$ HonglLeong Bank

2 January 2025

Global Markets Research
Daily Market Highlights

2 Jan: Expect a steady start to an uncertain 2025

Global financial markets traded on a mixed note as 2024 came to a close
In 2025, all eyes on realization of Trump policies and disinflation/ inflation outlook
Cautious central banks’ policies will likely be supportive of equities and the USD near term

Equities and sovereign bonds saw mixed performances amid quiet markets

Key Market Metrics

as the year 2024 came to a close. The three key benchmark US stock indices Level did (%)
ended the last trading day of the year lower by between 0.1-0.9% d/d while  Equities
European stocks saw gains to the tune of 0.9% on the day. For the year 2024  pow Jones 42,544.22 -0.07
as a whole, the Dow, S&P500 and NASDAQ printed commendable annual  sgp 500 5,881.63 -0.43
increases of 12.8%, 24.0%, and 30.8% respectively. Across the Atlantic, naspaq 19,310.79 -0.90
European equities threaded the year mixed, with losses and gains between ¢, ..\ 600 507.62  0.55
-33% to +27%. FTSE 100 8,173.02  0.64
Asian equities were noticeably more mixed with more indices closed out the Nikkei 225 39,894.54 0.96
dayin the red, led by China and Japanese stocks, while small gains were seen e 3,934.91 1,60
in Hang Seng and Jakarta Composite. Locally, the composite KLCI posted a

; ] ) Hang Seng 20,059.95  0.09
0.3% d/d gain, and closed out the year with a 16.1% annual gain,
outperforming regional peers in the like of Singapore STI (+13.4%), China CSI SRSl 3,767.60 0.00
300 (+13.0%), Japan Nikkei (+7.1%), Thai SET (-2.1%), Jakarta Composite (- KLCI 30 1,642.33 0.28
7.7%), and South Korean Kospi (-21.5%). Worth-mentioning, Hong Kong’s
Hang Seng registered an impressive 20.1% y/y gain in 2024. As we usher in  EX
the new year, futures pricing is pointing to a mixed start for 2025. Dollar Index 108.48 0.37
Trading in global sovereign bonds were ever more muted. As of last close, EUR/USD 1.0354  -0.51
the 2-year UST yields were seen settling flat at 4.24%, while the 10s ended  GBP/USD 1.2516 -0.27
at 4.57% (+4bp). It was however a softer year for global sovereign bonds, as  usb/JpPY 157.20 0.23
yields generally jumped over the last one year — 10-year UST (+69bps), UK aup/usD 0.6188 -0.53
gilts (+104bps), German bunds (+34bps), Japan JGB (+47bps), Australia  ysp/cNH 7.3379 0.31
bonds (+41bps), Singapore SGS (+18bps), and Malaysia MGS (+9bps). China USD/MYR 4.4722 0.13
and Thailand were the few outliers with yields falling 90bps and 43bps USD/SGD 1.3657 0.42
respectively in 2024.
On the FX front, the DXY traded firmer by another 0.4% d/d on the last »

. . . . Commodities
trading day of 2024, to a 108.38 close, its highest level in over two years. The
. WTI (S/bbl) 71.87 1.04

greenback strengthened against all G10s, the most vs NZD (+0.8% d/d), and
AUD (+0.5% d/d). Against the EUR and GBP, it gained 0.5% and 0.3% on the i ()] 74.83 0.9
day. Asian currencies however traded a tad more mixed, with the IDR, CNy, ~ ©°'d (5/02) gECEU
PHP, KRW and THB managed to closed the day flat against the USD, while ~ Copper ($$/MT) drea e =y
the SGD fell the most, by 0.4% d/d against the greenback, followed by CNH ~ Aluminum($/MT) 2,552.50  0.10
(-0.3%), TWD (-0.2%) and MYR (-0.1%). CPO (RM/tonne) 5,000.50 0.36

From an annual perspective, the DXY strengthened 7.0% vy/y, advancing
against all G10s, the most vs the NZD (+11.5%), NOK (+10.7%), and JPY
(+10.3%). The EUR, GBP and AUD weakened 6.2%, 1.7%, and 9.2% vs the USD
in 2024. In the Asian FX space, the MYR outperformed with a 2.7% annual
gain against the USD, followed by HKD (+0.5%) and THB (+0.1%). The KRW
posted the biggest losses against the USD during the year (-12.5%), followed
by TWD (-6.4%). We expect the USD to remain firm in the immediate term

Source: Bloomberg, HLBB Global Markets Research
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before softening somewhat towards mid-2025, and hence no change to our
end-1Q25 and 2Q25’s USDMYR forecast of 4.40 and 4.30 respectively for
now.

On the commodity front, it was also a good year for commodity prices as
well, from food to energy, base and precious metals. Brent crude last settled
8.0% y/y higher at $74.83/ barrel on the last trading day of 2024 (end-2023:
$69.30/ barrel) while WTI ended 15.4% y/y higher at $71.87/ barrel (end-
2023: $62.29/ barrel). Gold was seen clocking in a 0.7% d/d and 19.7% y/y
gain to $2639/0z. CPO prices scaled RM5342/ tonne in November before
pulling back to RM5000/ tonne as the year concluded, marking a 34.6% y/y
jump from the RM3716/ tonne seen as at end-2023.

Little change to a sustained US housing market despite mixed US house prices;
Dallas Fed services index softened on less upbeat tone on the job markets

Two separate releases showed differing moves in house prices in the US.
FHFA house prices grew at a slower pace of 0.4% m/m in October (Sept:
+0.7% m/m), while S&P Corelogic CS 20-City house prices reported a
quicker than expected pick-up to +0.3% m/m (Sept: +0.2% m/m). There was
however little change in the underlying rangetrading trend seen in recent
months, pointing to a sustained US housing market. Recent data showed
building permits continued to expand albeit at a slower pace of 5.2% m/m
in November, while new home sales rebounded to increase 5.9% m/m in
November (Oct: -14.8% m/m), and pending home sales also defied
expectations for a slowdown and saw quicker gain of 2.2% m/m in
November (Oct: +1.8% m/m).

On the services front, Dallas Fed services index slipped a tad to 9.6 in
December (Nov: 9.8), but hovering around its highest since Mar-22. The
pullback was mainly due to weaker prints in the employment components,
but the comfort lies in more optimistic expectations on future (6-month)
employment prospects.

China composite PMI jumped in December; bigger than expected spike in non-
manufacturing more than offset slightly bigger pullback in manufacturing

China’s composite PMI jumped 1.4 index points to 52.2 in December (Nov:
50.8), marking its highest in nine months. This was mainly spurred by a much
bigger than expected improvement in the non-manufacturing index from
50.0 to 52.2 during the month (driven by higher new orders, input prices and
employment), which more than offset the slight weakening in the
manufacturing index from 50.3 to 50.1 (due to softer output and
employment). While this upside surprises is welcomed, we caution reading
too much into one single print especially when the sharp increase in the non-
manufacturing was due to some construction companies speeding up works
prior to the Lunar New Year shutdown.

Nonetheless, recent China data has demonstrated some resiliency, which we
believe would help soften the blow on the China economy, with the help of
ongoing stimulus measures. During a speech at a new year event on
Tuesday, President Xi said China’s 2024 GDP growth is set to hit its target of
around 5.0% (YTD: 4.9%), and that the China economy is overall stable and
that the government will continue to adopt more proactive macroeconomic
policies in 2025.
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Singapore advanced 4Q GDP moderated less than expected to 4.3% y/y amid
slower growth in manufacturing

e Advanced 4Q GDP report showed the Singapore economy grew at a more
moderate pace of 4.3% y/y in the final quarter of the year (3Q: +5.4% y/y),
better than consensus estimate for a pullback to 3.8% y/y. The pullback was
mainly due to slower expansion in manufacturing (+4.2% vs +11.1% vy/y),
which overshadowed the faster increases in construction (+5.9% vs +4.7%
y/y) and services (+4.3% vs +4.0% y/y). This brings full year 2024 growth to
4.0% (2023: +1.1% y/y), above the upgraded official growth forecast of
around 3.5% and consensus forecast of 3.7%.

e Moving into 2025, the Singapore economy is expected to grow at a milder
pace between 1.0-3.0% y/y, in line with expectations that economic growth
amongst its key trading partners like US and China will ease. Growth could
also face headwinds from policy uncertainties from the Trump
administration, escalation of geopolitical and trade conflicts which could
lead to higher oil prices and production costs as well as disruptions to the
global disinflation process, which could lead to higher for longer monetary
policy stance as well as the desynchronisation of monetary policies across
the majors.

House View and Forecasts

FX This Week 4Q-24 Act 1Q-25 2Q-25 3Q-25
DXY 107-109 108.48 105.51 103.40 102.37
EUR/USD 1.03-1.05 1.03 1.05 1.07 1.08
GBP/USD 1.25-1.27 1.25 1.28 1.31 1.32
usD/JPY 156-158 157 153 148 146
AUD/USD 0.61-0.63 0.62 0.66 0.67 0.68
USD/MYR 4.46-4.48 4.47 4.40 4.30 4.26
USD/SGD 1.36-1.37 1.37 1.33 1.31 1.29
Rates, % Current 4Q-24 Act 1Q-25 2Q-25 3Q-25
Fed 4.25-4.50 4.25-4.50 4.00.-4.25 3.75-4.00 3.75-4.00
ECB 3.00 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 4.35 435 435 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

2-Jan US MBA mortgage applications (Dec-20) -0.7%
US initial jobless claims (Dec-28) 219k
US PMI manufacturing (Dec F) 48.4
EU PMI manufacturing (Dec F) 45.2
UK Nationwide house prices YOY (Dec) 3.7%
CH Caixin PMI manufacturing (Dec) 51.5
HK retail sales YOY (Nov) -2.9%
SG PMI (Dec) 51.0
MY PMI (Dec) 49.2
AU PMI (Dec F) 48.2

3-Jan US ISM manufacturing (Dec) 48.4
UK net consumer credit (Nov) 1.1b
UK mortgage approval (Nov) 68.3k
SG retail sales YOY (Nov) 2.2%

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.




