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Global Markets Research
30 Sep: Little surprises from US core PCE prints

US headline PCE eased; core ticked higher; little change to Fed rate cut outlook
Equities traded mixed as markets weighed between the Fed and China
Bond yields and USD fell; JPY strengthened on LDP leadership outcome

e  Markets traded mixed heading into the weekend as investors continued to  Key Market Metrics

weigh between the Fed rate outlook and China’s back-to-back line-up of Level did (%)
fiscal plans and rate cuts. The Dow closed the day up 0.3% with gains in  Equities
almost all sectors led by energy stocks, but the broader S&P500 and Dpow Jones 42,313.00 0.33
NASDAQ fell 0.1-0.4% d/d. Tech stocks were hit on news China is sgp 500 5,738.17 0.13
discouraging Chinese companies from buying Nvidia chips. NASDAQ 18,119.59  -0.39
e European equities largely closed higher earlier while the Asian bourses saw ¢~ ..+ 600 528.08 0.47
mixed performances with China and Hong Kong continued rallying, clocking ETSE 100 8.320.76 0.43
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in a further 4.5% and 3.6% gain o.n the day respectlve.ly, and was up 13.3 N 30,829.56 232
16.3% w/w. Futures showed Asian markets are poised for a generally
- . . . . . . - CSI 300 3,703.69 4.47
positive opening this morning, with further rally in China equities before the 20.632.30 255
market closes for its week-long Golden Week holiday from 1-October. AN S T ’
e Bonds took a breather from recent selloff to trade broadly higher on Friday, ~Straits Times 357336 -0.25
KLCI 30 1,660.09 -0.67

pushing yields lower. US treasury yields fell 3-7bps across the curve in a
steepening bias. 2-year note yield fell 7bps to 3.56% while 10-year bond
yields shed 5bps to 3.75%. 10-year European bonds yields lost between 2- EX

6bps, with the UK gilt last closed at 3.98% (-3bps) and German bund at 2.13%  Dollar Index 100.42 -0.14

(-5bps). EUR/USD 11162 -0.13

e In the FX space, the Dollar Index weakened for a 2" straight day, down by GBP/USD 1.3374 -0.31

0.1% to 100.42 as at Friday’s close, bouncing back from an intraday low of  ysp/jpy 142.21 1.80

100.16 hit after the release of core PCE and personal income/ spending data.  yp/ysp 0.6903  0.10

The lower DXY was dragged by a surging JPY that strengthened 1.8% on the USD/CNH 6.9816 0.12

day to 142.21 as Shigeru Ishiba who is seen as supporting the BOJ’s gradual USD/MYR 41255 0.49
rate hike plan, emerged as the LDP leader. Other G10s that strengthened

uUSD/SGD 1.2810 -0.17

against the USD were CHF, NOK, SEK, NZD and AUD. In the region, most
Asian currencies continued outperforming the greenback, including the MYR

that reversed prior day’s correction to a gain of 0.5% on Friday, closing at Commodities

4.1255. The SGD advanced 0.2% d/d to 1.2810 while the CNH consolidated WTI ($/bbl) 68.64 1.75
and weakened 0.1% to 6.9816, below the 7.00 for the 2" straight day, and ~ Brent ($/bbl) 72.45 1.44
hovering near its strongest level since Apr-23 nonetheless. Gold ($/02) 2,649.90 -0.78
e On the commodity front, oil prices increased again for the first day in three,  Copper ($$/MT) 9,973.50  -1.15
spurred by a flare-up in geopolitical risk in the Middle-east. WTl rose 1.8%  Aluminum($/MT) 2,633.00 0.44
d/d to $68.64/ barrel while Brent increased 1.4% d/d to $72.45/ barrel. CPO (RM/tonne) 4,182.00 1.84

Source: Bloomberg, HLBB Global Markets Research
No surprises from US core PCE; slower growth in personal income & spending * Dated as of 26 Sep for CPO

e Headline PCE eased slightly more than expected to 2.2% y/y in August (Jul:
+2.5% y/y) while core PCE edged up a notch to 2.7% y/y (Jul: +2.6% y/y), as
expected. On a month-on-month basis, both prints eased from +0.2% to
+0.1%, Meanwhile, both personal income and spending registered slower




increases of 0.2% m/m in August, slowing from +0.3% m/m (income) and
+0.5% m/m (spending) in July. The sticky core PCE underpinned by services
inflation should keep the Fed on a gradual rate cut path. Futures pricing was
little changed after the release of the report, with 77bps priced in by end of
the year (prior: 74bps).

In a separate release, final print showed University of Michigan consumer
sentiments rose for the second straight month to a 5-month high, and by
more than expected to 70.1 in September (Aug: 67.9), as consumers
became more optimistic on future economic outlook. The expectations
index improving more than initially expected to 74.4 (Aug: 72.1). 1Y and 3Y
inflation expectations were seen stabilized at 2.7% and 3.1% respectively.
Steady inflation expectations will support the narration that the Fed is in no
hurry to cut.

Eurozone economic confidence and inflation expectations both moderated

Economic confidence softened more than expected to 96.2 in September (Aug:
96.5), as consumer (-12.9) and industrial (-10.9) confidence remained
downbeat, the former marked some improvement but confidence of the
industrial sector saw a deeper contraction. Services confidence on the other
hand unexpectedly picked up (from 6.4 to 6.7). All these point to overall
pessimism in the Eurozone economy albeit at varying degree cross sectors. In a
separate release, 1Y and 3Y CPI expectations slipped 0.1ppt to 2.7% and 2.3%
y/y, its lowest in about 3 and 2.5 years respectively, laying the ground for further
ECB cut. Our house view calls for one more 25bps cut for the year.

Pick-up in Japan leading index signalled continued growth ahead

Final print of the leading index came in a tad lower than the preliminary
estimates, at 109.3 in July, but this still marked an improvement from June’s
109.1, signalling continued growth in the Japanese economy in the next 3-6
months. The increase in July was led by stock prices, housing starts, and
consumer confidence, which more than offset declines in machinery orders,
small business sales forecast, producers’ final demand and new job offers. In
tandem, the coincident index also improved to 117.2 in July (Jun: 114.1).

China industrial profits plunged in a latest sign of a fast-slowing China economy

Industrial profits plunged 17.8% y/y in August (Jul: +4.1% y/y), its biggest decline
since last April. Profits from the mining sectors, specifically coal, continued to
decline while profits from the manufacturers slowed sharply. This narrowed YTD
gain to a mere 0.5% y/y (YTD Jul: +3.6% y/y), adding more woes to the already
fast-slowing China economy. The broad-based slowdown in August prompted
massive stimulus from both the fiscal and monetary front, and showed a sign of
urgency from the government to revive the slump.

House View and Forecasts

FX This Week 3Q-24 4Q-24 1Q-25 2Q-25
DXY 99-102 102.41 100.87 99.86 98.86
EUR/USD 1.10-1.13 1.11 1.12 1.10 1.08
GBP/USD 1.32-1.35 1.29 1.30 1.30 1.29
usD/IpY 142-147 145 143 140 137
AUD/USD 0.67-0.70 0.66 0.66 0.67 0.68
USD/MYR 4.10-4.20 4.50 4.40 4.35 4.30
USD/SGD 1.27-1.30 1.33 1.32 1.30 1.28
Rates, % Current 3Q-24 4Q-24 1Q-25 2Q-25
Fed 4.75-5.00 4.75-5.00 4.25-4.50 4.00.-4.25 3.75-4.00
ECB 3.50 3.50 3.25 3.00 2.75
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BOE 5.00 5.00 4.75 4.50 4.25
BOJ 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
27-Sep JN Industrial Production MoM (Aug P) 3.10%
JN Retail Sales YoY (Aug) 2.60%
JN Dept. Store, Supermarket Sales YoY (Aug) 1.10%
CH Manufacturing PMI (Sep) 49.1
CH Non-manufacturing PMI (Sep) 50.3
CH Caixin China PMI Mfg (Sep) 50.4
CH Caixin China PMI Services (Sep) 51.6
JN Housing Starts YoY (Aug) -0.20%
UK Nationwide House PX MoM (Sep) -0.20%
UK GDP QoQ (2Q F) 0.60%
UK Net Consumer Credit (Aug) 1.2b
UK Mortgage Approvals (Aug) 62.0k
US MNI Chicago PMI (Sep) 46.1
US Dallas Fed Manf. Activity (Sep) -9.7
30-Sep AU Judo Bank Australia PMI Mfg (Sep F) 46.7
JN Jobless Rate (Aug) 2.70%
JN surveys (3Q) -
JN Jibun Bank Japan PMI Mfg (Sep F) 49.6
MA S&P Global Malaysia PMI Mfg (Sep) 49.7
VN S&P Global Vietnam PMI Mfg (Sep) 52.4
AU Building Approvals MoM (Aug) 10.40%
AU Retail Sales MoM (Aug) 0.00%
EC HCOB Eurozone Manufacturing PMI (Sep F) 44.8
UK S&P Global UK Manufacturing PMI (Sep F) 51.5
EC CPI Estimate YoY (Sep) 2.20%
US S&P Global US Manufacturing PMI (Sep F) 47.0
US Construction Spending MoM (Aug) -0.30%
US JOLTS Job Openings (Aug) 7673k
US ISM Manufacturing (Sep) 47.2
US Dallas Fed Services Activity (Sep) -7.7

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.




