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Global Markets Research

Daily Market Highlights

17 Oct: All eyes on ECB & China’s property stimulus today

Strong earnings continued to boost the US equity and treasury markets
USD strengthened vs G10 peers; US mortgage applications plunged; import prices eased
GBP weakened sharply after UK'’s inflation fell below 2%; traders upped their rate cut bets

e The Dow rallied 0.8% d/d to a record close overnight, bouncing back from a Key Market Metrics

sell-off in the previous session while S&P 500 and Nasdaq gained 0.5% and Level did (%)
0.3% d/d respectively. This comes after strong quarterly earnings results  Equities

from Morgan Stanley and United Airlines lifted appetite for banks and pow Jones 43,077.70 0.79
airlines, eclipsing the pullback in many big tech stocks. S&P 500 5,842.47 0.47
In Europe, Stoxx Eur 600 closed 0.2% d/d lower with chip stocks and luxury  yas DAQ 18,367.08 0.28
goods leading losses, the latter following missed earnings and sales ¢, . t.r600 519.60 0.19
warnings from LMVH. Asian markets also traded lower with Nikkei 225 i 8,320.07 0.97
leading losses for the region. Hang Seng fell 0.2% d/d despite the — 39,180.30 183
government introducing measures to lift its housing market and 1 300 3,831.59 s
consumption, which includes setting the maximum loan-to-value ratio at

70% for all homes and cutting its alcohol tax. Today, investors will be ~H2N8 Sene s il
watching for more stimulus measures to prop up the property sector in  Straits Times 3,590.62 013
China and this will likely determine sentiment today. kLd 30 s
Treasuries closed in green but off their peaks. The 2Y yield inched down

1bps to 3.94%, while the 10Y fell 2bps to 4.01%. 10Y European bond yields EX

also fell in tune to 2-5bps (prior: -5 to -8bps), save for the UK gilts, which  Dollar Index 103.59 0.32
plunged 10bps to 4.06% after UK CPI print came in lower than expected. EUR/USD 1.0862 -0.28
In the forex space, prospects of Trump winning the election sent DXY closing  GBP/USD 1.2990 -0.64
0.3% d/d firmer at 103.59, and the Dollar strengthened against all its G10  ysp/jpy 149.64 0.29
peers save for the CAD. Leading losses against USD were NOK, SEKand GBP ~ ,, D/USD 0.6667 0.54
(0.6-0.9% d/d). The sterling weakened sharply after UK’s inflation came in USD/CNH 7.1368 0.02
lower than expected, and with traders pencilling in a near certainty that BOE USD/MYR 4.2970 0.30
will deliver a 25bps rate cut in November, up from 90% the prior day. AUD EEEES 13134 0.31
depreciated by 0.5% d/d on continued scepticism over China’s stimulus.

Meanwhile, greenback closed mixed against regionals, with CNH closing just

slightly weaker at 7.1368 while SGD weakened 0.3% d/d to 1.3134. MYR, on Commodities

the other hand, strengthened 0.3% d/d to 4.2970. WTI ($/bbl) 70.39 0.2
In the commodities market, crude oil prices held above $70/barrel and the ~ Brent ($/bbl) 7422 0.04
WTI and Brent closed down between 0-0.3% d/d. Risks of escalating tension ~ Gold ($/0z) 2,674.00 0.47

9,558.50 0.29
2,584.00 0.53
4,356.00 -1.03

Copper ($5/MT)
Aluminum(S/MT)
CPO (RM/tonne)

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 15 Oct for CPO

and disruptions in crude supply in the Middle East remain on investors’
radar amid reports that Israel launched fresh attack in southern Beirut, and
Iranian officials are containing oil leak from the subsea pipeline.

US import prices fell more than expected; mortgage applications plunged amid
higher rates

e Import prices logged its biggest monthly drop this year at -0.4% m/m in

September (prior: -0.2% m/m) and was lower than expected, auguring well

for the domestic inflation outlook. The decline was underpinned by




UK’s i

decreases in the costs of fuel and food prices, which more than offset
higher prices for nonfuel industrial supplies & materials, consumer goods
and automotive vehicles more.

Mortgage rates moved higher for the third week with the 30Y fixed rate
increasing to 6.52% for the week ended October 11, its highest since
August. This put a dampener on applications (-17.0% w/w vs -5.1% w/w),
especially for refinance activities. Purchase applications also declined w/w
but remained notably higher y/y, reflecting pent-up demand from
prospective first-time buyers.

At -2.2 in October (prior: +0.5), the New York Fed Services Business Activity
index suggests that business activity softened slightly for the district. While
firms remained positive that conditions would improve in the months
ahead, overall optimism has nonetheless remained subdued.

nflation retreated below 2.0%, its first in 3 years

Prices on both the consumer and producer front came below street estimates
in September, supporting a 25bps rate cut view in November. Headline CPI
eased more than expected to 1.7% y/y in September, with both core and
services also tamer at 3.2% y/y and +4.9% y/y respectively (prior: 2.2% y/y, 3.6%
y/y and 5.6% y/y). This marks the first retreat below the 2.0% target since April
2021, driven by airfares as well as motor fuel and will give BOE leeway to cut
rates in November. PPl (output) also came lower than expected at -1.0% y/y
(prior: -0.3% y/y), but the House Price Index accelerated more than expected to
2.8% y/y in August from +1.8% y/y previously.

Japan’s exports unexpectedly turned contractionary, its first decline in 10

mont

hs

September’s trade data this morning disappointed in Japan, with exports
unexpectedly contracting 1.7% y/y while imports unexpectedly slowed to 2.1%
y/y (prior: +5.5% y/y and +2.3% y/y). While the narrower trade deficit bodes well
for GDP calculation, the slower import growth signals soft domestic demand and
amidst the first decline in external shipments since November 2023, this
suggests that the latter will not be able to take the baton to support growth
going forward. Coupled with soft forward-looking indicators like core machine
orders, this reaffirms our view that the BOJ will likely tread cautiously in its
tightening policy and will only deliver its next rate hike next year.

House View and Forecasts

FX This Week 4Q-24 1Q-25 2Q-25 3Q-25
DXY 101-105 101.56 100.54 99.53 99.04
EUR/USD 1.08-1.11 1.11 1.12 1.13 1.14
GBP/USD 1.29-1.32 1.33 1.35 1.36 1.37
usD/Ipy 145-151 146 142 138 135
AUD/USD 0.66-0.69 0.68 0.69 0.70 0.71
USD/MYR 4.25-4.34 4.25 4.20 4.15 4.10
USD/SGD 1.29-1.32 1.31 1.29 1.27 1.25
Rates, % Current 4Q-24 1Q-25 2Q-25 3Q-25
Fed 4.75-5.00 4.25-4.50 3.75.-4.00 3.50-3.75 3.25-3.50
ECB 3.50 3.25 3.00 2.75 2.50
BOE 5.00 4.75 4.50 4.25 4.00
BOJ 0.25 0.25 0.40 0.40 0.55
RBA 4.35 4.35 4.10 3.85 3.60
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

17-Oct AU Unemployment Rate (Sep) 4.20%
S| Non-oil Domestic Exports YoY (Sep) 10.70%
EC Trade Balance NSA (Aug) 21.2b
EC CPI Core YoY (Sep F) 2.70%
EC ECB Deposit Facility Rate 3.50%
US Retail Sales Advance MoM (Sep) 0.10%
US Philadelphia Fed Business Outlook (Oct) 1.7
US Initial Jobless Claims 258k
US Industrial Production MoM (Sep) 0.80%
US NAHB Housing Market Index (Oct) 41

18-Oct JN Natl CPI YoY (Sep) 3.00%
CH New Home Prices MoM (Sep) -0.73%
CH GDP YoY (3Q) 4.70% Hong Leong Bank Berhad
CH Industrial Production YoY (Sep) 4.50% Fixed Income & Economic Research, Global
CH Retail Sales YoY (Sep) 2.10% Markets
CH Fixed Assets Ex Rural YTD YoY (Sep) 3.40% Level 8, Hong Leong Tower
CH Surveyed Jobless Rate (Sep) 5.30% 6, Jalan Damanlela
MA Exports YoY (Sep) 12.10% Bukit Damansara
MA GDP YoY (3QA) 5.90% 50490 Kuala Lumpur
UK Retail Sales Inc Auto Fuel MoM (Sep) 1.00% Tel: 603-2081 1221
HK Unemployment Rate SA (Sep) 3.00% Fax: 603-2081 8936
US Housing Starts MoM (Sep) 9.60% HLMarkets@hlbb.hongleong.com.my
US Building Permits MoM (Sep) 4.90%

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.




