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Global Markets Research

Daily Market Highlights

18 Sep: Verdict on the size and pace of Fed rate cuts soon

Uncertainties over the size of the Fed rate cuts kept markets rangy and mixed

Stocks generally closed higher; bond yields and Dollar Index rose

US retail sales and industrial production surprised on the upside

The US stock indices closed mixed with relatively muted gains and losses in

Key Market Metrics

the range of -0.04% and +0.20%. Markets preferred to stay on the sideline Level did (%)
ahead of the all important FOMC announcement, shrugging off better than  Equities
expected retail sales and industrial production prints, which did not Dow Jones 41,606.18 -0.04
materially change rate cut pricing. The Dow slipped 0.04% dampened by  s&p 500 5,634.58 0.03
healthcare and consumer staples stocks, while the NASDAQ added 0.2% d/d.  naspaq 17,628.06 0.20
Asian stocks traded mixed while European equities ended largely in the  sioxx Eur 600 517.19 0.40
green. Futures are pointing to a mixed opening in Asian trading this morning 1<k 100 8,309.86 0.38
as investors continued positioning for imminent Fed rate cut this week. Nikkei 225 36,203.22 1.03
e US and European sovereign bonds corrected from recent rally as yields at sl 300 3,150.25 0.42
multi-months low somewhat deterred investors’ appetite. USTs were under Hang Seng 17,660.02 e
pressure, pushing yields up between 3-6bps on a bear flattening bias with
. Straits Times 3,593.42 0.64
the 2s added 5bps to 3.61% while the 10s rose 3bpsto 3.65% on the day.
European bond yields closed the day higher by 1-3bps KLCI 30 iz 078
e Inthe FX space, earlier USD weakness in Asian and early European sessions
was overturned during American trading hours. The Dollar Index slipped to EX
an intraday low of 100.57 before erasing all losses to close the day higher by ~ Pollarindex (AR 0.31
0.3% d/d at 101.01 on Tuesday. The greenback strengthened againstall G10s ~ EUR/USD Wil
except for the minute loss in the AUD. Meanwhile, Asian currencies traded ~ GBP/USD 13161 -0.42
mixed. MYR led gainers with a 1.0% d/d gain to 4.2590 at close, bouncing ~ USD/JPY 142.41 1.27
back a tad from 4.2527 in intraday trading and marked its strongest level AUD/USD 0.6756 0.06
since Jan-23. The MYR outperformed all G10s and regional peers, the most ~ USD/CNH 7.1110 0.20
vs the JPY (+2.2%), GBP (+1.4%), CNH (+1.2%), and THB (+1.2%). SGD  USD/MYR 4.2590 -0.98
however softened by 0.1% d/d to 1.2970, somewhat dented by the bigger ysp/sGp 1.2970 0.13
than expected moderation in NODX.
e  On the commodity front, global crude oil prices continued rising for a 2™ Commodities
straight day spurred by lingering bets for an outsized rate cut by the Fed, WTI ($/bbl) 7113 0.89
exacerbated by escalating geopolitical tensions following a series of blasts Brent ($/bbl) 73.78 1.07
in Lebanon. WT: rose 0.9% d/d to US$71.13/ barrel while Brent crude Gold ($/02) 2,573.00 e
jumped over 1.0% to $73.78/ barrel. Copper ($/MT) 9,379.00 N
US retail sales and industrial production surprised on the upside; reducing the Aluminum(5/MT) SR 034
CPO (RM/tonne) 3,995.50 0.24

need for outsized rate cuts

Retail sales surprised on the upside for the 3™ straight month, and
unexpectedly rose 0.1% m/m in August (Jul: +1.1% m/m upwardly revised),
suggesting consumer spending continued to hold up and will remain
supportive of 3Q GDP growth. Sales excluding volatile auto however
moderated more than expected to print a 0.1% m/m increase (prior: +0.4%
and consensus: +0.2% m/m). The upbeat reading was driven by online sales

Source: Bloomberg, HLBB Global Markets Research
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and five out of the thirteen categories reported increases. These include
building materials, health stores, and sporting & books.

Industrial production rebounded at a stronger than expected pace of 0.8%
m/m in August (Jul: -0.9% downwardly revised), marking its best growth
pace since Feb-24. The upside surprise in the IPI print was led by a sharper
than expected turnaround in manufacturing production (+0.9% vs -0.7%
m/m), driven by turnaround in motor vehicles & parts, and quicker growth
in machinery (+0.8% vs +0.1% m/m). Capacity utilisation also jumped from
July’s 77.4% to 78.0% in August. Utilities and mining also turned around,
registering flat growth and a 0.8% m/m increase respectively.

New York Fed services activity eased to 0.5 in September (Aug: 1.8), but
nonetheless still marked its first back-to-back positive print since March this
year. The slower expansion was due to a sharp contraction in business
climate (-23.3 vs -25.0), as well as small positive gains in employment and
prices paid. Wages on the other hand picked up again, in line with recent
data showing stickiness in wage growth.

NAHB housing market index showed homebuilder confidence improved to
41in September as expected (Aug: 39), marking its first uptick in six months,
thanks to more upbeat present and future single family sales and as
prospective buyers traffic increased.

Eurozone ZEW survey showed softer sentiments

ZEW economic expectations tapered off for the 3™ straight month to 9.3 in
September (Aug: 17.9). This marked its lowest reading in a year, as weakness
in global trade, geopolitical uncertainties, and energy securities were
hurting sentiments and would keep a lid on economic activities ahead.

Mixed Japan data suggests uneven and fragile growth outlook

Tertiary industry index rebounded more than expected to increase 1.4%
m/m in July (Jun: -1.2% m/m), its best month in three, adding to signs of
continuous recovery in the Japanese economy that would keep the BOJ on
a tightening path. Of note, utilities, transport & postal, wholesale trade,
finance & insurance, medical & healthcare, were the key sectors registering
a turnaround from prior month’s declines.

Trade deficit widened less than expected to ¥695.3bn in Aug (Jul: -
¥628.7bn) as exports fell 12.2% m/m, while imports fell at a relatively
slower pace of 10.8% m/m during the month. On an annual basis, exports
continued expanding albeit at a slower than expected pace of 5.6% y/y in
August (Jul: +10.2% y/y) while imports also missed expectations with a 2.3%
y/y increase (Jul: +16.6% y/y), pointing to moderation in external demand.
Core machine orders unexpectedly fell 0.1% m/m in July (Jun: +2.1% m/m)
amid declines in both manufacturing and non-manufacturing orders and as
continued contraction in domestic orders more than offset an increase in
foreign orders, a sign of pockets of weakness in business spending.

Singapore’s NODX growth slowed more than expected despite doubling growth
in electronics exports

Non-oil domestic exports grew at a much slower than expected pace of
10.7% y/y in August (Jul: +15.7% y/y), dragged by declines in chemicals (-
7.2% y/y) and pharmaceutical (-31.6% y/y). This more than offset the jump
in electronics exports growth from 16.8% to 35.1% y/y during the month,
its best growth since 2010 driven by sharp pick-ups in ICs (+52.0% vs +13.5%
y/y) and disk media products (+166.8% vs +113.2% y/y).
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e  Exports to China sustained at double-digit pace of 18.8% y/y for a second
straight month (Jul: +21.1% y/y) while shipment to the US slowed sharply
to +6.4% y/y (Jul: +28.9% y/y). We expect the pullback to be just a blip due
to the volatile biomedical and pharmaceutical segments as a result of
periodic re-tooling, and hence the Singapore economy remains on track to

grow 2.0-3.0% for the whole of 2024.

House View and Forecasts

FX This Week 3Q-24 4Q-24 1Q-25 2Q-25
DXY 100-103 102.41 100.87 99.86 98.86
EUR/USD 1.09-1.12 1.11 1.12 1.10 1.08
GBP/USD 1.29-1.33 1.29 1.30 1.30 1.29
usD/JPY 139-145 145 143 140 137
AUD/USD 0.66-0.69 0.66 0.66 0.67 0.68
USD/MYR 4.20-4.30 4.50 4.40 4.35 4.30
USD/SGD 1.29-1.32 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 3.50 3.50 3.25 3.00 2.75
BOE 5.00 5.00 4.75 4.50 4.25
BOIJ 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
18-Sep AU Westpac Leading Index MoM (Aug) -0.04%
CH 1-Yr Medium-Term Lending Facility Rate 2.30%
UK CPI Core YoY (Aug) 3.30%
UK House Price Index YoY (Jul) 2.70%
EC CPI Core YoY (Aug F) 2.80%
US MBA Mortgage Applications 1.40%
US Housing Starts MoM (Aug) -6.80%
US Building Permits MoM (Aug) -4.00%
19-Sep US FOMC Rate Decision (Upper Bound) 5.50%
AU Unemployment Rate (Aug) 4.20%
MA Exports YoY (Aug) 12.30%
UK Bank of England Bank Rate 5.00%
US Philadelphia Fed Business Outlook (Sep) -7
US Initial Jobless Claims (14 Sep) 230k
US Leading Index (Aug) -0.60%
US Existing Home Sales MoM (Aug) 1.30%

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.




