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Global Markets Research

Daily Market Highlights

11 Dec: Cautious markets ahead of US CPI today

AUD weakened sharply after RBA maintained cash rate with a dovish tilt in its statement
Softer export growth for China; steep drop in imports suggests sluggish domestic demand
Moderation in Malaysia’s IPI growth on mining and electricity; manufacturing picked up

e All the 3 major equity indices traded down in tune to 0.3-0.4% d/d in the US, Key Market Metrics

with investors largely cautious and staying at the sideline ahead of the US CPI Level did (%)
print tonight. Most sectors closed lower during the session but among Equities
individual stocks, Oracle shares slumped after its earnings miss but Alphabet pow Jones 44,247.83 -0.35
rallied after announcing a breakthrough in quantum computing with the ¢gp 5 6,034.91 -0.30
unveiling of its new chip. NASDAQ 19,687.24 0.25
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Slm-llarly,. Stoxx Eur 600 snappe-d its winning stre?k and closed O.'jSA» d/d I.ower, e E T 518.49 0.52
while Asian markets closed mixed. CSI 300 rallied 0.7% d/d with sentiment
. ' FTSE 100 8,280.36 -0.86
boosted by Beijing’s announcement of “more proactive” fiscal measures and
“ " . ) ., Nikkei 225 39,367.58 0.53
moderately” looser monetary policy next year, while Australia’s S&P/ASX 3.095.64 07
200 closed 0.4% d/d lower after RBA’s monetary policy decision. As it is, Asian Lol sl S ’
markets are poised for a sluggish open today, following futures and amid Hang Seng 20,311.28 0.50
cautiousness ahead of US CPI. Straits Times 3,813.55 0.49
In the bond space, trading in Treasuries remained quiet as investors remained  KLCl 30 1,608.97 -0.15
on the sideline ahead of US CPI. UST fell across the curve, pushing overall
benchmark UST vyields higher in tune to 2-3bps (prior: 2-5bps higher). Egx
Meanwhile, 10Y European bond yields closed mixed in tune to -3 to +5bps  pgilarindex 106.40 0.24
(prior: +/-1bp). EUR/USD 1.0527 -0.26
In the forex space, DXY (+0.2% d/d to 106.40) rose for the third day, buoyed GBP/USD 1.2711 016
by the higher UST yields and the Dollar strengthened against all its G10 peers BT 151.95 0.49
save GBP (+0.2% d/d). NZD and AUD (-1.0% d/d) were notable laggards, the LY G T
latter weighed down by the dovish tilt in RBA’s monetary policy statement as ' '
. . . . ) ) . USD/CNH 7.2579  -0.13
well as weak import prints from its major trading partner, China. Asian
currencies closed mixed against the Dollar, with MYR and SGD depreciating in ~ YSP/MYR N
tune to 0-0.1% d/d, but CNH (+0.1% d/d) outperformed regional peers on  USD/SGD 1.3419 0.11
prospects of bolder stimulus by China.
In the commodity space, oil prices closed slightly higher in tune t0 0.1%-0.3% Commodities
d/d amid optimism over China stimulus support and simmering geopolitical ~ wTI ($/bbl) 68.59 0.32
tension in the Middle East. Brent ($/bbl) 72.19 0.07
Gold ($/0z) 2,697.60 1.23
s o . . . .
!RBA rrlamttame(t:l t:atsh rate at 4.35%, growing confidence on inflation sees Copper (S$/MT) 9,216.50 017
ump in rate-cut bets
y p. . S . Aluminum($/MT) 2,608.50 0.79
As widely expected, the Reserve Bank of Australia (RBA) maintained its cash
CPO (RM/tonne) 5,334.50 -0.15

rate target unchanged at 4.35%. The statement was nonetheless more dovish
than expected, with the board “gaining some confidence” that inflation is
moving sustainably towards target. The statement also omitted a previous
line that the RBA board was “not ruling anything in or out,” as well as policy
rate needing to remain sufficiently restrictive. In terms of consumer spending,
the statement flagged risks that any pick-up in consumption may be slower
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than expected. With this, markets are now pencilling in a split chance of a rate
cut in February, with a first easing more than fully priced in by April next year.
Meanwhile, the NAB business confidence index fell sharply from +5 to -3 in
November, while business conditions also softened from 7 to 2. The declines
were largely broad-based, suggesting ongoing soft growth in 4Q.

Small business optimism jumped above its 50Y average in the US

The NFIB Small Business Optimism Index rose more than expected by 8 points
to 101.7 in November, its highest since June 2021 and for the first time in
nearly 3 years, above its 50Y average of 98. The election drove the surge in
optimism, as small business owners were more certain over future business
conditions, and were hopeful for tax and regulation policies that favor strong
economic growth.

Japan’s producer prices accelerated; domestic economic condition
improved

In Japan, producer prices (PPI) grew at a faster pace than expected by 3.7%
y/y in November (prior: 3.6% y/y) driven by higher costs of electric power, gas
& water as well agriculture, forestry & fishing products, while 4Q domestic
economic conditions, using BSI Large All Industry index as a gauge, improved by
5.7ppts from 5.1 previously as both manufacturing and non-manufacturing
sectors picked up steam.

China’s exports slowed sharply ahead of Trump tariff, imports shrank
China’s exports and imports both missed expectations in November, with imports
posting its steepest drop in 9 months at -3.9% y/y (prior: 2.3% y/y), while exports
slowed sharply to +6.7% y/y from +12.7% previously. Exports to its major trading
partners, including the US, mostly rose, and is expected to stay resilient before
Trump tariffs. The contraction in imports, meanwhile, suggests sluggish domestic
demand and was dragged down by metal and automobile imports this year.
Accelerated fiscal spending, nonetheless, is expected to boost demand for
imports moving forward.

Continued moderation in industrial output growth for Malaysia; Expect
upticks in November and December to underpin overall growth in 4Q
Malaysia’s Industrial Production Index (IPl) witnessed slower growth for the
3" consecutive month, increasing a mere 2.1% y/y in October (Sept: +2.3%
y/y). This came in line with our expectation but slightly below market
consensus estimate for a pick-up to +2.6% y/y, and marked its slowest growth
in 10 months. Although the headline number appeared weak, we took
comfort in the slightly quicker growth in the manufacturing sector (+3.3% vs
+3.2% y/y). This helped cushion the blow from mining production (-2.8% vs -
2.2% y/y), no thanks to continued decline in crude oil (-7.5% /y) and a near
halt (+0.4% y/y) in natural gas output. Within manufacturing, both domestic-
and export-oriented sectors expanded at the same pace at 3.3% y/y in
October, although this was an uptick for the domestic-oriented sectors (from
+2.7% y/y in September), and a deceleration for export-oriented sectors
(from +3.4% y/y in September).

The Malaysian economic outlook remains decent in our view despite the
seemingly soft start to 4Q. We are encouraged to see the rebound in E&E
production, as this implies improvement in exports ahead, which should be
positive for exports and overall growth given its lion share contributing about
40% of total Malaysian exports. In addition, we also expect year end festive
demand to help spur the consumer and its related clusters such as food,
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beverages & tobacco, transport equipment, as well as textile, wearing
apparel, leather & footwear. On this ground, we remain cautiously optimistic
that output growth will pick-up in the next few months, keeping our full year

GDP growth of 5.2% intact.

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 1.04-1.07 1.05 1.05 1.07 1.08
GBP/USD 1.26-1.29 1.28 1.28 131 1.32
USD/JPY 147-153 153 153 148 146
AUD/USD 0.63-0.67 0.65 0.66 0.67 0.68
USD/MYR 4.39-4.46 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
11-Dec US MBA Mortgage Applications 2.80$
US CPI Ex Food and Energy YoY (Nov) 3.30%
US Real Avg Weekly Earnings YoY (Nov) 1.40%
11-18 Dec CH FDI YTD YoY CNY (Nov) -29.80%
12-Dec AU Unemployment Rate (Nov) 4.10%
EC ECB Deposit Facility Rate 3.25%
US PPI Final Demand YoY (Nov) 2.40%
US Initial Jobless Claims 224k

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.




