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Global Markets Research

Daily Market Highlights

5 Sep: Risk-off mood for the second day in global markets

Back-to-back losses for S&P 500 & Nasdaq; UST yields and DXY tumbled
Weaker than expected job openings in the US revived bets for bigger Fed rate cut
Mixed PMlIs; uptick in Eurozone’s PPl due to energy; Australia grew a steady 0.2% in 2Q

Key Market Metrics

e Worries over the softening labour market saw traders pencilling in higher

probability of a 50bps rate cut overnight and pushed S&P 500 and the Nasdaq Level did (%)
to their second day of losses. The two equity indices slid 0.2-0.3% d/d, while  Equities
the Dow was the outlier and edged up 0.1% d/d. This came after the latest pow Jones 40,974.97 0.09
JOLTS reading came in lower than expected at its lowest since January 2021.  sgp 500 5,520.07 -0.16
Also weighing on the indices was the 1.7% d/d plunge in Nvidia shares after NASDAQ 1708430  -0.30
reports that the US Justice Department sent subpoenas to the chipmaker in Stoxx Eur 600 514.82 097
an antitrust probe, of which they later deny. Some megacap technology and o 8,269.60 0.35
chip stocks regained their footing, while defensive stocks like utilities and Nikkei 225 37,047.61 44
consumer staples gained.
. . CS1 300 3,252.17 -0.65
Worries over the health of the global economy also dented appetite for
European stocks, sending Stoxx Eur 600 sharply lower by 1.0% d/d. Most H2n85€ne 1745734 A0
sectors and major bourses traded in negative territory, led by technology Straits Times 3441.38 12
stocks. Asian markets also plunged overnight, with Japan's Nikkei 225 down  KLCI 30 D
4.2% d/d, leading losses in the region.
Risk off sentiment and expectations of a jumbo rate cut by the Fed sent EX
Treasuries rallying and yields sliding 7-11bps led by the short-end. The 2Y Dollarindex 101.36 -0.46
yields dipped 11bps to 3.75% while the 10Y closed down 8bps to 3.76%. 10Y  EUR/USD 1.1082 0.35
European bond yields fell between 3-9bps. GBP/USD 1.3147 0.25
Traders betting on steep rate cut bets by the Fed also sent DXY tumbling 0.5% USD/JPY 143.74 -1.20
d/d overnight to 101.36. All G10 currencies appreciated against the Dollarled  ,, D/USD 0.6725 0.21
by safe haven JPY and CHF, as well as NOK at 0.5-1.2% d/d respectively. USD/CNH 7.1134 010
Regional currencies also mostly strengthened against the USD led by KRW and BRI 43533 036
MYR (+0.4% d/d to 4.3533), while SGD appreciated 0.3% d/d to close at
UsSD/SGD 1.3038 -0.25
1.3038.
Oil prices fell 1.4-1.6% d/d amid concerns over weakening global growth and
demand, as OPEC+ debates whether to proceed with the increased supply in Commodities
4Q and on restoration in Libya crude flows. WTI (5/bbl) Sl Al
Brent ($/bbl) 72.70 -1.42
Mixed regional S&P PMIs Gold ($/0z) 2,502.70 0.2
The final Eurozone Services PMI was revised down 0.4ppts to 52.9 in August  Copper ($5/MT) 8,960.00 0.06
but this still reflects an uptick from July’s 51.9. Growth was observed across  Aluminum($/MT) 2,396.50 -0.46
the board geographically but notably for French due to the Olympic Games.  cpo (RM/tonne) 4,048.50 1.29

This positive vibe is expected to linger through September due to the
Paralympics but a slowdown is likely in the coming months after that.

e Incontrast, the final UK Services PMI was revised up 0.3ppts to 53.7 in August
(prior: 52.5) as improving economic conditions and domestic political stability
helped to bolster customer demand and thus, new business again. Job
creation also quickened as compared to 1H despite scarce candidate
availability and elevated wage pressures, the latter potentially keeping

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 3 Sep




inflation elevated. Some firms nevertheless, cited concerns about policy
uncertainty in the run up to the Autumn Budget.

The final Japan PMI Services was revised down 0.3ppts to 53.7 in August
(prior: 53.7). Amid sustained growth in new business inflows as well as
positive movements in employment and business confidence, suggesting that
the solid growth for this sector will likely be solid until year-end.

The Caixin China Services PMI came below expectations and slid 0.5ppts to
51.6 in August as new orders decelerated and the employment index turned
contractionary, the latter due to a more cautious approach by firms to save
costs. Export business nonetheless picked up due to higher tourist arrivals,
while overall confidence remained positive albeit below historical average.

In Hong Kong, its Composite PMI inched down slightly to 49.4 in August (prior:
49.5), suggesting that the sector remains relatively subdued. Nonetheless,
there are emerging signs of a turnaround with the downturn in new orders
easing for the second month, while improving tourism supported a rise in
export business for the first time in 10 months.

In Singapore, the Composite PMI rose to 57.6 from 57.2 previously. Barring
any sharp downturns in September, the latest PMI suggests that we will see a
better 3Q GDP print for the economy, while forward-looking indicators such
as new orders, backlogs and future output, suggests that private sector
activity should be sustained in the near-term.

In the manufacturing sector, Vietnam Manufacturing PMI slid to 52.4 in
August from 54.7 previously. The index at this level, nonetheless, suggests a
solid monthly improvement and operating conditions have now strengthened
in each of the past 5 month. Of note however, firms are facing a drop in
employment, which is making completing projects more difficult and adding
to outstanding business.

Less upbeat assessment from the Biege Book

Highlights from the latest Beige Book: 1) Economic activity grew slightly only
in 3 districts, with more districts reporting flat or declining activity (9 vs 5).
Most expect economic activity to remain stable or to improve somewhat in
the coming months. 2) Consumer spending was reported to have ticked down
in this latest Beige Book as compared to holding steady previously. 3) Labour
market remains steady, with rare reports of layoffs. 4). In terms of potential
inflationary pressure, wage growth was modest, while increases in non-labor
input costs and selling prices were slight to moderate. 5) Manufacturing
activities declined in most districts, auto sales continued to vary while real
estate activity was mixed, though most indicated softer home sales.

Lowest JOLTS job openings in the US in 3.5 years; highest trade deficit in 2
years

In the labour market, job openings slumped more than expected and to its
lowest since January 2021 in another sign of slack in the labor market, while
the still low level of layoffs suggests the labor market remained resilient and
the economy is not heading into a recession. According to the JOLTS job
openings survey, job openings fell to 7.7m in July from a downwardly revised
June’s 7.9m. With the decline, the job openings rate eased to 4.6% from 4.8%
previously, led by fewer openings in the health care & social assistance, state
& local government and transportation, warehousing, & utilities sectors. The
number of total separations increased to 5.4m and the total separations rate
ticked up slightly to 3.4 (prior: 3.2), while the quits rate, a measure of how
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workers’ willingness or ability to leave jobs also increased to 2.1 from 2.0
previously.

Factory orders rebounded more than expected by 5.0% m/m in July after
falling 3.3% m/m in June, boosted by defence aircraft, but demand elsewhere
was moderate amid higher borrowing costs. Excluding transportation, orders
rose 0.4% m/m after gaining 0.1% m/m with orders from the consumer goods
sector reported flat growth (prior: -0.5% m/m).

Mortgage applications accelerated to +1.6% w/w for the week ended August
30 (prior: +0.5% m/m) as the 30Y fixed mortgage rates eased further to 6.43%
during the week. This spurred demand for purchase applications and while
refinance applications were slightly down, it continued to show strong annual
gains and accounted for almost 46% of total applications, the highest monthly
average since March 2022 as borrowers with higher rates have been
refinancing to lower their monthly payments.

On the external front, trade deficit widened to its 2-year high of $78.8bn in
July (prior: -§73.0bn), fuelled by a surge in imports of goods. The latter
increased 2.1% m/m (prior: +0.7% m/m) to the highest level since March 2022,
outpacing exports growth of +0.5% m/m (prior: +1.7% m/m). The surge in
imports reflects stepped-up efforts by US companies to ensure adequate
supply ahead of a potential dockworkers’ strike and ahead of the holiday
season and the shortfall suggests trade will again weigh on GDP in 3Q.

Monthly uptick in Eurozone’s PPl due to energy, no change to disinflation
and ECB’s easing cycle path

Producer prices fell at a more modest than expected pace at -2.1% y/y in July
(prior: -3.3% y/y) but accelerated m/m to 0.8% (prior: -3.3% y/y and +0.6%
m/m). As the uptick for the latter was driven only by energy prices, underlying
cost-driven pressures in the bloc remained mild and thus, unlikely to change
course for ECB’s monetary easing path going forward.

Australia grew a steady 0.2% q/q in 2Q, matching expectations

Matching expectations, the economy grew at steady 0.2% q/q in 2Q while
growth on a y/y basis eased to 1.0% y/y from 1.3% y/y previously, its lowest
since 1992 outside the pandemic period. Growth during the quarter was
largely boosted by population growth and government spending, while
household spending was subdued and fell 0.1% d/d (prior: -0.6% q/q).
Specifically, weakness was more prevalent in discretionary goods following
the high base effect in 1Q due to sport, gambling music events, as well as
because of the higher costs of living. As such, a sustainable recovery in
spending as seen in July (+0.8% m/m vs -0.5% m/m), remains debatable at this
juncture

Positive real wage growth in Japan likely to keep policy tightening cycle on
track

In Japan, real wages continued to grow for the second month and outbeat
forecasts at +0.4% vy/y in July (prior: +1.1% y/y). This data reaffirms
expectation of the virtuous cycle of wage gains feeding into demand-pull
inflation and laying the backdrop for additional tightening policy later this year
orinearly 2025. Asitis, the strong nominal wage growth not only reflects the
impact from the shunto negotiation but also chronic labour shortage in the
Japanese economy.
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House View and Forecasts
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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 1.30-1.33 1.29 1.30 1.30 1.29
usD/IPY 142-148 145 143 140 137
AUD/USD 0.66-0.69 0.66 0.66 0.67 0.68
USD/MYR 4.29-4.36 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 3.75 3.50 3.25 3.00 2.75
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
5-Aug AU Exports MoM (Jul) 1.70%
Sl Retail Sales YoY (Jul) -0.60%
MA BNM Overnight Policy Rate 3.00%
UK DMP 1 Year CPI Expectations (Aug) 2.50%
EC Retail Sales MoM (Jul) -0.30%
US Challenger Job Cuts YoY (Aug) 9.20%
US ADP Employment Change (Aug) 122k
US Initial Jobless Claims 231k
US S&P Global US Services PMI (Aug F) 55.2
US ISM Services Index (Aug) 51.4
6-Aug JN Household Spending YoY (Jul) -1.40%
AU Home Loans Value MoM (Jul) 1.30%
JN Leading Index ClI (Jul P) 109
MA Foreign Reserves $115.9b
EC GDP SA QoQ (2Q F) 0.30%
EC Employment QoQ (2Q F) 0.20%
US Change in Nonfarm Payrolls (Aug) 114k
US Unemployment Rate (Aug) 4.30%
US Average Hourly Earnings MoM (Aug) 0.20%
VN Industrial Production YoY (Aug) 11.20%
VN CPI YoY (Aug) 4.36%
VN Retail Sales YoY (Aug) 9.40%
VN Exports YoY (Aug) 19.10%
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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.




