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Daily Market Highlights
Key Takeaways

Malaysia v

> US equity staged a come-back overnight ahead of Q2 earnings and on us »
seemingly easing trade tensions as China did not strike back with any Eurozone N
immediate retaliatory measures following the Trump Administration’s fresh Singapore [\
round of tariff threats on Wednesday. Treasury Secretary Steven Mnuchin China \7
had earlier testified before Congress that they were focusing on New Zealand \
renegotiating old trade deals with Canada and Mexico and ensuring that
China followed trade rules. In fact both countries signaled that they are open
for talk. What’s Coming Up Next

» Despite a disappointment in monthly CPI growth, US annual CPI rose Major Data
2.9% YOY, a six-year high, while core CPI came in at 2.3% YOY signaling > US U. of Mich. Consumer Sentiment Index
that underlying inflation has firmed up. Initial jobless claims fell to 214k »  Japan Industrial Production
last week signaling a continuously robust jobs market and both data »  China Trade Balance, Exports
reaffirmed view of two more rate hikes by the Fed in rest of 2018. Eurozone
industrial production growth hit a five-month high at 1.3% MOM while a )
yearly basis output grew 2.4% YQY, a sign of rebound in 2Q GDP growth in I\Qajor !IEvents
the Euro area. Singapore retail sales posted slower gain at 0.1% YOY N
despite pre-Eid celebration spending, dragged down by decline in motor
vehicle sales while its advance 2QGDP growth slowed to 3.8% YOY. New Daily Supports — Resistances (spot prices)*
Zealand manufacturing sector expanded at a slower pace as PMI dropped
to 52.8. Malaysia industrial production growth tapered off for the first S2 S1 Indicative R1 R2 Outlook
time in three months to 3.0% YOY due to broad based moderation. EURUSD 1.1635  1.1652 1.1665 1.1680  1.1706 3

USDJPY  112.05  112.30 112.69 112.85  113.00 N

» USDremained higher against 6 G10s while the DXY recovered from a sell- GBPUSD  1.3121 1.3156 1.3182 13200 1.3210 N
off aheadlof us CI.DI data to c.lose. 0.11% higher at 94.82. Stay buII|sh on AUDUSD 07362  0.7397 0.7413 07432  0.7451 3
USD as risk appetite ebbs going into the week’s close on top of President
Trump’s visit to the UK. Holding above 94.66 still exposes DXY to 95.01 next, EURGBP 08840  0.8850 0.8852 0.8857  0.8862 2
but we caution that this level is near recent rejection points and therefore,
poses rejection risks that could push DXY back to 94.04. USDMYR  4.0325 4.0355 4.0378 4.0400  4.0439 >

EURMYR 4.7024  4.7063 4.7085 47129  4.7165 ]

» MYR slipped 0.1% to 4.0410 against USD but not before retracing early

. . JPYMYR 3.5775 3.5800 3.5813 3.5833 3.5893 N
losses from a weaker opening. MYR advanced against all G10s that were on
a retreat against a firm USD. We are neutral on MYR against USD, GBPMYR 53115  5.3151 53182 53206 53266 N
expecting early gains to narrow on receding buying interest approaching the SGDMYR  2.9586  2.9599 2.9609 2.9633  2.9689 3
week’s close. USDMYR remains in a minor bullish trend, suggesting an AUDMYR 29869  2.9894 2.9935 2.9949  2.9969 2
inclination towards gains. But we caution that risk of rejection will increase NZDMYR  2.7315 2.7337 2.7343 27357 2.7394 N
approaching 4.0500 — 4.0515, which could trigger a drop to 4.0325.

» SGD was also supported amid improved risk appetite, beating 7 G10s and USDSGD  1.3600  1.3617 1.3633 13643 1.3661 3
advancing 0.07% to 1.3632 against USD. We turn slightly bullish on EURSGD  1.5865  1.5875 1.5900 15910  1.5927 N
SGD against USD on technical reasons. USDSGD’s failure to beat 1.3643 GBPSGD  1.7930  1.7947 1.7961 1.7987  1.8002 A
is likely to induce some weakness into the technical landscape. Another AUDSGD 1.0089  1.0100 1.0105 1.0111  1.0122 N

failure at 1.3643 will expose USDSGD to a drop to 1.3579 soon.
* 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 1,703 57 0.88 [%.10 CRB Index 194.00 i 0.61 I 007
Dow Jones Ind. 24,924.89 0.91 dl83 WT ol ($/bbl) 70.33 t-0.07 £16.40
S&P 500 2,798.29 0.87 466 Brentoil ($/bbl) 74.45 ] 143 1134
FTSE 100 7,651.33 0.78 a7 Gold (S/oz) 1,247.39 P 0.44 8140
Shanghai 2,837.66 2.16/ [ 20 CPO (RM/tonne) 2,204.00 E-1.72 7.78
Hang Seng 28,480.83 0.60 E‘.81 Copper ($/tonne) 6,228.00 1.35 -14.06
STI 3,253.01 0.12 [ 41 Rubber (sen/kg) 400.00 E-1.36 -13.51

Source: Bloomberg
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MA Industrial Production YOY
US Initial Jobless Claims

US CPIMOM

US CPI'YOY

EU Industrial Production MOM

CN Foreign Direct Investment
YOY

SG GDP YOY
SG Retail Sales YOY

BusinessNZ Manufacturing PMI

Source: Bloomberg
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Macroeconomics

US inflation, jobs market firmed up: The seasonally adjusted
monthly CPI growth came in lower than expected at 0.1% MOM in
June (May: +0.2%) as prices of energy fell. Core inflation which
stripped out food and energy rose 0.2% MOM (May: +0.2%). On a
yearly basis, CPI rose at its fastest pace in six years, by 1.9% YOY
(May: +1.8%) driven by higher gain in energy prices (June +12.0% vs
May +11.7%), food & beverages (+1.5% vs +1.2%), transportation
(+6.7% vs +5.9%) and medical care (+2.5% vs +2.4%). Services and
housing inflation slowed to increase 2.8% YOY (May: +2.9%) and
2.8% YOY (May: +3.0%) respectively. The annual core CPI came in
higher as well increasing 2.3% YOY (May: +2.3%) suggesting that
underlying inflation has firmed up. Despite many reports on elevated
input cost which corresponded with yesterday’s higher producer prices
growth, the pass-through of cost from firms to consumers appeared to
be limited as evident in the easing of services inflation (Services made
up majority of the US economy). Meanwhile initial jobless claims fell to
214k for the week ended 7 July (previous: 232k revised) signaling a
continuously robust labour market. Overall the economy is seen
operating near a fully employed labour market with a healthy level of
inflation and this reaffirmed our view of two more rate hikes by the
Federal Reserve for the remainder of 2018. As of writing, investors are
pricing in a 72.4% chance of a rate hike in late September.

Eurozone industrial production growth at 5-month high: The
seasonally adjusted industrial production rebounded to increase 1.3%
MOM in May (Apr: -0.8%) led by output rebound in Germany (May
+2.5% vs -1.8%), Spain (+1.0% vs -1.8%) and Italy (+0.7% vs -1.3%).
Productions in France continued to fall albeit at a slower pace (-0.2%
vs -0.5%). Aside from capital goods which recorded slower growth, all
the other areas saw a rebound — energy production (+0.5% vs -5.2%),
intermediate goods (+1.6% vs -0.7%), durable goods (+2.1% vs -
2.1%) and non-durable goods (+2.1% vs -1.1%). On a yearly basis,
growth came in at 2.4% YQOY (Apr: +1.7%). The upturn in industrial
output signaled an acceleration in GDP growth in 2Q18 after growth
came in somewhat softer in the first quarter.

China foreign direct investment slowed: FDI increased 0.3% YOY
in June (May: +7.6%).

Singapore retail sales posted slower gain: Retail sales rose 0.1%
YOQOY in May (Apr: +0.6% revised) despite pre-Eid celebration spending
as faster gains in sales of department stores (May +2.7% vs Apr -
1.7%) wearing apparel & footwear (+6.8% vs -2.2%), petrol services
stations (+8.8% vs +8.5%) and furniture & household equipment
(+9.1% vs +5.3%) were offset by a substantial decline in sales of motor
vehicles (-8.4% vs -0.8%). Retail sales which stripped out motor
vehicles rose at a faster pace by 2.2% YQOY (Apr: +0.9%). In a fresh
release this morning, the advance reading for 2Q18 GDP growth came
in below expectations at 3.8% YOY (1Q: +4.3%) as growth in
manufacturing sector eased to increase 8.6% YOY (1Q: +9.7%) while
that of the construction sector extended its decline albeit slowly at
4.4% (1Q: -5.2%). The services sector posted easier gain as well rising
3.4% YOY (1Q: +4.0%) after a faster growth in the previous quarter.

New Zealand manufacturing sector seen expanding at slower
pace: The BusinessNZ Manufacturing PMI fell to 52.8 in June (May:
54.4) as employment contracted while production rose at slower rate.
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e Malaysiaindustrial production saw broad-based moderation:
Industrial production growth tapered off for the first time in three
months, to 3.0% YOY in May (Apr: +4.6% YQY), as a result of
broad-based deterioration in all the three main categories. IPI
growth for the manufacturing sector softened to 4.1% YOY (Apr:
+5.3%) while electricity IPI reported a slower growth of 2.6% YOY
(Apr: +5.8%). Mining output took a turn and contracted 0.5% YOY
in May (Apr: +1.8%) as the 4.8% YOY decline in the natural gas
index offset the 4.7% YOY increase in crude oil. On a MOM
seasonally adjusted basis, IPI rose 0.2% in May (Apr: +1.5%),
marking its first back-to-back gain since November last year. The
moderation in May’s IPI growth remains supportive of our view for
more moderate economic expansion in 2Q, more so as we
anticipate easier production growth ahead as businesses adopt a
wait-and-see approach whilst some are being adversely affected
by policy and project reviews. Escalating trade spat could also
potentially exert downward pressure on global demand, hence
exports and production of Malaysian products. We are maintaining
our full year GDP growth forecast at 5.0% for now, pending greater
policy clarity domestically and development on trade tariff issues
on the global front.

Economic Calendar

Date Country Events Repo.rting Survey Prior Revised
Period

13/07 us U. of Mich. Sentiment Jul P 98.0 98.2 -
16/07 Retail Sales Advance MOM Jun 0.6% 0.8% -
Empire Manufacturing Jul 20.0 25 -
16/07 Eurozone Trade Balance SA May - 18.1b -
16/07 UK Rightmove House Prices YOY Jul - 1.70% -
13/07 Japan Industrial Production YOY May F - 2.6% -
13/07 China Trade Balance Jun $27.72b $24.92b -
Exports YOY Jun 9.5% 12.6% --
16/07 GDP YOY 2Q 6.7% 6.8% -
Retail Sales YOY Jun 8.9% 8.5% -
Industrial Production YOY Jun 6.5% 6.8% -
Fixed Assets Ex Rural YTD YOY Jun 6.0% 6.1% -
16/07 Z(:ﬁ::] d Performance Services Index Jun - 57.3 -
11- 14/07 REINZ House Sales YOY Jun - 1.3% -

Source: Bloomberg
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FX Table

Name Last Price DoD % High Low YTD %
EURUSD 1.1672 -p.02  1.1696 1.1650 HIII
USDJPY 112.55 48 112.63 111.92 0.0
GBPUSD 1.3206 .01 1.3245 1.3181 @ﬂl
AUDUSD 0.7408 .57/ 0.742  0.7361 I:mﬂ_
EURGBP 0.8837 -I.).04 0.8850  0.8821 -O.Zi
USDMYR 4.0410 i.lo 4.0465  4.0375 -O.ll
EURMYR 4.7189 12 47255  4.7125 Hﬂl
JPYMYR 3.5965 HI‘)BS 3.6105  3.5933 0.0
GBPMYR 5.3387 12 53441  5.3304 @]II
SGDMYR 2.9662 .09 29686  2.9592 ‘
AUDMYR 2.9820 .06 29868  2.9730 I;—m]ﬂ_
NZDMYR 2.7336 H‘J.% 27366  2.7260 Ijm

Source: Bloomberg
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»Forex

MYR

MYR slipped 0.1% to 4.0410 against USD but not before retracing early losses
from a weaker opening. MYR advanced against all G10s that were on a retreat
against a firm USD.

We are neutral on MYR against USD, expecting early gains to narrow on receding
buying interest approaching the week’s close. USDMYR remains in a minor bullish
trend, suggesting an inclination towards gains. But we caution that risk of rejection
will increase approaching 4.0500 — 4.0515, which could trigger a drop to 4.0325.

UsD

USD remained higher against 6 G10s while the DXY recovered from a sell-off
ahead of US CPI data to close 0.11% higher at 94.82.

Stay bullish on USD as risk appetite ebbs going into the week’s close on top of
President Trump’s visit to the UK. Holding above 94.66 still exposes DXY to 95.01
next, but we caution that this level is near recent rejection points and therefore,
poses rejection risks that could push DXY back to 94.04.

EUR

EUR slipped 0.02% to 1.1672 against USD after narrowing sharp early losses in
US morning. EUR managed to advance against 5 G10s.

EUR remains bearish against a firm USD, further weighed down by risk aversion
in the markets amid Trump’s visit to the UK. Minor bearish trend still prevails in
EURUSD. We still set sights on 1.1652, below which 1.1595 will be exposed.

GBP

GBP inched 0.01% higher to 1.3206 against USD and advanced against 6 G10s.
recovering from a slump following US President Trump’s remarks that he prefers a
hard Brexit.

Expect a bearish GBP against a firm USD, with receding buying interest ahead
of Trump’s visit to the UK over the weekend. GBPUSD is still inclined to further
losses while below1.3215. Caution that losing 1.3190 in early trade has exposed a
drop to 1.3159 next, below which 1.3104 will be tested.

JPY

JPY weakened 0.48% to 112.55 against USD and retreated against 7 G10s as
demand for refuge eased amid rebound in equities and commaodities.

Stay bullish on JPY against USD as we continue to anticipate support from refuge
demand ahead of China’s trade data and Trump’s visit to the UK. We opine that
USDJPY is highly stretched and will likely be attempting a retracement from recent
rally soon. A drop below 112.05 may be in the works.

AUD

AUD was lifted by rebound in equities and commodities to beat all G10s and
jumped 0.57% to 0.7408 against USD.

Keep a bearish view on AUD against USD, in line with our view of receding risk
appetite going into the week’s close and bearish potential in China’s trade data.
AUDUSD remains technically bearish despite overnight close above 0.7397. Minor
bearish bias, unless nullified, dictates a potential close below 0.7366 going forward.

SGD

SGD was also supported amid improved risk appetite, beating 7 G10s and
advancing 0.07% to 1.3632 against USD.

We turn slightly bullish on SGD against USD on technical reasons. USDSGD’s
failure to beat 1.3643 is likely to induce some weakness into the technical
landscape. Another failure at 1.3643 will expose USDSGD to a drop to 1.3579 soon.
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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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