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Global Markets Research

Daily Market Highlights
Key Takeaways

us ™

» There was generally little action in global markets overnight with the US markets EU N

closed for Independence Day. European stocks were mixed while euro pared China N

losses following news that some ECB policy makers were uneasy over Japan )

expectations that interest rates will not increase until December 2019. All Singapore v

eyes are on the US and China as Washington’s planned tariff on Chinese .

goods is due on 6t July. Earlier on, China Finance Ministry has issued a Australia *

clarification that it will not fire the first shot in trade war after a report claiming that

the Chinese government had planned to levy tariff ahead of the US. What’s Coming Up Next

» Focus was mainly on June services PMI which reported upticks in the EU, Major Data

Japan, and China. The final reading of Eurozone Markit Services PMI was .
) R ) ) » Malaysia Trade Balance, Exports

revised upwards to 55.2 indicating faster growth in the services sector. Japan . .
services sector posted mild growth as the Nikkei Japan Services PMI inched up > US ADP Employment Change, Initial Jobless Claims, ISM &
to 51.4. China services sector expanded at quicker pace as the Caixin PMI rose Markit Services PMI
to a four-month high of 53.9, in line with official reading. Singapore private sector » Hong Kong Nikkei PMI
conditions recorded further improvement even as the latest Nikkei Singapore PMI
brought the 2Q average to 56.1, the best quarterly performance in history. US
mortgage applications fell for the second consecutive week albeit at a
slower pace of 0.5% while average interest rate for a 30Y mortgage loan fell to
4.79%. Australia trade surplus widened on higher exports while retail sales
growth came in softer at 0.4% MOM.

Major Events
» FOMC Meeting Minutes

Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
» USD ended mixed against the G10s though with bigger gains while the DXY EURUSD  1.1600 11623 1.1657 1.1684 1.1700 2
ended 0.06% lower at 94.53 after tumbling in US afternoon on the back of soft
buying interest following closure of US market. We stay slightly bearish on USD USDJPY 110.26 110.32 110.58 110.66 110.76 3
amid risk aversion as markets await US data and signs of development in on-going GBPUSD 1.3171 1.3196 1.3225 1.3243 1.3261 r
trade spat; caution that weakness in US data and/or a less hawkish FOMC AUDUSD 07348 0.7375 0.7382 0.7397  0.7409 2
minutes will trigger sharp losses. Technically, DXY is at a crossroad; a close above EURGBP  0.8799 0.8805 0.8815 08820  0.8835 N

94.47 today, and subsequently above 94.87 tomorrow, will be the onset of a minor
bullish trend. Otherwise, we continue to set sights on a drop to 94.04 going

forward. USDMYR  4.0417 4.0450 4.0462 4.0490 4.0520 N
X . X . i EURMYR  4.7100 4.7143 4.7161 4.7228 47291 ?
» MYR inched 0.08% firmer to 4.0465 against USD and ended mixed against the
G10s, supported by firmer regional sentiment. Stay slightly bullish on MYR JPYMYR 3.6550 3.6565 3.6593 3.6609  3.6638 2
against USD that is likely to be weighed down ahead of US data tonight. We GBPMYR  5.3477 5.3500 5.3510 5.3524  5.3566 7
maintain that USDMYR appears to be initiating a reversal, which will head lower SGDMYR  2.9600 2.9613 2.9622 20637 2.9645 2
once 4.0325 is broken. This could trigger losses to circa 4.0146. AUDMYR  2.9803 29840 20855 20873 2.9904 2
> SGD eased 0.02% to 1.3651 against USD and slipped against 7 G10s following NZDMYR  2.7310  2.7323 2.7347 2.7364  2.7394 2
subdued sentiment in the markets. Keep a bullish view on SGD against USD on
technical reasons. We maintain that USDSGD has initiated a reversal lower. While USDSGD  1.3631 1.3643 1.3659 1.3671 1.3685 N
below 1.3661, there is scope for USDSGD to slide to circa 1.3600 — 1.3620, below
which 1.3579 will be targeted. EURSGD  1.5900 1.5908 1.5920 15935  1.5958 2
GBPSGD  1.8033 1.8053 1.8062 1.8083 1.8102 ?
AUDSGD 1.0062 1.0070 1.0078 1.0084 1.0100 ?

* at time of writing
2 = above 0.1% gain; N = above 0.1% loss; = = less than 0.1% gain / loss

Last Price DoD % YTD % Name Last Price DoD % YTD %
KLCI 1,688.45 dma [-6.05 CRB Index 197.48 {-0.01 i 1.86
Dow Jones Ind.* 24,174.82 0.54 ' WTI oil ($/bbl)* 74.14 {027 12071
S&P 500* 2,713.22 [ o0.49 Brentoil ($/bbl) 78.24 | 062 £17.00
FTSE 100 7,573.09 [o.27 Gold (S/oz) 1,254.99 { 0.18 178.10
Shanghai 2,750.13 [ E1.00 [0 E CPO (RM/tonne) 2,285.00 f-140 B 430
Hang Seng 28,241.67 :Hmoe ' Copper ($/tonne) 6,386.00 f-162 [M-11.88
STI 3,244.89 0.28 Rubber (sen/kg) 427.50 i 071 @ -757

*Last price on 3 July as the US markets were closed on 4 July.
Source: Bloomberg
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» Macroeconomics

For

US MBA Mortgage Applications 29-Jun

EU Markit Services PMI JunF
JP Nikkei PMI Services Jun
CN Caixin PMI Services Jun
SG Nikkei PMI Jun
AU Trade Balance May
AU Retail Sales MOM May

Source: Bloomberg

Actual
-0.5%

55.2
514
53.9
56.0
A$827m

0.4%

Last
-4.9%

53.8
51.0
52.9

56.8

A$472m
(revised)

0.5%
(revised)

Survey

A$1,200
m

0.3%

US mortgage applications dropped for second week: The MBA
mortgage applications extended its second consecutive week of decline
albeit at a slower pace of 0.5% for the week ended 29 June (previous: -
4.9%). Cost of financing dropped generally with the average interest
rates for a 30-year loan at 4.79% (previous: 4.84%). The rate sensitive
refinancing segment dropped 2.0% (previous: -3.5%) while the new
purchases segment rebounded to increase 0.5% (previous: -5.9%).

EU services sector growth rate at four-month high: The final reading
of IHS Markit Eurozone PMI Services Business Activity Index was
revised up from an initial reading of 55.0 to 55.2 in June (May: 53.8)
driven by output growth in the main three services economies i.e.
Germany, Italy and France. New business rose at the fastest pace in
four months with expansion observed in all countries except for Spain
suggesting that the Eurozone is regaining growth momentum in the
second quarter.

Japan services sector posted mild growth: The Nikkei Japan
Services PMI inched up to 51.4 in June (May: 51.0) as output increased
at a faster pace while upturn in activity was supported by stronger
growth in new business. Employment growth remained weak while there
was evidence of profit margin erosion as the rise of input cost outpaced
output prices.

China services sector expanded at quicker pace: The Caixin China
General Services Business Activity Index went up to 53.9 in June (May:
52.9), a four-month high on the back of higher new business and
employment. However business expectations fell as input cost rose
more than prices charged. The positive number was in line with the
official PMI reading released by the National Bureau of Statistic on
Saturday.

Australia trade surplus widened, retail sales softened: Trade
surplus increased to A$827m in May (Apr: A$472m revised) while figure
for the previous month was revised lower driven by higher exports
growth of 4.0% MOM (Apr: -1.8%). Meanwhile growth in retail sales
came in softer at 0.4% MOM in May (Apr: +0.5%) compared to the
previous month but managed to beat expectations of 0.3% driven by
stronger spending in clothing (due to cooler weather in May) as well as
food and household goods.

Singapore private sector conditions recorded further
improvement: The Nikkei Singapore Purchasing Managers’ Index fell
to 56.0 in June (May: 56.8) but still indicative of a sharp improvement in
the health of the sector as the latest reading brought the 2Q average to
56.1, the best quarterly performance in history. Growth was supported
by sustained expansions in both output and new orders as well as
employment. Input costs increased due to strong wage growth as overall
purchase costs fell.
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Economic Calendar

Date Country Events Repo.rting Survey Prior Revised
Period
05/07 Malaysia Trade Balance MYR May 10.50b 13.07b --
Exports YOY May 6.4% 14.0% --
06/07 Foreign Reserves 29-Jun - $107.9b -
05/07 us ADP Employment Change Jun 190k 178k -
Initial Jobless Claims 30-Jun 225k 227k -
Markit US Services PMI Jun F 56.5 56.8 -
ISM Non-Manf. Composite Jun 58.3 58.6 -
06/07 FOMC Meeting Minutes 13-Jun - - -
Change in Nonfarm Payrolls Jun 195k 223k -
Trade Balance May -$43.7b -$46.2b -
Unemployment Rate Jun 3.8% 3.8% --
Average Hourly Earnings YOY Jun 2.8% 2.7% --
Labor Force Participation Rate Jun 62.7% 62.7% --
06/07 UK Halifax House Prices MOM Jun 0.2% 1.5% -
06/07 Japan Household Spending YOY May -1.5% -1.3% --
Labour Cash Earnings YOY May 0.9% 0.8% 0.6%
Leading Index CI May P 106.6 106.2 -
Coincident Index May P 116.1 117.5 --
05/07 Hong Kong Nikkei Hong Kong PMI Jun -- 47.8 --
06/07 Australia AIG Perf of Construction Index Jun - 54.0 -

Source: Bloomberg
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FX Table
Name
EURUSD
USDJIPY
GBPUSD
AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR
GBPMYR
SGDMYR
AUDMYR
NZDMYR
Source: Bloomberg

Last Price

1.1657
110.49
1.3230
0.7386
0.8811

4.0465
4.7084
3.6602
5.3405
2.9648
2.9871
2.7355

DoD %

J
j

-0.01
-0.09
0.28
0.00
-0.26

-0.08
-0.23
0.32
0.03
0.06
-0.18
0.36

High Low YTD %
1.1682  1.1631 .9
110.61  110.28 .9

1.325 1.3171 1
0.7425 0.7375 5
0.8841  0.8800 7
4.0493  4.0420 .0
47262  4.7042 7
3.6693  3.6581 .8
53511  5.3268 .0
29732  2.9644 1
3.0029  2.9852 .6
2.7438  2.7323 .0

MYR vs Major Counterparts (% DOD)

MYR

Appreciated

0.03

MYR
Depreciated

.

0.20

0.40

»Forex

MYR

MYR inched 0.08% firmer to 4.0465 against USD and ended mixed against the
G10s, supported by firmer regional sentiment.

Stay slightly bullish on MYR against USD that is likely to be weighed down ahead
of US data tonight. We maintain that USDMYR appears to be initiating a reversal,
which will head lower once 4.0325 is broken. This could trigger losses to circa
4.0146.

UsD

USD ended mixed against the G10s though with bigger gains while the DXY
ended 0.06% lower at 94.53 after tumbling in US afternoon on the back of soft
buying interest following closure of US market.

We stay slightly bearish on USD amid risk aversion as markets await US data
and signs of development in on-going trade spat; caution that weakness in US data
and/ or less hawkish FOMC minutes will trigger sharp losses. Technically, DXY is
at a crossroad; a close above 94.47 today, and subsequently above 94.87
tomorrow, will be the onset of a minor bullish trend. Otherwise, we continue to set
sights on a drop to 94.04 going forward.

EUR

EUR jumped in US afternoon to reduce its early losses to just 0.01% at 1.1657
against USD while easing against 7 G10s that climbed on a soft greenback.

EUR is slightly bullish in anticipation of risk aversion in USD; direction will be
strongly reliant on the greenback’s response to US data and FOMC minutes.
EURUSD needs to beat 1.1684 today to retain its minor bullish trend and continue
to challenge 1.1723. Otherwise, a drop to 1.1583 is expected.

GBP

GBP advanced 0.28% to 1.3230 against USD and strengthened against 8 G10s,
lifted by better than expected UK data.

Continue to expect a slightly bullish GBP against USD, supported by the recent
upsides in UK data and by refuge demand amid subdued sentiment in Europe.
Minor bullish trend is likely to push GBPUSD higher to circa 1.3261. Beating this
exposes a move to 1.3300 — 1.3330 in the next leg higher. Closing below 1.3207
today nullifies the minor bullish trend.

JPY

JPY climbed 0.09% to 110.49 against a soft USD and advanced against 5 G10s
as risk sentiment remained relatively subdued in European markets.

Stay bullish on JPY against USD in anticipation of risk aversion in the markets
ahead of US data and FOMC minutes as well as development in the on-going trade
tensions. We maintain that the recent rejection is likely to take USDJPY lower to
circa 110.15. Caution that losing 110.15 exposes a move to 109.79 next.

AUD

AUD closed unchanged against USD at 0.7386 while sliding against 5 G10s,
weighed down by subdued sentiment in the markets.

Expect a firmer AUD against USD amid China’s pledge to stabilize its currency,
which could instill calm in the markets. AUDUSD must close above 0.7405 today to
sustain a minor bullish trend. Doing so allows further advances to circa 0.7446 —
0.7451, otherwise, expect a decline to below 0.7340 going forward.

SGD

SGD eased 0.02% to 1.3651 against USD and slipped against 7 G10s following
subdued sentiment in the markets.

Keep abullish view on SGD against USD on technical reasons. We maintain that
USDSGD has initiated a reversal lower. While below 1.3661, there is scope for
USDSGD to slide to circa 1.3600 — 1.3620, below which 1.3579 will be targeted.
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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. HLBB may, to the extent permitted by law, buy, sell or hold significantly
long or short positions; act as investment and/or commercial bankers; be represented on the board of the issuers; and/or engage in ‘market
making’ of securities mentioned herein. 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
favorable 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.
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