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17 July: IMF expects stable global growth amid slowing disinflation

Global GDP forecast left unchanged at 3.2% in 2024; upwardly revised to 3.3% for 2025
Stronger-than-expected US retail sales despite weaker autos and gasoline; reaffirming consumer resiliency
DXY gained after the sales readings; UST yields fell on continued Fed rate cut views

e Major US equity indices notched new highs again on Tuesday, with investor Key Market Metrics

optimism boosted by a better-than-expected US retail sales reading and Level did (%)
favourable earnings from banking stocks. The Dow Jones logged its best Equities
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Across the Atlantic, European stocks closed lower (Stoxx Eur 600: -0.3% d/d),
weighed down by mining stocks and luxury consumer goods. Asian markets
closed mixed as traders looked for developments from China's Third Plenum, EX
but are expected to join the US rally today. Dollar Index 104.27 0.08
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reading. Most G10 currencies strengthened against the Dollar led by CHF,
NOK and DKK (0.1-0.2% d/d). JPY, AUD and NZD were laggards and weakened  commodities
in tune to 0.2-0.4% d/d against the USD. On the regional front, most WTI ($/bbl) 80.76 -1.40
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e In the commodity markets, oil prices fell 1.1-1.4% d/d amidst the mildly
stronger USD and on recent signs that global demand is trending lower.

Aluminum($/MT) 2,406.00  -2.25

CPO (RM/tonne) 3,958.00 -1.36

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 15 July for CPO

IMF: Steady global growth amid slowing disinflation

e Highlights from the latest World Economic Outlook include: 1) Global growth
is expected to remain steady, with GDP projection for 2024 left unchanged at
3.2% but upwardly revised for 2025 (+0.1ppts to 3.3%). Risk to growth
remains broadly balanced. 2) Global inflation is expected to ease from 6.7%
in 2023 to 5.9% in 2024 and 4.4% (-0.1ppts) in 2025, but IMF flagged risks
that services costs are holding up progress on disinflation, possibly forcing
major central banks to keep borrowing costs higher for even longer. 3) IMF’s




GDP forecast for the US was revised lower to 2.6% in 2024 (-0.1ppts)
reflecting the slower-than-expected start to the year, slowing further to 1.9%
in 2025 as the labor market cools, consumption moderates and fiscal policy
starts to tighten gradually. 4) Economic activity in the euro area appears to
have bottomed out and is expected to pick up momentum from 0.5% in 2023
to 0.9% (+0.1ppts) in 2024 and 1.5% in 2025. The upward revision for 2024
was driven by stronger momentum in services and higher-than-expected net
exports in 1H. 5) In Japan, the strong shunto wage settlement is expected to
support a rebound in consumer spending in 2H, but GDP growth projection
for 2024 growth was revised down 0.2ppts to 0.7% due to temporary supply
disruptions and weak private investment in 1Q. 5) For China, the growth
forecast was revised upward to 5.0% in 2024, primarily on account of a
rebound in private consumption and strong exports in 1Q. In 2025, GDP is
projected to slow to 4.5% but growth for both years were 0.4ppts upward
revisions each.

US retail sales was stronger than expected although headline was flat
June’s retail sales report was stronger than expected although headline sales
were still flat m/m (May: +0.3% m/m). Details showed that the flat growth
during the month was primarily due to lower motor vehicle sales (-2.0% m/m
vs +1.0% m/m) due to the cyberattack on the software system used by
dealers, while lower prices also dragged on gasoline station sales (-3.0% m/m
vs -2.1% m/m). All other sales were strong. Thus, stripping the auto sales,
spending was more favourable at +0.4% m/m (May: 0.1% m/m).

The latest data suggests that consumer spending has largely and is expected
to stay resilient barring any shocks in the labour market, although there are
emerging signs of a downshift. The latter is reflected by consumers pulling
back on spending on discretionary items or taking advantage of lower prices.
This, coupled with improving inflation readings, could provide the impetus
for the Fed to cut its policy rates later this year.

In fact, a separate report showed that imported inflation were moderate and
unchanged in June, although we noted the higher-than-expected forecasts
and highest y/y increase since December 2022 at 1.6% y/y (May: -0.2% m/m
and 1.4% y/y) as lower fuel prices were offset by the higher nonfuel price
driven by industrial supplies & materials, food, feeds & beverages as well as
motor vehicles.

In the housing market, high mortgage rates for consumers, construction and
development loans, continued to put a dampener on builder sentiment and
sent the NAHB Housing Market Index unexpectedly sliding 1ppts to 42 in July,
its lowest since December 2023. The July survey also revealed that builders
are increasingly cutting prices to bolster home sales (31% vs 29%), although
the average price reduction in July held steady at 6.0%.

Services economic activity continued to contract slightly in New York state,
with the headline business activity index holding steady at -4.5 in July (June: -
4.7). While employment indicators improved, this was offset by a decline in
capital spending for a second consecutive month and waning optimism about
the six-month outlook.

Eurozone’s investor sentiment worsened as export growth fell

Weighed down by slower exports (May: -0.5% y/y vs Apr: +14.0% vy/y),
political uncertainty in France and the lack of clarity on the monetary policy
front, the ZEW Survey Expectations index lost 7.6 points to 43.7 in July, while
economic expectations for Germany also worsened for the first time in a year
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(-5.7 points to 41.8).

House View and Forecasts

FX This Week 3Q-24 4Q-24 1Q-25 2Q-25
DXY 103-106 104.28 102.71 101.69 100.67
EUR/USD 1.07-1.10 1.08 1.09 1.08 1.06
GBP/USD 1.27-1.31 1.28 1.29 1.28 1.28
USD/JPY 156-161 158 155 151 148
AUD/USD 0.66-0.69 0.67 0.68 0.69 0.69
USD/MYR 4.64-4.70 4.66 4.60 4.54 4.50
USD/SGD 1.33-1.36 1.34 1.33 1.32 1.30
Rates, % Current 3Q-24 4Q-24 1Q-25 2Q-25
Fed 5.25-5.50 5.25-5.50 5.00-5.25 4.75.-5.00 4.50-4.75
ECB 3.75 3.50 3.25 3.00 2.75
BOE 5.25 5.00 4.75 4.50 4.25
BOJ 0-0.10 0.10-0.20 0.10- 0.20 0.20- 0.30 0.20-0.30
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
17-Jul AU Westpac Leading Index MoM (Jun) -0.01%
S| Non-oil Domestic Exports YoY (Jun) -0.10%
UK CPI Core YoY (Jun) 3.50%
UK PPI Output NSA YoY (Jun) 1.70%
UK House Price Index YoY (May) 1.10%
EC CPI Core YoY (Jun F) 2.90%
US MBA Mortgage Applications -0.20%
US Housing Starts MoM (Jun) -5.50%
US Building Permits MoM (Jun) -3.80%
US Industrial Production MoM (Jun) 0.90%
18-Jul US Federal Reserve Releases Beige Book
JN Exports YoY (Jun) 13.50%
AU Unemployment Rate (Jun) 4.00%
MA Exports YoY (Jun) 7.30%
UK ILO Unemployment Rate 3Mths (May) 4.40%
HK Unemployment Rate SA (Jun) 3.00%
EC ECB Main Refinancing Rate 4.25%
US Initial Jobless Claims 222k
US Philadelphia Fed Business Outlook (Jul) 1.3
US Leading Index (Jun) -0.50%

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.




