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Global Markets Research

Daily Market Highlights

21 Oct: Risk-on sentiment in the global markets

Equity markets gained; UST yields closed mixed; USD weakened against most G10 peers
Sentiment boosted by earnings beats, China’s stimulus; all eyes on PBoC’s decision today
MYR closed stronger; MOF revealed a narrower budget deficit of 3.8% of GDP for 2025

e US equities closed off last Friday on a high note as earnings beats continued Key Market Metrics

to add to signs that the economy will soft-land. S&P 500 added another 0.4% Level dd (%)
d/d, while the Dow and Nasdaq gained 0.1% d/d and 0.6% d/d respectively, Equities

the latter underpinned by a jump in Netflix shares. The streaming giant rallied pow Jones 43,275.91 0.09
11.1% d/d after beating consensus forecasts. $&P 500 5,864.67 0.40
In Europe, Stoxx Eur 600 closed up 0.2% d/d, riding on optimism that another  as DAQ 18,489.55 0.63
ECB rate cut is expected before the end of the year. Tech and luxury stocks  ¢;. . Fur 600 524.99 0.21
led gains, with Gucci-owner Kering rising 3.5% d/d. In Asia, CSI 300 jumped T 8,358.25 0.32
3.6% d/d on stronger-than-expected GDP data and after the PBoC reinforced — 38,081.75 018
support for markets, kicking off with a specialised re-lending facility to assist cs1 300 3,925.23 -
corporates buy back shares and swap facility that offers institutional investors

liquidity to purchase stocks. CSI led gains in Asia and are expected to extend Hang Seng Pt 61
their gains today after Wall Street finished last week on fresh highs. Straits Times 3,640.19 0.41
In the bond space, Treasuries closed mixed after stumbling the prior day. The ~ KLCI 30 1,645.99 0.28
2Y vyield fell 2bps to 3.95%, while the 10Y dipped 1bps to 4.08% (Prior: +3 to

+9bps). In Europe, 10Y sovereign bonds rallied on optimism that ECB will EX

deliver another rate cut in December, sending yields sliding 3-6bps (prior: +1  Dollar Index 103.49 -0.32
to +3bps) save for the Swedish and Norwegian sovereign bonds EUR/USD 1.0867 0.33
In the forex market, the Dollar took a breather from its recent rally, partially  GBP/USD 1.3052 0.32
underpinned by improved risk appetite after another round of stimulus from  ysp/jpy 149.53 -0.45
China. DXY closed down 0.3% d/d to 103.49, and the Dollar weakened against D/USD 0.6706 0.15
all its G10 peers save for the CAD and NOK. JPY led gains against USD at +0.5% USD/CNH 7.1181 -0.26
d/d after MOF’s Atsushi Mimura echoed his peers that officials will be USD/MYR 43060 -0.07
monitoring its JPY moves with high sense of urgency, including speculative EEEES 1.3101 032
moves. This is followed by EUR (+0.3% d/d) after ECB’s Francois Villeroy de

Galhau said that the central bank should remain flexible when lowering rates,

DKK and GBP (+0.3% d/d) respectively, the latter after its retail sales beat. fommodities

AUD, seen as a liquid proxy to the yuan, strengthened 0.2% d/d. WTI (5/bbl) 69.22 2.05
Regional currencies also strengthened against the Dollar save for the INR. SGD Brent ($/bbl) 73.06 -1.87
and CNH appreciated 0.3% d/d each, the latter benefiting from China’s ~ Gold ($/oz) ok
stimulus. MYR closed the day 0.1% d/d stronger at 4.3060, largely trading Copper ($$/MT) 9,625.50 115

Aluminum($/MT) 2,612.00 2.29

CPO (RM/tonne) 4,365.50 -0.60

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 17 Oct for CPO

sideways during Malaysia’s Budget 2025 announcement, and we think the
budget is overall neutral on the MYR. (Please refer to our separate write-up
for more details on the 2025 Budget and Outlook)

e In the commodities markets, crude oil prices plunged 1.9-2.1% d/d amid
lingering concerns over demand from China and after US pushed for truce in
Gaza.




Malaysia: Narrower budget deficit at 3.8% of GDP for 2025; inching towards
MTFF’s 3.5% target

Echoing the spirit of MADANI Economy Framework, Budget 2025 has dual aim
of achieving sustainability and inclusivity through emphasis on transforming
the economy, thus “Raising the Ceiling” by restructuring towards greater
competitiveness and higher value-added activities, and “Raising the Floor” by
improving the quality of life, in addition to strengthening governance and
public delivery.

On the macro front, MOF expects the Malaysian economy to grow moderately
between 4.5-5.5% (midpoint 4.8%) in 2025 sustaining its growth trajectory of
between 4.8-5.3% (midpoint 4.9%) for 2024. We believe these projections are
achievable, albeit a shade higher than our in-house forecast of +4.6% for 2025
and a tad below our estimate of 5.4% for 2024. Inflation is expected to tick up
but remain manageable between 2.0-3.5% in 2025 (2024e: 1.5-2.5%), where
our house view of 1.9% for 2024 and 2.0-3.0% for 2025 comes in very much
in line with MOF’s. The government expects fiscal deficit to narrow to
RM80.0bn or 3.8% of GDP in 2024 (2024e: -584.3bn or -4.3% of GDP) while
over a longer period, the government remains committed to rein in its fiscal
shortfall, with the budget shortfall expected to narrow further to 3.5% of GDP
under the Medium-Term Fiscal Framework (MTFF) 2025-2027, based on an
average GDP growth of 4.9% and oil price assumption of $80/ barrel.

In a separate release by DOSM last Friday, exports staged a surprised 0.3% y/y
decline in September (Aug: +12.0% y/y), missing all estimates where none
expected a decline, including us. This marked its first decline in six months,
dragged by a marginal decline in manufacturing exports, most notably
petroleum products and E&E. Meanwhile, imports maintained a double-digit
increase for the 7th straight month, although the rate of expansion has also
softened considerably from +26.2% to +10.9 y/y during the month. Imports of
intermediate and consumption goods lost steam but capital goods imports
saw a pick-up. The downside surprise in exports numbers is heightening our
concerns that external demand is fast losing steam, and that growth would
pull back more than initially expected in 3Q. Any further softening in growth
momentum would cloud recovery outlook for the remainder of the year,
hence posing downside risks to our full year growth forecast of 5.4%, unless
domestic demand managed to cushion the external shortfall.

US housing indicators disappointed

Although a 5-month high for housing starts, both housing starts and building
permits disappointed in September as the housing property market continued to
struggle with rising home inventory and prospective buyers holding out for lower
mortgage rates. Homebuilding could have also taken a temporary hit from
Hurricanes Helene and Milton, but rebuilding efforts could prove a lift in starts
going forward. All in, housing starts fell more than expected by 0.5% m/m from
+7.8% m/m previously, while building permits dropped 2.9% m/m (prior: +4.6%
m/m).

UK’s retail sales moderated but beat forecasts

Retail sales in the UK moderated to +0.3% m/m in September (prior+ 1.0%
m/m), but beat consensus forecasts who had anticipated sales to turn
contractionary. Computers and telecommunications retailers grew strongly,
but these were partly offset by decreases in supermarkets, where retailers
attributed this to lower footfall due to bad weather and households cutting
back on luxury food purchases. Despite concerns over the upcoming Autumn
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Budget, the latest data suggests that consumer spending can drive GDP
growth, supported by rising real wages.

According to Rightmove, concerns over the Autumm Budget as well as
expectations of cheaper mortgage rates ahead saw potential home buyers
holding back on purchases, sending home prices decelerating sharply to
+0.3% m/m and +1.0% y/y in October (Sep: +0.8% m/m and +1.2% y/y).

China’s 3Q GDP growth moderated to 4.6%; unlikely to reach its 5.0% target
for 2024

China’s economic growth eased for the second straight quarter, albeit less than
expected to 4.6% y/y in 3Q from 4.7% y/y in 2Q. Key economic indicators such as
consumption and property investment remained weak, reflecting a lackluster
domestic demand. Despite the recent slew of supportive measures announced,
the slowing growth momentum flags downside risks to growth. Against this
backdrop, it is thus unlikely that the economy would hit the 5.0% growth targeted
by Beijing this year (YTD and consensus: 4.8%).

Hong Kong’s labour market remains tight; unemployment rate low and steady
at 3.0%

Matching expectations, the unemployment rate remained low and steady at 3.0%
in 3Q, and should stay tight in the near term, supported by sustained economic
growth and large-scale job fairs to match employers to job seekers.

House View and Forecasts

FX This Week 4Q-24 1Q-25 2Q-25 3Q-25
DXY 102-105 101.56 100.54 99.53 99.04
EUR/USD 1.07-1.10 1.11 1.12 1.13 1.14
GBP/USD 1.28-1.32 1.33 1.35 1.36 1.37
usD/JPY 147-152 146 142 138 135
AUD/USD 0.65-0.69 0.68 0.69 0.70 0.71
USD/MYR 4.26-4.35 4.25 4.20 4.15 4.10
USD/SGD 1.30-1.33 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 3.25 3.00 2.75 2.50 2.25
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
Up Next
Date Events Prior
21-Oct CH 5-Year Loan Prime Rate 3.85%
CH 1-Year Loan Prime Rate 3.35%
US Leading Index (Sep) -0.20%
22-Oct MA Foreign Reserves $119.7b
HK CPI Composite YoY (Sep) 2.50%
US Philadelphia Fed Non-Manufacturing Activity (Oct) -6.1
US Richmond Fed Manufact. Index (Oct) -21
US Richmond Fed Business Conditions (Oct) -3

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.




