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Global Markets Research

Daily Market Highlights

27 Sep: Al and China-fuelled rally in risk

Equities resumed gains boosted by chips and China related stocks
Bond yields largely increased; USD weakened; AUD and NZD led gains
Focus will shift to US core PCE prints for Fed policy outlook ahead

US equities continued rallying boosted by chips and China stocks; bond yields Key Market Metrics

largely increased while the USD broadly weakened again Level did (%)
Equities
e Global financial markets saw a return of risk-on sentiments spurred by Al Dow Jones 42,175.11 0.62
and China-related optimism, and as US data and the revision to annual GDP  s&p 500 5,745.37 0.40
affirmed a resilient US economy. The broader US S&P500 hit fresh record  naspaqQ 18,190.29 0.60
high again amid gains in most sectors. Despite pulling back from session  sioxx Eur 600 525.61 1.25
high, the benchmark stock index still closed the day 0.4% d/d higher.  1sg 100 8,284.91 0.20
Meanwhile, the Dow and NASDAQ rose 0.6% d/d. The much anticipated Nikkei 225 38,025.63 279
speech from Fed Chair Powell at the annual US Treasury Market Conference | 5E 3,545.32 4.23
turned out to be a non-event as his pre-recorded speech did not touch on N 19,924.58 416
economic outlook and monetary policy path, disappointing those looking for
more clues if the FOMC would cut 25bps or 50bps next. Straits Times 398223 003
. . . KLCI 30 1,671.32 -0.12
e European and Asian bourses also ended the day in the green. China stocks
stole the limelight with over 4.0% gain on the day again, on hopes the slew
of stimulus measures will help address growth risk and fallout from the real EX
estate and banking sectors. The China government called for more measures ~ D°!larindex RUCE
to arrest further deterioration in the property market by strictly limiting the EUR/USD Hhitas el
construction of new homes, and pledged more fiscal spending reportedly via ~ GBP/USD 13415 0.68
more bond sales, at its politburo meeting among top leaders yesterday. USD/JPY 144.81 0.04
e Bonds remained under pressure with modest increases in yields. The UST ~AUD/USD 0.6896 1.07
curve traded mixed, with bonds up to 10-year saw increases in yields by ~ USD/CNH 6.9730  -0.85
between 1-7 bps while the ultralong end 20- and 30-year bond yields slipped  USD/MYR 4.1458 0.40
marginally within one basis point. The curve flattened again after recent USD/SGD 1.2832 -0.52

steepening move with the 2s added 7bps to 3.63% while the 10s inched up
just 1bp to 3.80%. European bond yields also traded mixed between -4 t0  commodities

+2bps. WTI ($/bbl) 67.46 -3.41
* In the FX space, USD bear took hold again, weakening against most G10s g ot ($/bbl) 7142 -3.05
(except JPY) and was mixed against Asian FX. Aussie (+1.1%), kiwi (+1.0%), <4 ($/02) 2 670.60 0.52
o o . . .
EEV;/ .(+1.4A3 andCiNH (+0.I9j) Iefd gains mfthellr respelctlve Zeir;:nts. 'Il'he Copper ($$/MT) 10,090.00 295
, . ‘i , .

. jumpe .on ina’s p.e ge for mor.e iscal stimulus an s policy Aluminum(&/mT) 262150 3.5

divergence with other majors. The sterling advanced 0.7% d/d to 1.3415
CPO (RM/tonne) 4,106.50 0.81

amid expectation the BOE will go slow with its rate cuts. Meanwhile, the CHF
. Source: Bloomberg, HLBB Global Markets Research
strengthened 0.5% to 0.8462 as the SNB delivered a gradual 25bps cut as  « pated as of 25 Sep for CPO
expected. The MYR ended the day weaker by 0.4% at 4.1458 vs the USD,
consolidated from recent rallies. On the contrary, SGD strengthened 0.5% to
1.2832, its strongest level in a decade.
e On the commodity front, oil prices extended their decline on expectations
of resumption in Libyan production and on news reports saying Saudi will




abandon its $100/ barrel oil target. WTI fell by 3.4% d/d to $67.46/ barrel
while Brent contracted 3.1% d/d to $71.42/ barrel.

Another bag of decent US data; final 2Q GDP came in unrevised at 3.0% q/q

Final 2Q GDP came in unchanged at 3.0% q/q as per the second estimate,
confirming resiliency in the US economy. Private consumption grew 2.8%
q/q, a tad slower than second estimate and consensus, but remained the
biggest contributor to 2Q growth (+1.9ppt). Change in inventories, fixed
investment and government consumption also contributed positively to
growth in the quarter. Net exports were the only drag, subtracting 0.9ppt
from growth.

Durable goods orders defied expectation for a 2.6% m/m decline and stayed
flat in August. This however still marked a slowing from the 9.9% m/m
increase in July. Orders ex-transportation however rebounded from a 0.1%
decrease to increase more than expected by 0.5% m/m, a sign core orders
are still growing.

Initial jobless claims fell 4k to 218k for the week ended 21 September (prior:
upwardly revised from 219k to 222k), a fresh 4-month low, reaffirming a
still healthy labour market despite recent fear of a bigger slump as job gains
slowed.

Pending home sales rebounded albeit at a slower than expected pace of
0.6% m/m in August (Jul: -5.5% m/m), as a drop in Northeast partially offset
gains in all other regions. Improvement in housing affordability and lower
mortgage rates are helping drive sales, but contract signings near cyclical
lows, adding to signs of a still fragile housing market.

Kansas City Fed manufacturing index deepened its fall to -8 in September,
worse than August’s -3 and consensus’s -5. Weaknesses were observed
from all fronts including prices paid for raw materials, new orders, new
export orders, production and employment, fuelling further contraction in
the region’s manufacturing activities going forward.

Japan machine tool orders fell for the first time in four months; CPI eased as
expected; no change to our view for BOJ to hike in 1Q25

Machine tool orders fell 3.5% y/y in August as initially estimated (Jul:+8.4% y/y),
marking its first decline in four months. Domestic orders fell 9.9% while foreign
orders only slipped marginally by 0.6% y/y during the month. Most sectors
reported decline in orders, except for the increase in shipbuilding transport and
aircraft, a sign of broad weakness in capex spending that could translate into
softer growth ahead. As a result, BOJ will likely further push back its rate hike
timing, to 1Q25 in our view.

Tokyo CPI moderated to 2.2% y/y in September as expected (Aug: +2.6%), thanks
to smaller gains in food (+3.4% vs +3.5% y/y) and utilities (+9.0% vs +15.9% y/y)
as the Japanese government’s resumption of energy subsidies for August to
October to help households weather the hot weather reduced electricity and
gas prices. CPI ex-fresh food and energy held steady at 1.6% y/y, also within
expectations.

Hong Kong exports and imports moderated more than expected

Exports growth pulled back more than expected to 6.4% y/y in August (Jul:
+13.1% y/y), its slowest growth in five months, as exports to the top two exports
markets slowed. Shipment to China nearly halved to 12.9% y/y (Jul: +23.0% y/y)
while that to the US pulled back sharply to a mere 2.8% y/y (Jul: +19.7% y/y) as
the US-China tensions remained elevated. Meanwhile, imports growth also
softened more than expected to 7.9% y/y (Jul: +9.9% y/y), with imports growth
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from China slowing (+9.7% vs +12.2% y/y) while that from the US contracted (-
5.1% vs +8.8% y/y), a sign of subdued domestic demand. As a result, trade deficit
widened more than expected to HKD33.1bn (Jul: -HKD21.8bn), and would keep
a lid on GDP in 3Q.

Singapore industrial production picked up more than expected in August

e Industrial production picked up to increase more than expected by 21.0% y/y in
August (Jul: +2.0% y/y), its best gain since Jun-21. The jump was spurred by a
spike in electronics (+49.1% vs +2.9% y/y), and chemicals (+11.1% vs +1.8% y/y),
entirely offsetting the extended fall in biomedical (-16.1% vs -17.4% y/y), and
slower growth in transport engineering and general manufacturing. This was in
line with an earlier report that showed electronics exports grew 35.1% y/y in
August (Jul: +16.8% /y), adding to signs the Singapore economy is benefitting
from the global tech upcycle, and potentially from China’s frontloading
purchases ahead of the imposition of US restrictions. We remain cautiously
optimistic that the Singapore economy is on track to expand 2-3% this year.

House View and Forecasts

FX This Week 3Q-24 4Q-24 1Q-25 2Q-25
DXY 99-102 102.41 100.87 99.86 98.86
EUR/USD 1.10-1.13 1.11 1.12 1.10 1.08
GBP/USD 1.31-1.34 1.29 1.30 1.30 1.29
usD/JPY 140-146 145 143 140 137
AUD/USD 0.66-0.69 0.66 0.66 0.67 0.68
USD/MYR 4.10-4.22 4.50 4.40 4.35 4.30
USD/SGD 1.28-1.31 1.33 1.32 1.30 1.28
Rates, % Current 3Q-24 4Q-24 1Q-25 2Q-25
Fed 4.75-5.00 4.75-5.00 4.25-4.50 4.00.-4.25 3.75-4.00
ECB 3.50 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
27-Sep CH Industrial Profits YoY (Aug) 4.10%
JN Leading Index CI (Jul F) 109.5
EC ECB 1 Year CPI Expectations (Aug) 2.80%
EC ECB 3 Year CPI Expectations (Aug) 2.40%
EC Consumer Confidence (Sep F) --
EC Services Confidence (Sep) 6.3
EC Industrial Confidence (Sep) 9.7
EC Economic Confidence (Sep) 96.6
US Personal Income (Aug) 0.30%
US Personal Spending (Aug) 0.50%
US Real Personal Spending (Aug) 0.40%
US PCE Price Index YoY (Aug) 2.50% Hong Leong Bank Berhad
US Core PCE Price Index YoY (Aug) 2.60% ) )
US U. of Mich. Sentiment (Sep F) 69 Fixed Income & Economic Research, Global
US Kansas City Fed Services Activity (Sep) 5 i
30-Sep JN Industrial Production MoM (Aug P) 3.10% Level 8 Honglteong Towier
IN Retail Sales Yo (Aug) 2.60% 5 I DEL Wl
JN Dept. Store, Supermarket Sales YoY (Aug) 1.10% LG PRI
CH Manufacturing PMI (Sep) 49.1 S [ L i
CH Non-manufacturing PMI (Sep) 50.3 UlB B2
CH Caixin China PMI Mfg (Sep) 50.4 V8 BUERALL R
CH Caixin China PMI Services (Sep) 51.6 HLMarkets@hlbb.hongleong.com.my
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JN Housing Starts YoY (Aug) -0.20%
UK Nationwide House PX MoM (Sep) -0.20%
UK GDP QoQ (2Q F) 0.60%
UK Net Consumer Credit (Aug) 1.2b
UK Mortgage Approvals (Aug) 62.0k
US MNI Chicago PMI (Sep) 46.1
US Dallas Fed Manf. Activity (Sep) -9.7

Source: Bloomberg

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.




