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PMI: Uneven recovery

e UnevenPMI data suggest a long way to go for recovery
e More solid growth in US, UK and China
e Eurozone and Japan lost steam

Summary Figure 1: Manufacturing PMI

Latest PMI data were uneven across major economies and across
sectors, suggesting a long road to recovery. A reading above 50
indicates expansion of activity and vice versa. PMIs may not be the -
most accurate indicators to predict hard economic data, what it Japan

offers is the particular industry’s short-to-medium term direction (up 3

ordown)andisa reliable gauge of business sentiments in general. . _ W Aug
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The JP Morgan Global Composite Index rose to 524 in August, a 17- WK X
month high; supporting view of firmer recovery across the globe. 1 1
This reflected faster growth of output, new business and future ENNOTon —
output. Employment has remained adamantly below 50, confirming |
labour market’s struggle to return to pre-pandemic levels. The _
Global Manufacturing PMI picked up to 21-month high of 51.8 in us
August while the Services PMI rose to 519, its highest in seven :
months.

Manufacturing Source: Bloomberg

The US ISM manufacturing index has continued to advance for the  Figure 2: Services PMI
third consecutive month (August: 56.0), supported by the further
climbin new orders, productions and new exports orders which are _ q
all positive signs of firmer demand. A similarly robust reading was Japan !
noted in the Markit UK PMI. The Eurozone PMI has also risen back up
to above 50 but did not experience an impressive gain. China’s

official NBS manufacturing gauge has also been holding steadily a tad China
above 50 whereas Japan’s and South Korea’s both remained sub-50.
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The trend looks to be similar in the services sector where PMI May

recorded very solid reading in the US, UK and China but lost
momentum in the Eurozone and Japan. Sentiment within the 3
industry was reportedly weaker, despite increases in staffing levels. us

This could be attributed to changes in consumers’ demand for .
services after having experiencing months of lockdown. ! ! '

Eurozone

Source: Bloomberg
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Sectoral Performance

Looking at sectoral breakdown, healthcare services, automobile &
parts and real estate are the bright spots. The growth in the vehicle
sector came as factories return to production post lock-down.
Upbeat housing market indicators across the US, UK, Australia
confirmed that demand hasn’t died down amidst a pandemic. In the
US, demand for housing originates from millennials whose jobs were
well secured and have the flexibility to work from home. The recent
surgein homebuilding activities aresigns of supply trying to keep up
with robustdemand. Despite the reopening of economies, growthin
beverages & food continued to be modest, either because
consumers are still wary to dine out at restaurants or having
adjusted to eating in. Tourism & recreation unsurprisingly remained
atthe bottomrank.

Outlook/ Conclusion

Looking ahead, we expect growth to be uneven across major
economies. The slower rate of infection in the US recently has given
rise to more optimism des pite the absence of new extended stimul us
program.

In the UK, the immediate concern is on the upcoming expiry of the
pandemic job protection program which is expected to push the
economy into a scenario of massive unemployment.

Eurozone meanwhile is likely to experience very unequal progress

towards normality with some countries still recording high infection
rate.

China on the other hand is expected to move forward albeit not
without obstacles. Latest indicators still suggest the economy’s
struggleto climb backto pre-pandemic state of expansion.

Japan is likely to fall back behind its peeras lacklustre global demand
dampened its manufacturing industry and poor local demand
weighingon its services sector.
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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 infomation 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 ref lect the curent 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 hereinmay change without notice and
the opinions do not necessarily correspond to the opinions of HLBB. HLBB does not hav e an obligation to amend, modify or update this report or
to otherwise natify a reader or recipient theredf 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, employ ees 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 derivedfrom or omission from the reports or matter. HLBB may, to the extent permited by law, buy, sell or hold significantly long or
short positions; act as investment and/or commercial bankers; be represented on the board of the issuers; and/or engage in ‘m arket making’ of
securities mentioned herein. The past peiformance 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 mutiple risk factors including without limitation market volatility, sector v olatility, corporate actions, the
unav ailability of complete and accurate information. No assurance can be given that any opinion described herein would yieldf avorable investment
resuls. Recipients who are not market professional or institutional investor customer of HLBB should seek the advice of their independent financial
adv isor prior to taking any investment decisionbased on therecommendations in this report.

HLBB may provide hypedinks to websites of entities mentioned in this report, howev er the inclusion of alink 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 nat directed to, or intended for distribution to or use by, any person or ertity who is a citizen or resident of or located in any state,
country or other jurisdiction where such distribution, publication, av ailability 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 themseles about and to observe such restrictions. By
accepting this report, a recipient hereof agrees to be bound by theforegoing limitations.
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