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Global Markets Research

Daily Market Highlights
Key Takeaways

Malaysia T~

» Wall Street stocks ended on a mixed note overnight as investors returned to us >
the markets after a sell-off in the previous days. The NASDAQ rose 0.72% to UK N
close at an all-time high of 7,781.5 led by a rally in tech shares while the S&P 500 Japan \
snapped a three-day losing streak. The Dow meanwhile declined for the 7th Australia \”
consecutive day to end 0.17% lower. 10Y US treasuries yield climbed 4bps to New Zealand v

2.94% while WTI edged higher to $66.22/ barrel following an EIA report which

revealed a higher than expected drop in oil inventories. Elsewhere, PM Theresa What’s Coming Up Next
May won a key Brexit vote leading the pound to strengthen briefly but came off
after that as markets set eyes on today’s BOE meeting. BSP raised rates by Major Data

another 25bps for a 2"d straight meeting while BOT stood pat. » Malaysia Foreign Reserves

»  US Initial Jobless Claims, Philadelphia Fed Business Outlook,
FHFA House Price Index, Leading Index
»  Eurozone Consumer Confidence

» Economic data in the US were limited to the housing market — US existing home
sales dropped for the second consecutive month albeit at a slower pace as
sales continued to be dampened by low supply, higher pricing and interest rates.
The MBA mortgage applications rebounded last week driven by new purchases » UK Public Finance (PSNCR)
as well as refinancing. Elsewhere, UK manufacturing order book recovered »  Japan Machine Tool Orders
while sales in Japan convenience stores fell. New Zealand GDP growth
softened to increase 0.5% QOQ in 1Q18. Drop in Australia Westpac Leading
Index pointed to a slower 2Q18. At home, inflation saw continuous pick-up as

the CPlincreased 1.8% YOY in May lifted by higher transport costs. Daily Supports — Resistances (spot prices)*

» The climb in DXY remained steady through Asian to European and US sessions, S2 S1 Indicative R1 R2 Outlook
closing 0.12% higher at 95.12. Fed Chair Powell’s reiteration on the need for

Major Events
» BOE Rate Decision

EURUSD  1.1504 1.1568 1.1578 1.1607 1.1626 3

gradual rate hike has had little impact on USD movement but China’s hint on
. ) USDJPY 109.71 110.15 110.35 110.54  110.76 N

tolerance for a stronger CNY did help soften concerns over the ongoing trade
disputes. The USD advanced against 8 G10s. DXY is expected to stay firm GBPUSD  1.3078  1.3130 1.3172 13201  1.3248 N
today but potential correction from recent rally and softening risk aversion could AUDUSD 0.7327 0.7347 0.7368 0.7382  0.7411 ]
limit its advances. Upside momentum in DXY is still prevalent and the Dollar Index EURGBP  0.8760 0.8777 0.8788 0.8800 0.8818 2

remains on track to head towards 95.15 next.

» MYR weakened for the 3" straight day, losing 0.08% to 4.0055 against the USD USDMYR  4.0001  4.0040 4.0090 4.0117  4.0155 ?
at close. This marked a pullback in the USDMYR from an intraday high of 4.0130. EURMYR  4.6250 4.6347 4.6377 4.6347  4.6462 7
MYR advanced against 7 G10s but underperformed all regional peers save for the JPYMYR 3.6159 3.6230 3.6295 36344  3.6408 2
SGD. We remain bearish on MYR on the back of a firmer USD and continued GBPMYR  5.2505 5 2577 52776 52795 52873 »
paring of demand for riskier EM currencies but would like to caution that the ’ ' ’ ’ '
greenback could be in for a correction after recent rally. USDMYR is poised to SGDMYR  2.9433 2.9460 2.9478 2.9524  2.9574 ”
move higher after breaking above the psychological 4.00 handle. We maintain that AUDMYR  2.9422 2.9487 2.9506 2.9586  2.9643 N
the pair will likely head towards 4.0155 in its next move higher. NZDMYR  2.7381 27434 2.7469 27506  2.7549 \

» SGD fell against 5 G10s and weakened 0.13% to 1.3587 against the USD amid
lingering risk aversion in the markets. Expect SGD to stay bearish against a still USDSGD  1.3570 1.3582 1.3590 1.3605 1.3619 ”
firm USD and subdued demand for EM currencies although we caution of a EURSGD 1.5694 1.5711 15731 1.5749 1.5773 7
potential correction in the USD after recent rally. Upside momentum in USDSGD GBPSGD 1.7872 1.7891 1.7899 1.7920 1.7936 2
continued to accelerate. Yesterday’s break of 1.3578 is expected to pave the way

AUDSGD  0.9965 0.9989 1.0010 1.0023  1.0030 >
for 1.3605.
* 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 %

| i
KLCI 1,709.75 -0.33 [ 85 CRB Index 194.98 | 060 {058
Dow Jones Ind. 24,657.80 -0.17 -(f.25 WTI oil ($/bbl) 66.22 E 1.77 i 9.60

i i
S&P 500 2,767.32 0.17 350 Brent oil ($/bbl) 74.74 -0.45 i 11.44
FTSE 100 7,627.40 0.31 B70 Gold (S/oz) 1,267.86 -0.53 i 8.10
Shanghai 2,915.73 0.27 [ 84 CPO (RM/tonne) 223100 [H-320 [E -6.65
Hang Seng 29,696.17 0.77 -&.75 Copper ($/tonne) 6,773.00 [E -0.98 -6.54
STI 3,315.90 0.44 [ 56 Rubber (sen/kg) 427.50 f-058 -7.57

Source: Bloomberg
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MA CPI' YOY

US MBA Mortgage
Applications

US Existing Home Sales
MOM

UK CBI Trends Total
Orders

JP Convenience Store
Sales YOY

AU Westpac Leading Index
MOM

NZ GDP Q0Q

For
May
15 Jun
May
Jun
May
May

1Q18

Actual Last Survey
1.8% 1.4% 1.8%
5.1% -1.5% -

2.7%
04% (revised) 1.1%
13 -3.0 20
-1.2% 0.7% -
0.23%

0.22% (revised) -

0.5% 0.6% 0.5%

Source: Bloomberg

» Macroeconomics

US Existing home sales fell, mortgage application rebounded:
Existing home sales dropped for the second consecutive month by 0.4%
MOM in May (Apr: -2.7% revised) with the Northeast as the only region
seeing uptick in sales. Sales continued to be dampened by low supply,
higher prices as well as rising interest rates which drove potential buyers
out of the markets. In a separate release, MBA mortgage applications
rebounded to increase 5.1% for the week ended 15 June (previous: -1.5%)
driven by applications to refinance a home which rose 6.1% (previous: -
1.5%) while applications to purchase a home increased 4.3% (previous: -
1.5%). Average interest rate of 30-year fixed rate loans stayed at 4.83%.

U.K. manufacturing order book recovered: The Confederation of British
(CBI) Industrial Trends Survey shows that total orders rose to a balanced
of 13 in the three months to June (previous: -3.0) versus an expectation of
2.0 driven by a broad base growth. Output grew in 14 of the 17 subsectors
led by the categories of food, drink & tobacco and mechanical engineering.
Exports order was stable and above average while expectation for output
price inflation slowed to the weakest in almost a year.

Japan convenience store sales fell: Sales at convenience stores fell
1.2% YQOY on same store basis in May (Apr: +0.7%) after posting gains
for four consecutive months. This signaled a slowdown in retail sales in
2Q18 as consumers remained fairly cautious as seen in the weak
household spending in April.

Australia leading index points to slower 2Q: The Westpac Leading
Index decreased 0.22% MOM to 97.77 in May (Apr: 97.99) pointing to a
slower growth in 2Q18.

New Zealand GDP growth softened, matched expectations: The
seasonally adjusted GDP grew 0.5% QOQ in 1Q18 (4Q: +0.6%) which
brings the annual growth to 2.7% YOY (4Q: +2.9%), the slowest annual
expansion since mid-2014. The primary industries posted 0.6% quarterly
gain following a 2.6% drop in 4Q as higher agricultural output were offset
by falls in other primary industry. Agriculture growth was driven by
increased milk production in a favourable weather condition but was partly
offset by falling livestock and wool production. Growth in goods producing
industries was flat at 0.0% (4Q: +0.3%) led by higher manufacturing
production while the services industries which made up majority of GDP
rose 0.6% (4Q: +1.1%).

Malaysia CPI saw continuous pick up: The gain in Consumer Price
Index (CPI) edged up for the 2nd straight month, to 1.8% YOY in May (Apr:
+1.4% YOY), as faster increase in transport prices overshadowed slower
price gains in all other major categories except housing and education. We
expect CPI to taper off further from here, averaging 0.2% YOY in 2H2018,
down significantly from 1.6% YOY in 1H2018, following the abolishment of
automatic pricing mechanism for RON95 and diesel as well as resetting of
GST to 0% effective Jun-2018. This shall bring full year CPI to average a
mere 0.9% YOY in 2018 (2017: +3.7%), its lowest since 2009. Downside
risks to growth outlook and much softer inflationary pressure imply BNM
will stay pat to keep overall growth and inflation outlook anchored while
safeguarding undesirable capital outflows as yield differential between
Malaysia and the US narrows.
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Economic Calendar Release Date

Reporting . )

Date Country Events . Survey Prior Revised

Period

21/06 Malaysia Foreign Reserves 14 Jun - $108.5b -
21/06 us Initial Jobless Claims 16 Jun 220k 218k -
Philadelphia Fed Business Outlook Jun 29.0 34.4 --
FHFA House Price Index MOM Apr 0.5% 0.1% --
Leading Index MOM May 0.4% 0.4% -
22/06 Markit US Manufacturing PMI Jun P 56.1 56.4 --
Markit US Services PMI Jun P 56.5 56.8 -
21/06 Eurozone Consumer Confidence Jun A 0.0 0.2 -
22/06 Markit Eurozone Manufacturing PMI Jun P 55.0 55.5 --
Markit Eurozone Services PMI JunP 53.8 53.8 -
21/06 UK Public Finances (PSNCR) May - -9.7b --
Bank of England Bank Rate 21 Jun 0.50% 0.50% -
21/06 Japan Machine Tool Orders YOY May F - 22.0% -
22/06 Natl CPI YOY May 0.6% 0.6% -
Nikkei Japan PMI Mfg JunP - 52.8 -
All Industry Activity Index MOM Apr 0.9% 0.0% -

Source: Bloomberg
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FX Table

Name Last Price DoD % High Low YTD %
EURUSD 1.1572 -0.16 1.16 1.1537 |:ﬂ|l6
USDJPY 110.36 0.27 11045  109.86 EHO
GBPUSD 1.3172 -0.02 13216  1.3148 DES
AUDUSD 0.7368 -0.18 0.7409  0.7367 EHII'(B
EURGBP 0.8785 -0.13 0.8801  0.8769 —HIO
USDMYR 4.0055 0.08 4.0130  3.9975 —HIO
EURMYR 4.6323 0.19 4.6457  4.6244 DM.S
JPYMYR 3.6364 %-0.22 3.6439  3.6337 1;51
GBPMYR 5.2697 -0.16 5.2816  5.2647 mﬁ
SGDMYR 2.9483 0.06 2.9586  2.9469 D‘?
AUDMYR 2.9570 0.30 2.9707  2.9496 EMII‘S
NZDMYR 2.7571 Eﬂﬂl-o.m 27722 2.7557 |:mﬂ3

Source: Bloomberg

MYR vs Major Counterparts (% DOD)

AUD 0.30
EUR 0.19

MYR

Appreciated HKD
usD

—
SGD
MYR
0.01 Depreciated
—_
-0.16
-0.22
-0.40 -0.20 0.00 0.20 0.40

»Forex

MYR

MYR weakened for the 3" straight day, losing 0.08% to 4.0055 against the USD at
close. This marked a pullback in the USDMYR from an intraday high of 4.0130. MYR
advanced against 7 G10s but underperformed all regional peers save for the SGD.

We remain bearish on MYR on the back of a firmer USD and continued paring of
demand for riskier EM currencies but would like to caution that the greenback could be in
for a correction after recent rally. USDMYR is poised to move higher after breaking above
the psychological 4.00 handle. We maintain that the pair will likely head towards 4.0155
in its next move higher.

USD

The climb in DXY remained steady through Asian to European and US sessions, closing
0.12% higher at 95.12. Fed Chair Powell’s reiteration on the need for gradual rate hike
has had little impact on USD movement but China’s hint on tolerance for a stronger CNY
did help soften concerns over the ongoing trade disputes. The USD advanced against 8
G10s.

DXY is expected to stay firm today but potential correction from recent rally and
softening risk aversion could limit its advances. Upside momentum in DXY is still
prevalent and the Dollar Index remains on track to head towards 95.15 next.

EUR

EUR fell 0.16% to 1.1572 against sustained gains in the USD, after narrowing losses
triggered by dovish comments from ECB Governing Council members that policy stance
will remain accommodative. EUR fell against 6 G10s.

EUR remains bearish against the USD in our view in light of increasing policy
divergence with the Fed but stands a chance for a brief rebound before resuming its
downward move again. We maintain our view for EURUSD to head towards 1.1510 next,
unless the pair closes above 1.1698.

GBP

JPY

GBP advanced in European session lifted by positive Brexit development after PM
Theresa May won a key vote on EU Withdrawal Bill that kept her in office. GBP however
gave back all gains and closed 0.02% lower at 1.3172 against the USD, as investors
stayed on the sideline ahead of BOE meeting tonight.

Expect GBP to stay slightly bearish against the USD. Potential correction in the USD
and cautiousness ahead of BOE meeting are expected to keep a lid on GBP. GBPUSD
remains bearish, targeting 1.3028 in its next move lower.

JPY fell against all G10s save for the kiwi on reducing haven demand. It fell 0.27%
against the USD to 110.36. BOJ Governor Kuroda said he is not expecting a sudden
increase in inflation expectations even though the Japanese economy has improved
significantly with the help of QE.

Expect slight bullishness in JPY against potential retreat in the USD. Technically,
bullish bias in USDJPY prevails and we expect the pair to head towards 110.89 provided
the pair does not close below 110.

AUD

AUD fell for the 5" straight day, by 0.18% to 0.7368 against a still firm USD, and
underperformed 7 G10s amid still soft demand for riskier commodity currencies.

Stay bearish on AUD against USD, weighed down by still soft risk appetite in the
markets but Aussie stands a chance of a brief rebound in anticipation of a potential
correction in the USD. Downside bias remains high in AUDUSD and the pair is on track
to test 0.7327 next in our view.

SGD

SGD fell against 5 G10s and weakened 0.13% to 1.3587 against the USD amid lingering
risk aversion in the markets.

Expect SGD to stay bearish against a still firm USD and subdued demand for EM
currencies although we caution of a potential correction in the USD after recent rally.
Upside momentum in USDSGD continued to accelerate. Yesterday’s break of 1.3578 is
expected to pave the way for 1.3605.
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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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