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Global Markets Research

Daily Market Highlights
Key Takeaways

Malaysia v

» Wall Street ended higher overnight lifted by a rally in the tech sector on us >
improved sentiments even as the US is scheduled to impose a fresh round Japan >

of tariff on $34bn worth of Chinese imports on Friday. Better-than-expected Hong Kong ¥
ISM services index and FOMC minutes reaffirmed a strong US economy Australia 7

while concerns over trade tensions (in the minutes) did little to sway

the markets. European equity rallied, the euro was supported by strong
S . H H

German data and there were reports claiming that the US was possibly What'’s Comlng Up Next

backing away from imposing tariffs on European cars. Yields on US 10Y

treasuries fell slightly to 2.83%.

Major Data
» Malaysia Foreign Reserves

» US Change in Nonfarm Payrolls, Trade Balance, Unemployment
Rate, Average Hourly Earnings, Labour Force Participation Rate

» UK Halifax House Prices

» Japan Leading Index CI, Coincident Index

» The US ISM services index came in stronger at 59.1 in June reflecting
continued strengthening of the US services sector led mainly by faster
growth in production and new orders. The ADP jobs report missed
expectations with the private sector adding 177k jobs in June but figure
in May was revised upwards. Initial jobless claims rose to 231k last week Major Events
bringing the 4-week moving average of 225k. Hong Kong private sector > Nil
conditions deteriorated in June while Australia construction sector expanded
at a much slower pace. Malaysia exports growth pulled back more than

expected to 3.4% YOY in May while imports also registered slower growth Daily Supports — Resistances (spot prices)*
by 0.1% YOY narrowing the trade surplus to RM8.1bn, its lowest in five
months. S2 S1 Indicative R1 R2 Qutlook
EURUSD  1.1652 1.1680 1.1694 1.1700 1.1723 r
» USD fell against 7 G10s led by losses from risk aversion ahead of FOMC USDJPY 11026  110.37 110.56 110.67 110.97 Y
minutes as well as ahead of US trade tariff on China effective today noon. GBPUSD 13171  1.3207 13221 13234 1.3261 2
DXY bounced off intraday low post-jobs data but failed to overturn early
i i i AUDUSD  0.7368 0.7384 0.7395 0.7409 0.7424 ?
losses, closing 0.14% lower at 94.39. We stay slightly bearish on USD
EURGBP  0.8829 0.8839 0.8844 0.8850 0.8857 ?

amid risk aversion as markets await the imposition of US trade tariffs on
China and potential retaliatory response. Caution that softer US labour

market data tonight will trigger further losses. A minor bearish trend has USDMYR  4.0400 4.0420 4.0433 4.0460  4.0480 3

established a firmer footing, suggesting further losses going forward. We EURMYR 47228  4.7250 4.7285 4.7300 4.7350 2

continue to set sights on a drop to 94.04 going forward. JPYMYR  3.6506  3.6536 3.6554 36565 3.6616 N
» MYR inched 0.09% firmer to 4.0430 against a softer USD going into GBPMYR 53400  5.3430 5.3458 53473 5.3508 3

European session but fell against 7 G10s that were also rallying on a soft SGDMYR  2.9600  2.9620 2.9629 29644  2.9676 >

greenback. Stay slightly bullish on MYR against USD that is likely to be AUDMYR 29878 2.9886 2.9900 2.9941  2.9959 2

weighed down ahead of US data tonight. We maintain that USDMYR NZDMYR  2.7415  2.7461 2.7490 2.7513  2.7558 2

appears to be initiating a reversal, which will head lower once 4.0325 is

broken. This could trigger losses to circa 4.0146.

USDSGD  1.3620 1.3643 1.3647 1.3658 1.3670 p ]

> SGDinched 0.01% firmer to 1.3649 against USD but ended lower against EURSGD 15935  1.5958 1.5961 15977  1.5990 ?

6 G10s. Expect a slightly bullish SGD against a soft USD. We maintain GBPSGD 1.8013  1.8033 1.8044 1.8062  1.8083 2

that USDSGD has initiated a reversal lower. While below 1.3661, there is AUDSGD  1.0072 1.0084 1.0092 1.0103 1.0110 P ]

scope for USDSGD to slide to circa 1.3600 — 1.3620, below which 1.3579

will be targeted. * 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 1,690.65 il 013 [-5% 1 CRB Index 196.21 -0.64 1.21
Dow Jones Ind. 24,356.74 i 075 -1 [{7 WTI oil ($/bbl) 72.94 -1.62 20.72
S&P 500 2,736.61 i 086 2.36 Brent oil ($/bbl) 77.39 -1.09 15.73
FTSE 100 7,603.22 £ 0.40 -1fo Gold (S/oz) 1,257.91 0.23 8.10
Shanghai 2,733.88 [ K -0.91 [ N3 CPO (RM/tonne) 2,279.50 -0.35 -4.62
Hang Seng 28,182.09 B -021 (581 Copper ($/tonne) 6,345.00 -0.64 -12.45
STI 3,256.71 i 0.36 {480 Rubber (sen/kg) 417.50 -1.18 -9.73

Source: Bloomberg

1]




)§ HonglLeong Bank

» Macroeconomics

MA Trade Balance MYR

MA Exports YOY

US ADP Employment Change
US Initial Jobless Claims

US Markit Services PMI

US ISM Non-Manf. Composite
JP Household Spending YOY
JP Labour Cash Eamings YOY
HK Nikkei PMI

AU AiG Construction Index

Source: Bloomberg

For
May
May
Jun
30-Jun
JunF
Jun
May
May
Jun

Jun

Actual

8.1b

3.4%

177k

231k

56.5

59.1

-3.9%

2.1%

41.7

50.6

Last

13.0b
(revised)

14.0%

189k
(revised)

228k
(revised)

56.8
58.6

-1.3%

0.6%
(revised)

47.8

54.0

Survey
10.5b
6.4%
190k
225k
56.5
583
-1.5%

0.9%

FOMC June meeting minutes reaffirmed gradual rate hike,
highlighted trade policy risk: The Fed has recently raised fed funds
rate in June, the newly released meeting minutes revealed that the Fed
saw gradual rate hikes as being consistent with a healthy US economy
with strong labour market conditions and inflation nearing its 2 percent
symmetric target in the medium term. The minutes also mentioned that
many district contacts expressed concern about trade policy with
some indicating that plans for capital spending had been scaled back or
postponed as a result of uncertainty. Participants noted that uncertainty
and risks associated with trade policy has intensified and were
concerned that these could have adverse impact on business
sentiments and investment spending. That said, we continue to expect
the Fed to hike interest rate for two more times for the remainder of 2018
on strong economic footing underpinned by a solid growth in both
services and manufacturing sectors with a continuously tightening
labour market as well as strong domestic demand boosted by tax cuts.

US services sector strengthened further: The ISM services index
came in better than expected at 59.1 in June (May: 58.6) reflecting
continued growth in the services sector at a slightly faster pace. The
upturn was driven mainly by faster growth in production (June 63.9 vs
May 61.3) and new orders (63.2 vs 60.5). Outlook of trade improved as
well with new exports order went up by 3 ppts to (60.5 vs 57.5).
Meanwhile employment eased (53.6 vs 54.1) as firms continued to
report difficulties in filling up positions. Labour shortages coupled with
rising oil prices and uncertainties over tariff put pressure on cost. The
final reading of the private IHS Markit Services PMI remained at 56.5 in
June (May: 56.8), a tad softer than May.

US private sector added fewer jobs than expected: Ahead of the NFP
reports tonight, the ADP/ Moody’s Analytics Job report revealed that
American private sector added a less-than-expected 177k jobs in June
(May: 189k revised) compared to the surveyed 190k while May figure
was revised upward by 11k hence offering some comfort to the big miss
in estimates. Initial jobless claims meanwhile rose by 3k to 231k for the
week ended 30 June (previous: 228k revised) bringing the four-week
moving average to 225k.

Hong Kong private sector conditions deteriorated: The Nikkei Hong
Kong PMI fell to 47.7 in June (May: 47.8) weighed down by contractions
in both output and new orders, with Chinese demand softening for the
second consecutive month. Reduced sales allowed firms to work
through workloads leading to fall in backlogs and this in turn led to slower
hiring. Higher inflation meanwhile was caused by stretched supply
chains, global community shortages and higher prices for raw materials.
Business sentiments remained negative and maintained its downward
trend as firms were concerned over trade tension between the US and
China.

Australia construction sector expanded at a markedly slower pace:
The AIG Performance of Construction Index fell substantially to 50.6 in
June (May: 54.0) nearing the 50.0 threshold driven by lower housing
activity. Overall construction activity rose at a slower pace with
contraction observed in new orders contracted as well as employment,
in line with the gradual cool down of the Australian housing markets as
authority continued its effort to curb speculative activities.
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Japan household spending remained dismal despite higher wage
growth: Data released this morning shows that household spending
contracted for the fourth consecutive months by a substantial 3.9% YOY
in May (Apr: -1.3%). Meanwhile, labour cash earnings, a measure of
wage growth rose a whopping 2.1% YOY in the same month (Apr:
+0.6%), a level last seen in June 2003 driven by bonus payout. Regular
wage recorded higher gain as well at 1.5% YOY (Apr: +0.9%) as the
labour market tightened further — jobless rate has fallen to an all-time
low of 2.2% in the same month while jobs-to-applicant ratio went up. The
rise in wage growth in recent months has failed to prop up household
spending and instead it has been in a declining mode since February
reflecting weak consumer sentiments. We expect wage growth to
normalize after this and hence inflation likely to remain subdued while
spending could retrace its losses next month onwards, but overall BOJ
will retain its ultra-loose monetary policy for some time to come.

Malaysia exports pulled back more than expected in May: Exports
growth pulled back more than expected to 3.4% YOY in May,
normalizing from April’s hefty 14.0% YOY increase, which was lifted by
a low base effect back then. Most major manufacturing subsectors saw
deceleration in growth, and palm oil exports posted sharp decline,
offsetting commendable pick-up in energy exports following recent sharp
increase in global crude oil prices, which has risen 54% YOY in May. In
tandem, imports also registered much slower growth, by a meager 0.1%
YOY increase in May (Apr: +9.2% revised), dampened by broad-based
declines across all import categories. MOM, the decline in exports
quickened to 2.5% while imports rose 3.9%, narrowing the trade surplus
to RM8.1bn (Apr: RM13.0bn revised), its lowest in five months.
Continued demand from the US and neighbouring Asia is expected to
keep demand for Malaysian exports supported. There will however be
downside risks emanating from the broadening and deepening of trade
tariff issues between the US and its major trading partners that could
stifle growth in the US economy which would in return adversely impact
the world economy given interconnectivity in the global supply chain. We
are maintaining our full year GDP growth forecast at 5.0% for now,
pending greater policy clarity domestically as well as evolvement of the
US trade protectionism policy that would implicate the external front.

Economic Calendar

Date

06/07
06/07

09/07
06/07

06/07

09/07

08-18/07/18
09-13/07/18

Country

Malaysia
us

Eurozone
UK

Japan

China
Singapore

Source: Bloomberg

Events

Foreign Reserves

Change in Nonfarm Payrolls
Trade Balance

Unemployment Rate

Average Hourly Earnings YOY
Labor Force Participation Rate
Sentix Investor Confidence
Halifax House Prices MOM
Leading Index ClI

Coincident Index

Trade Balance BOP Basis
Eco Watchers Survey Current SA
Eco Watchers Survey Outlook SA

Foreign Direct Investment YOY CNY
GDP YOY

Ri‘;?::)‘:g Survey Prior Revised
29-Jun - $107.9b -
Jun 195k 223k --
May -$43.7b -$46.2b -
Jun 3.8% 3.8% -
Jun 2.8% 2.7% --
Jun 62.7% 62.7% -
Jul - 9.3 -
Jun 0.2% 1.5% -
May P 106.6 106.2 -
May P 116.1 1175 --
May -¥486.2b ¥573.8b -
Jun 47.9 47.1 --
Jun 50.0 49.2 -
Jun - 7.6% -
20A - 4.4% -
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FX Table

Name Last Price DoD % High Low YTD %
EURUSD 1.1691 I 0.29 1.172 1.1650
USDJPY 110.64 I 0.14 110.72  110.29
GBPUSD 1.3222 -0.06 13275  1.3204
AUDUSD 0.7387 ! 0.01 0.7408  0.7362
EURGBP 0.8840 I 0.33 0.8858  0.8806
USDMYR 4.0430 [1 -0.09 4.0480  4.0422
EURMYR 4.7253 0.36) 4.7383  4.7136
JPYMYR 3.6541 D' -0.17 3.6682  3.6522
GBPMYR 5.3524 ' 0.22 53609 53474
SGDMYR 2.9647 i 0.00 2.9667  2.9585
AUDMYR 2.9862 I -0.03 29892 2.9784
NZDMYR 2.7438 0.30 2.7441 27315

Source: Bloomberg

MYR vs Major Counterparts (% DOD)

EUR 0
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MYR SGD
Appreciated 002 CH
003 AU '\D/lgpﬁeciated
-0.08
-0.09 —
-0.17
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> Forex

MYR

MYR inched 0.09% firmer to 4.0430 against a softer USD going into European
session but fell against 7 G10s that were also rallying on a soft greenback.

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 accelerate lower once 4.0325 is broken. This could trigger losses to circa
4.0146.

UsbD

USD fell against 7 G10s led by losses from risk aversion ahead of FOMC minutes
as well as ahead of US trade tariff on China effective today noon. DXY bounced off
intraday low post-jobs data but failed to overturn early losses, closing 0.14% lower
at 94.39.

We stay slightly bearish on USD amid risk aversion as markets await the
imposition of US trade tariffs on China and potential retaliatory response. Caution
that softer US labour market data will trigger further losses. A minor bearish trend
has established a firmer footing, suggesting further losses going forward. We
continue to set sights on a drop to 94.04 going forward.

EUR

EUR climbed 0.29% to 1.1691 against USD and strengthened against 7 G10s,
lifted by a sharp rally in Asian afternoon likely due to improved buying interest amid
firmer expectations that the ECB will raise interest rates earlier than expressed.
EUR is slightly bullish in anticipation of risk aversion in USD; direction will be
strongly reliant on the greenback’s response to US data. Minor bullish trend
sustains and EURUSD is on track to test 1.1723 next. Beating this exposes a move
to 1.1855 going forward.

GBP

GBP slipped 0.06% lower to 1.3222 and fell against 8 G10s due to a sharp decline
in US morning amid reports that Germany views UK PM May’s Brexit customs plan
as “unworkable”.

Continue to expect a slightly bullish GBP against a soft USD but gains may be
limited given downside pressure from renewed concerns over the UK'’s Brexit
development. 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.

JPY

JPY weakened 0.14% to 110.64 against USD and fell against all G10s amid firmer
risk appetite in equities.

Stay bullish on JPY against USD in anticipation of risk aversion in the markets
ahead of US data and the wait for signs of 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 inched 0.01% higher to 0.7387 against USD after scaling back early gains
amid risk aversion ahead of FOMC minutes. AUD ended lower against 6 G10s.
AUD is slightly bullish against a soft USD but gains may be limited as markets
await signs of development in the on-going trade tensions. A minor bullish trend
prevails in AUDUSD. There is room for further gains to circa 0.7424, above which
0.7451 will be targeted.

SGD

SGD inched 0.01% firmer to 1.3649 against USD but ended lower against 6
G10s.

Expect a slightly bullish SGD against a soft USD. 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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