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Daily Market Highlights

18 Nov: Broad deceleration in 3Q GDP growth

UK’s 3Q GDP slowed to 0.1% q/q; Hong Kong'’s to +1.8% y/y; Malaysia’s to 5.3% y/y
US retail sales, IPI beat forecasts; import prices increased; traders divided on Dec rate cut
Malaysia removed from US currency watchlist; BNM liberalised FEP for MDB & foreign DFI
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e In the commodities market, crude oil prices snapped their winning streaks
(WTI: -2.5% d/d, Brent: -2.1% d/d), on expectations of Russia-Ukraine de-
escalation, while a stronger USD and expectations of looming inventory
surplus also weighed on prices. However, it should be noted that Russia hit
Ukraine’s power grid over the weekend and US President Biden has given the
nod for Ukraine to retaliate with long-range missile attacks.

Source: Bloomberg, HLBB Global Markets Research
*CPO dated as of 14 November




Retail sales and IPI beat forecasts in the US; import prices unexpectedly
increased

Retail sales rose at a faster than expected pace by +0.4% m/m in October while
prior month’s data was revised up a whopping 0.4ppts to 0.8% m/m. Largely
supporting sales during the month was the jump in auto demand, while eight
of the thirteen categories, including electronics, reported increased sales
albeit with some signs of softening momentum. All in, the data suggests a still
solid consumer sector and is expected to stay robust for the rest of 2024
supported by festive spending, lower gasoline prices, resilient income growth
and healthy labour market conditions.

Similarly, the manufacturing sector also outperformed expectations although
remained sluggish overall and weighed down by industrial strikes and
hurricane disruptions. Industrial output (IPI) fell a shade less than expected by
0.3% m/m in October, following the downwardly revised 0.5% m/m drop the
prior month. Underlying the weakness was another sharp 5.8% m/m fall in
aerospace production as the machinists strike at Boeing continued throughout
the month. This is estimated to have cut IPl growth by 0.3ppts in September
and 0.2ppts in October, while Hurricane Milton and the lingering effects of
Hurricane Helene are expected to have reduced October’s IPI growth by
0.1ppts.

In another sign of lack of progress on the disinflation front, import prices
unexpectedly increased by 0.3% m/m in October (prior: -0.4% m/m), its largest
monthly increase since April. Both fuel and non-fuel drove prices up during the
month, the latter due to industrial supplies & materials, capital goods,
consumer goods and automotive vehicles.

UK’s economy slowed sharply to 0.1% q/q in 3Q; contracted 0.1% m/m in
September

The economy saw a sharper than expected slowdown in 3Q (+0.1% q/q vs
+0.5% qg/q) after a surprised contraction in September’s GDP (-0.1% m/m vs
+0.2% m/m), the latter largely due to a drop in in manufacturing output and
information & communication services. As it is, we attribute the downtick to
consumers and businesses holding back spending ahead of the Autumn
Budget and expect the economy to pick up a little going forward, supported
by modest winter spending and a boost next year from the latest Budget. With
this, we are sticking to our view that the Bank of England will keep rates
unchanged at 4.75% in December, before resuming its gradual rate cut in 1Q.
Data this morning showed that Rightmove House Prices fell 1.4% m/m in
November from +0.3% m/m previously, its first decline in 3 months as a still
elevated mortgage rates continued affordability.

Japan’ core machine orders continued to fall due to manufacturing

Defying expectations for growth, core machine orders continued to fall, albeit
at a narrower pace of -0.7% m/m in September (prior: -1.9% m/m) largely due
to the manufacturing sector rather than non-manufacturing. Moving forward,
the latter is expected to remain soft in 4Q in line with the contractionary PMls
globally but is expected to improve to +0.9% q/q (2Q: -7.2% q/q) during the
quarter. Non-manufacturing orders, meanwhile, is expected to pick-up
(+12.2% g/q vs +1.4% q/q) as a weaker JPY may spur demand for travel-related
services.
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China’s domestic demand indicators still weak, but are stabilising if not
recovering

Although still weak, domestic demand indicators are showing tentative signs
of recovery after the slew of stimulus measures by the government. We see
the economy picking up in the coming months, albeit modestly, thanks to the
accelerated implementation of existing and incremental policies since
October, while noting that the external demand, confidence and structural
issues remains a challenge to achieve its targeted growth going forward.
Standing out was the stronger than expected retail sales data in October (4.8%
y/y vs 3.2% y/y), boosted by a resilient labour market (unemployment rate:
5.0% vs 5.1%), trade in initiatives for electrical goods and temporary boost
during the Golden Week. Property sector remains sluggish, with property
investment (-10.3% YTD) continuing to register double-digit contractions but
the contraction in home prices (new: -0.5% m/m vs -0.7% m/m) have started
to narrow. On the flip side, industrial output unexpectedly eased to 5.3% y/y
from 5.4% y/y previously and could face headwinds from higher trade tariffs
in 2025, while fixed asset investment undershot expectations but held steady
at3.4%vyly.

Hong Kong slowed to +1.8% y/y in 3Q; 2024 GDP forecast cut to 2.5%;
underlying & headline CPI cut to 1.1 and 1.7%

The Hong Kong economy expanded at a modest pace of 1.8% y/y in 3Q (prior:
3.2% y/y), unchanged from its initial estimate and contracted on a g/q basis
by -1.1% (prior: +0.3% qg/q). The deceleration on a y/y basis was weighed
down by slower growth across the board, save for exports of services.
Household spending notably fell for the second quarter to -1.3% y/y (prior: -
1.6% y/y).

The Government has cut its full year growth forecast to 2.5% for 2024,
suggesting expectations for further moderation in growth in 4Q, given YTD
growth of 2.6% y/y. This was in line with our earlier observation that economic
for 2024 will likely be at the lower range of the Government’s forecast of 2.5-
3.5%. On the inflation outlook, the Government also revised down its
underlying and headline CPI for 2024 to 1.1% and 1.7% respectively (prior:
1.3% and 1.9%) as officials expect inflation to stay modest in the near term
due to milder external price pressures.

Malaysia’s 3Q GDP growth moderated to 5.3% as expected

The Malaysian economy registered softer growth for the first time in three
quarters, expanding by 5.3% y/y in 3Q (2Q: +5.9% y/y), unchanged from the
advanced reading and in line with ours as well as consensus estimates.
Although growth remained predominantly domestic-driven, we noted a
marked slowdown in private consumption growth (+4.8% vs +6.0% y/y), which
was cushioned by faster growth in government spending and a pickup in gross
fixed capital formation following the implementation of investment projects.
The moderation in 3Q growth was also a result of a net drag from net exports,
which turned negative again during the quarter (-8.8% vs +3.4% y/y), as
imports growth outpaced exports growth.

Looking ahead, we are cautiously optimistic the Malaysian economy will be
able to sustain a similar growth pace in 4Q, underpinned by year end spending,
cash handouts, and the civil servant pay rise but external risks remain a wild
card. We have therefore adjusted our full year growth forecast 0.2ppt lower
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from 5.4% to 5.2%, which remains well within MOF’s growth forecast of 4.8-

5.3% for 2024.

House View and Forecasts

FX This Week 4Q-24 1Q-25 2Q-25 3Q-25
DXY 104-108 105.78 105.51 103.40 102.37
EUR/USD 1.03-1.08 1.05 1.05 1.07 1.08
GBP/USD 1.26-1.29 1.28 1.28 1.31 1.32
usD/JpPY 151-157 153 153 148 146
AUD/USD 0.63-0.68 0.65 0.66 0.67 0.68
USD/MYR 4.42-4.51 4.40 4.40 4.30 4.26
USD/SGD 1.32-1.36 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 3.25 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
18-Nov S| Non-oil Domestic Exports SA MoM (Oct) 1.10%
EC Trade Balance NSA (Sep) 4.6b
US New York Fed Services Business Activity (Nov) -2.2
US NAHB Housing Market Index (Nov) 43
19-Nov AU RBA Minutes of Nov. Policy Meeting
MA Exports YoY (Oct) -0.30%
EC CPI Core YoY (Oct F) 2.70%
EC ECB Publishes Euro Area Negotiated Wages Indicator for Q3 2024
US Housing Starts MoM (Oct) -0.50%
US Building Permits MoM (Oct) -2.90%

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.




