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Global Markets Research
Daily Market Highlights

30 Aug: PCE prices up next for the US

UST yields & DXY jumped following the upgrade in 2Q GDP and lower jobless claims
German’s DAX closed at record as CPI eased to 2.0%; MYR jumped on GST chatter
Moderate consumption and healthy labour market in Japan; Tokyo’s inflation quickened

e  Wall Street closed mixed overnight, with the Dow adding another 0.6% d/d  Key Market Metrics

to a fresh record close, S&P 500 closing flat while Nasdaq slid 0.2% d/d Level did (%)
weighed down by Al darling Nvidia (-6.4% d/d). Nvidia continued to pose Equities
stellar results, but investors were nervous that the company’s growth may Dow Jones 41,335.06 0.59
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big moves in individual stocks, further boosted by expectations that the naspaq 17,516.43 -0.23
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risk appetite, sending vyields ticking up 2-3bps across the curve. The EX
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bond yields also increased at a narrow range of 0-3bps. EUR/USD 11077 0.39
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led gains at 0.8% d/d to 4.3110, amid chatter that the government is uSD/SGD 1.3031 -0.03
considering bringing back GST, closely followed by CNH (+0.5% d/d). SGD
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Oil prices jumped 1.6-1.9% d/d on the robust US 2Q GDP, bolstering 1 (s/bbl) 75.91 1.87
expectation that demand will hold strong and amid suspended oil exports 5 nt ($/bbl) 79.94 1.64
from five eastern ports in Libya. Gold ($/02) 2,536.70 1.43

) ) ) - Copper ($$/MT) 9,244.00 -0.18
Low layoffs, solid 2Q signals a still resilient US economy

. } Aluminum($/MT) 2,457.50  -1.54

The second reading of the 2Q GDP was revised up 0.2ppts to 3.0%, and 4,006.00 0,50

marked an acceleration from 1Q’s +1.4% q/q. The upward revision reflects a
sharp upgrade in consumer spending growth (+0.6ppts to 2.9% q/q vs 1.5%
g/q), but lower savings rate during the quarter (-0.2ppts to 3.3% vs 3.8%)
suggests that consumers will have to start cutting back on spending going
forward. Investment, government spending and net trade, on the other
hand, were revised lower.

For net trade, separate data showed that the goods trade deficit for the
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month of July widened more than expected to $102.7bn (prior: -$96.6bn), a
2-year high and will not bode well for GDP calculation at the start of 3Q. The
higher deficit during the month reflects a surge in imports (2.3% m/m vs
0.8% m/m), which more than outpaced flat growth for exports (prior: 2.7%
m/m). The surge in imports likely reflects US companies stocking up on
inventory ahead of the dockworkers strike in October just before holiday
shopping season, as well as some businesses trying to get ahead of the tariff
hikes imposed on Chinese goods.

In the labour market, initial jobless claims, thus layoffs, remained low but the
uptick in continuing claims suggests that workers are finding it harder to find
jobs. Jobless claims unexpectedly fell 2k to 231k for the week ended August
24 (prior: +5k), but continuing claims rose 13k to 1868k for the week ended
August 17 (prior: -4k), albeit better than expected.

July’s Pending Home Sales index dropped more than expected by 5.5% m/m
and 4.6% y/y (prior: +4.8% m/m and -7.8% y/y) to its lowest in record as
buyers continued to be challenged on the affordability front while some
adopted the wait-and-see attitude ahead of the presidential election.

Eurozone’s economic confidence improved slightly but continues to point
to sluggish growth

August’s Economic Sentiment Indicator (ESI) was higher than expected at
96.6 (vs: 96.0) and the Employment Expectations Indicator (+1.3ppts to 99.2)
picked up more significantly after several months of decline. The latter,
nonetheless remains below its longer-term average of 100 and the overall
headline continues to point to sluggish growth for the bloc. The increase in
the ESI reflected improved confidence in industry, services and retail trade
and among the largest economies, for France and Spain.

UK’s business barometer unexpectedly held steady

Business confidence, using the Lloyds Business Barometer as a guide,
unexpectedly held steady at 50 in August instead of retreating as expected.
Sentiment was buoyed by improvement on the current economic optimism
sub-index, which more than offset by the rest of the indicators, suggesting
that businesses remained cautious overall.

Australia’s capex spending unexpectedly fell 2.2% q/q but businesses
revised their capex outlook up

Lower capex spending on major engineering projects and transport
infrastructure projects, as well as from the retail trade industry sent capex
spending unexpectedly falling 2.2% qg/q in 2Q (1Q: +1.9% q/q). Despite this,
businesses remained positive in terms of their investment outlook and
revised their expected capex spending up to +10.3% for 2024-25. The
manufacturing industry, notably, is expecting a major rise next year with
several large industrial projects ramping up investment

Japan’s economy gaining some footing; Tokyo’s inflation rate quickened

Data released continued to show that the economy is finding a solid footing.
Consumer confidence held steady at 36.7 in August, defying expectations for
confidence to improve while the labour market remained healthy despite thr
unexpected uptick in jobless rate to 2.7% in July, from 2.5% previously. While
retail sales slowed more than expected to +0.2% m/m in July (prior: +0.6%
m/m), steady consumer sentiment, healthy labour market, the rise in wage
growth as well as government’s initiatives to support the cost of living will all
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lend support to expectations of moderate consumer spending going forward.

e On the industrial sector, production rebounded, albeit less than forecast to
+2.8% m/m in July (prior: -4.2% m/m) with broad based growth observed for
both the manufacturing and construction sectors.

e In terms of prices, Tokyo’s core inflation (excluding fresh) unexpectedly
accelerated to 2.4% y/y in August from 2.2% y/y previously, getting a boost
from higher energy prices due to low base effect. Services inflation, highly
tracked by the central bank, also quickened supporting case for a monetary
policy normalisation for the Bank of Japan going forward. As it is, market is
pricing in a small probability of a hike later in the year.

House View and Forecasts

FX This Week 3Q-24 4Q-24 1Q-25 2Q-25
DXY 100-103 102.41 100.87 99.86 98.86
EUR/USD 1.09-1.13 1.11 1.12 1.10 1.08
GBP/USD 1.29-1.33 1.29 1.30 1.30 1.29
usD/JpY 143-150 145 143 140 137
AUD/USD 0.65-0.69 0.66 0.66 0.67 0.68
USD/MYR 4.34-4.42 4.50 4.40 4.35 4.30
USD/SGD 1.30-1.33 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

30-Aug AU Private Sector Credit MoM (Jul) 0.60%
HK Retail Sales Value YoY (Jul) -9.70%
UK Mortgage Approvals (Jul) 60.0k
EC CPI Estimate YoY (Aug) 2.60%
EC Unemployment Rate (Jul) 6.50%
US Personal Income (Jul) 0.20%
US Personal Spending (Jul) 0.30%
US Core PCE Price Index YoY (Jul) 2.60%
US MNI Chicago PMI (Aug) 45.3
US U. of Mich. Sentiment (Aug F) 67.8

2-Sep AU Judo Bank Australia PMI Mfg (Aug F) 48.7
JN Capital Spending YoY (2Q) 6.80%
JN Jibun Bank Japan PMI Mfg (Aug F) 49.5
MA S&P Global Malaysia PMI Mfg (Aug) 49.7
AU Melbourne Institute Inflation YoY (Aug) 2.80%
AU Company Operating Profit QoQ (2Q) -2.50%
AU Building Approvals MoM (Jul) -6.50%
CH Caixin China PMI Mfg (Aug) 49.8
EC HCOB Eurozone Manufacturing PMI (Aug F) 45.6
UK S&P Global UK Manufacturing PMI (Aug F) 52.5
S| Purchasing Managers Index (Aug) 50.7

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.




