forecast
at 2.1% m/m in October (prior: -0.7% m/m). Driving the uptick was orders from
the manufacturing sector, while orders from the services sector fell. As it is, orders
will likely stay positive for the whole of 4Q (forecast: +5.7% vs 3Q: -1.3%),
suggesting that firms are positive on investment outlook and the economy is set
for a moderate recovery trend.

China’s weak loan growth suggests more concrete policy steps needed to lift
demand

China’s financing data suggests that recent stimulus measures have yet to
sufficiently lift domestic demand, and more concrete stimulus measures are
needed. Aggregate financing ticked up less than expected to 29.4tn yuan for the
period January to November, and new yuan loans totalled 17.1tn yuan for the
same period (Jan-Oct: 16.5tn yuan). Government financing was the main driver of
growth, while corporate loans fell, reflecting businesses’ concern in expanding
investment and production.

House View and Forecasts

FX This Week 4Q-24 1Q-25 2Q-25 3Q-25
DXY 105-108 105.78 105.51 103.40 102.37
EUR/USD 1.03-1.07 1.05 1.05 1.07 1.08
GBP/USD 1.26-1.30 1.28 1.28 1.31 1.32
usD/IpY 149-155 153 153 148 146
AUD/USD 0.62-0.65 0.65 0.66 0.67 0.68
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USD/MYR 4.39-4.47 4.40 4.40 4.30 4.26
USD/SGD 1.33-1.36 1.33 1.33 1.31 1.29
Rates, % Current 4Q-24 1Q-25 2Q-25 3Q-25
Fed 4.50-4.75 4.25-4.50 4.00.-4.25 3.75-4.00 3.75-4.00
ECB 3.00 3.00 2.75 2.50 2.25
BOE 4.75 4.75 4.50 4.25 4.00
BOJ 0.25 0.25 0.50 0.50 0.50
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-Dec JN Jibun Bank Japan PMI Mfg (Dec P) 49
JN Jibun Bank Japan PMI Services (Dec P) 50.5
CH New Home Prices MoM (Nov) -0.51%
CH Industrial Production YTD YoY (Nov) 5.80%
CH Retail Sales YTD YoY (Nov) 3.50%
CH Fixed Assets Ex Rural YTD YoY (Nov) 3.40%
CH Surveyed Jobless Rate (Nov) 5.00%
EC HCOB Eurozone Manufacturing PMI (Dec P) 45.2
EC HCOB Eurozone Services PMI (Dec P) 49.5
UK S&P Global UK Manufacturing PMI (Dec P) 48
UK S&P Global UK Services PMI (Dec P) 50.8
EC Labour Costs YoY (3Q) 4.70%
US Empire Manufacturing (Dec) 31.2
US S&P Global US Manufacturing PMI (Dec P) 49.7 Hong Leong Bank Berhad
US S&P Global US Services PMI (Dec P) 56.1 Fixed Income & Economic Research, Global
16-25 Dec CH 1-Yr Medium-Term Lending Facility Rate 2.00% Markets
17-Dec AU Westpac Consumer Conf SA MoM (Dec) 5.30% Level 8, Hong Leong Tower
S| Non-oil Domestic Exports SA MoM (Nov) -7.40% 6, Jalan Damanlela
UK Weekly Earnings ex Bonus 3M/YoY (Oct) 4.80% Bukit Damansara
UK ILO Unemployment Rate 3Mths (Oct) 4.30% 50490 Kuala Lumpur
UK Payrolled Employees Monthly Change (Nov) -5k Tel: 603-2081 1221
EC ZEW Survey Expectations (Dec) 12.5 Fax: 603-2081 8936
EC Trade Balance SA (Oct) 13.6b HLMarkets@hlbb.hongleong.com.my
US Retail Sales Advance MoM (Nov) 0.40%
US Industrial Production MoM (Nov) -0.30%
US NAHB Housing Market Index (Dec) 46

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.




