$ HonglLeong Bank

18 July 2024

Global Markets Research
Daily Market Highlights

18 July: All eyes on the ECB and labour data from the majors today

Biden and Trump comments sparked a sell-off in global chip stocks and equity markets
DXY slumped amidst a rally in JPY; concerns that Trump may push back against strong USD if re-elected
GBP/USD broke above 1.30 amidst stubborn services costs; headline CPI unexpectedly held steady at 2.0%

e  Global chip stocks fell sharply with ASML, Nvidia and TSMC hit by reports of Key Market Metrics

tighter export restrictions from the US and a ramping up of geopolitical Level did (%)
tensions. This comes after reports that the Biden administration is Equities
considering a wide-sweeping rule to clamp down on companies exporting Dpow Jones 41,198.08 0.59
chipmaking equipment to China, while presidential candidate Donald Trump  sgp 500 5,588.27 -1.39
said that Taiwan should pay the US for defense. NASDAQ 17,996.92 277
Mirroring recent trends, Wednesday’s move was also a part of the .~ _ ..o 514.83  -0.48
rotational play out of high-flying technology shares and into smaller cap e i 8,187.46 0.28
stocks in the US, sending S&P 500 and Nasdaqg tumbling between 1.4-2.8% Nikkei 225 41,07.69 0.43
d/d. Stoxx Eur 600 also closed 0.5% d/d lower in Europe, while Asian
markets traded mixed, with Australia's S&P/ASX 200 touching an all-time 51300 3,501.58 .09
high. Hang Seng 17,739.41 0.06
Treasuries slumped in a bear flattener. The 2Y yield edged up slightly by ~ Straits Times 3,489.67 0.05
2bps to 4.44%, while the 10Y closed flattish at 4.16%. 10Y European bond  KLCI 30 et e
yields closed mixed between -1 to +3bps.
In the forex market, DXY plunged 0.5% d/d to its lowest level since May at  EX
103.75, and all the G10 currencies appreciated against the Dollar save for Dollar Index 103.75 -0.50
the CAD and AUD (-0.1% d/d). The slump in the USD was driven by the EuRr/USD 1.0939 0.37
sharp rally in JPY overnight (+1.4% d/d to 156.20) amidst intervention talks, GBP/USD 1.2009 0.27
and after Trump flagged concerns that the strong USD is hurting USD/JPY 156.20 1.36
competitiveness of US exports. He also pointed to weakness in the yen and AUD/USD 0.6729 0.07
yuan, thus raising concerns that Trump will push back against a strong Dollar ST 79720 0.23
if he is re-elected in November. GBP also rallied 0.3% d/d to 1.3009 amidst . 4.6642 0.27
expectations that the BOE will keep its policy rates unchanged in August

. . e . . ) USD/SGD 1.3405  -0.28
after its elevated services inflation reading. Regional currencies also
strengthened against the Dollar, with CNH, MYR and SGD appreciating by
0.2-0.3% d/d. The trio closed at 7.2720, 4.6642 and 1.3405 respectively. Commodities
In the commodity markets, crude oil prices recouped some of its recent ~WTI ($/bbl) 8285 259
losses and closed 1.6-2.6% d/d higher after an Energy Information Brent ($/bbl) 85.08 1.61
Administration report showing that US oil inventories shrank by 4.9m Gold (5/0z) 2,459.90 -0.32
barrels last week. Copper ($$/MT) 9,635.00 -0.29

Aluminum($/MT) 2,402.00  -0.17

CPO (RM/tonne) 3,986.00 0.71

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 16 July for CPO

The US economy grew at a slight to modest pace, according to Beige Book
e Key highlights to the latest Beige Book include: 1) The economy grew at a
slight to modest pace for the majority of the regions, 7 reported
improvements and 5 noted flat or declining growth, up from 2 previously. 2)
Wages grew at a modest to moderate pace, while prices increased
modestly. However, tight capacity in ocean shipping has led to a surge in
spot rates, and could potentially keep prices elevated. 3) Household
spending was little changed, with auto sales weighed down by the
cyberattack on dealerships and high interest rates, and most districts




reporting softer consumer loans. 5) Expectations are for slower growth over
the next 6 months due to uncertainty from the upcoming election, domestic
policy, geopolitical conflict, and inflation.

The Beige Book also highlighted disparate trends in the manufacturing
sector, ranging from brisk downturn to moderate growth, while real estate
reports on the residential and commercial markets varied but with only
slight changes as compared to before. For the manufacturing sector, data
overnight, in fact, showed that June’s industrial output posted continued
albeit softer gains (+0.6% m/m vs 0.9% m/m) for the second month and was
better than expected due to the manufacturing sector (+0.4% m/m vs +1.0%
m/m), and with most major market groups logging gains. Data from the
housing sector was also positive, with housing starts and building permits
rebounding more than expected by 3.0% m/m and 3.4% m/m (May: -4.6%
m/m and -2.8% m/m) while mortgage applications also turnaround and
expand by 3.9% w/w for the week ended July 12 (Prior: -0.2% m/m).

UK’s sticky services costs kept inflation elevated

UK inflation unexpectedly held steady at BOE’s preferred target of 2.0% for
the second month in June, but stubborn services costs (5.7% y/y) cast
doubts on whether the central bank will cut in August. The sticky services
costs also saw core-CPI defying expectations to ease and held steady at
3.5% y/y instead, with the elevated prices driven by hotel, partially due to
the Taylor Swift’s Eras tour, which offset the disinflation for clothing and
footwear due to discounts and sales. Separate data also showed that PPI
(output) unexpectedly eased to 1.4% y/y (May: +1.7% y/y) while home
prices, using the House Price Index as a gauge, accelerated to +2.2% y/y
from +1.3% y/y previously.

We will be watching closely for the labour print today, as minutes of the
latest MPC suggests that the decision between hold and cut was “finely
balanced.” Meanwhile, recent comments from BOE’s Chief Economist Huw
Pill didn’t flag eagerness to cut amidst lingering inflation forces in the labour
markets and services, the former due to a tight labour market and large
increases in the minimum wage. With this, the OIS is pencilling a miss in rate
cut in the August meeting, but a 59% probability of 2 rate cuts by end 2024.

Leading index in Australia remains subdued but stable

In Australia, the Westpac Leading Index was subdued and flat for the second
month in June, painting a picture of stability but lacklustre growth
momentum in 2H of 2024 and into early 2025. During the month,
commodity prices weakened significantly, but this was partially offset by
stabilising in monthly hours worked.

Japan’s exports continued to expand, but at a slower pace

Exports expanded for the seventh consecutive month, but slowed more
than expected to +5.4% y/y in June (May: +13.5% y/y). As it is, demand for
Japanese goods have largely been supported by a weak yen in recent
months as well as strong demand for both chips and auto, in line with views
that the 2Q GDP will rebound from its contraction earlier in the year.

Singapore’s NODX fell on both non-electronics and electronics, the latter
due to high base

Non-oil domestic exports (NODX) came worse than expected, falling 8.7%
y/y and 0.4% m/m in June (May: -0.7% y/y and -0.7% m/m). The deeper y/y
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contraction was mainly due to non-electronics like the non-monetary gold,
specialised machinery and food preparations, while electronics exports (-
9.5% y/y vs +19.6% y/y) fell due to high-base effect. NODX to the top
markets as a whole declined, led by US, Hong Kong and China but rose for
Malaysia, Thailand, Eurozone and Indonesia.

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

18-Jul AU Unemployment Rate (Jun) 4.00%
MA Exports YoY (Jun) 7.30% Hong Leong Bank Berhad
UK ILO Unemployment Rate 3Mths (May) 4.40% Fixed Income & Economic Research, Global
HK Unemployment Rate SA (Jun) 3.00% Markets
EC ECB Main Refinancing Rate 4.25% Level 8, Hong Leong Tower
US Initial Jobless Claims 222k 6, Jalan Damanlela
US Philadelphia Fed Business Outlook (Jul) 1.3 Bukit Damansara
US Leading Index (Jun) -0.50% 50490 Kuala Lumpur

19-Jul UK GfK Consumer Confidence (Jul) -14 Tel: 603-2081 1221
JN Natl CPI YoY (Jun) 2.80% Fax: 603-2081 8936
MA GDP YoY (2Q A) 4.20%

HLMarkets@hlbb.hongleong.com.my

UK Retail Sales Inc Auto Fuel MoM (Jun) 2.90%

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.




