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Daily Market Highlights
Key Takeaways

Malaysia >

. us 0\

» Markets were once again unnerved by President Trump’s remarks that UK >
he was “unsatisfied” over the trade deal with China and a “very Japan 7
substantial chance” that the meeting with North Korea scheduled on 12 Australia N

June in Singapore might not happen. Both the US and China have reached
an agreement yesterday to suspend tariff imposition on Monday. Yesterday,
in what is widely seen as a move to placate the US administration, the Chinese
government even announced that it will reduce its 25% tariff on imported cars

What’s Coming Up Next

. Major Data
to 15% prompting US and European auto stocks to rally. European >  Malaysia CPI
automakers are expected to benefit more from the reduction compared to their » US MBA Mortgage Applications, Markit Manufacturing &
American counterparts as they do not own plants in China. Services PMI, New Home Sales
»  Eurozone Markit Manufacturing & Services PMI, Consumer
> At the data front, Richmond Fed manufacturing index rose, in line with > Confidence )

last week’s Philly Fed and New York Fed Empire manufacturing indexes, UK CPI’.RPI.’ PPI Output, House Prlce.ll.’\dex . .

- . »  Japan Nikkei PMI Mfg, All Industry Activity Index, Nationwide
signaling stronger growth momentum in the sector. The UK recorded a Dept Sales, Machine Tool Orders

lowest budget deficit for the first month in a new fiscal year since 2018. »  Singapore CPI

Sentiments within its industrial sector however weakened. Japan
supermarket sales slipped for the second month, a sign of softer retail sales
in May. Malaysia foreign reserves fell slightly to $109.4b as at 15 May.

Major Events
» FOMC minutes

Daily Supports — Resistances (spot prices)*

» USD advanced against 7 G10s but the DXY ended 0.07% lower after
narrowing early losses from a sharp drop in European morning. USD is s2 s1 Indicative R1 R2 Outlook
slightly bearish in our view on risk aversion heading into the release of
FOMC minutes; softer set of US data will further aggravate downsides.

EURUSD 1.1750 11777 1.1782 1.1802 1.1822 ?

Current signs point to DXY closing above 93.67 by end of this week but USbJPy 11028 11055 11081 11085 111.00 .
thereafter, we set sights on a downward reversal. This could result in a GBPUSD  1.3400 1.3420 1.3437 1.3443 1.3455 2
decline to circa 92.80 — 92.91. Failure to hold above this exposes a move to AUDUSD  0.7560  0.7565 0.7573 0.7587  0.7600 2
92.21. EURGBP  0.8758 0.8765 0.8770 0.8779 0.8788 2

» MYR strengthened 0.3% to 3.9675 against USD but fell against 7 G10s
that also rallied on a retreating greenback. We are neutral on MYR against USDMYR  3.9664 3.9700 3.9725 89713 39738 >
USD; expect early MYR losses to be narrowed on a softening greenback. EURMYR  4.6751 4.6779 4.6808 4.6852  4.6891 3
We maintain the view that USDMYR is initiating a reversal lower. We set JPYMYR 35775  3.5800 3.5838 3.5878  3.5900 td
sights on a potential decline to 3.9627, below which 3.9531 will be targeted. GBPMYR 53288  5.3320 5.3350 5.3381 5.3413 N
i . . SGDMYR  2.9618 2.9647 2.9660 2.9677 2.9690 ?

» SGD was supported by refuge demand amid weakness in regional markets,
beating 8 G10s and was 0.07% firmer at 1.3391 against USD. Keep a AUDMYR 3.0000 3.0052 8.0082 3.0004  3.0138 >
bullish view on SGD against a soft USD, further supported by refuge NZDMYR  2.7512 2.7535 2.7565 2.7592  2.7618 >

demand within the region as markets turn risk averse ahead of FOMC
minutes. USDSGD remains below 1.3393 and continues to be exposed to a USDSGD  1.3366 1.3374 1.3392 1.3400 1.3425 3
decline to 1.3332 in the coming week. Downside momentum prevails, EURSGD 1.5720 1.5746 1.5780 15802 1.5816 Y
UG IS WSS BRI (B Ot GBPSGD 17950 17967 17990 18000  1.8021 N
AUDSGD 1.0100 1.0127 1.0143 1.0169 1.0184 h ]

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

Last Price Last Price DoD %
KLCI 1845.03 -0.5 27 CRB Index 206.20 0.25 6.4
Dow Jones Ind. 24834.41 -0.7 0.5 WT]I oil ($/bbl) 72.13 -0.15 194
S&P 500 2724.44 -0.3 1.9 Brent oil ($/bbl) 79.57 0.44 19.0
FTSE 100 7877.45 0.2 2.5 Gold (S/oz) 1291.14 -0.11 -0.7
Shanghai 3214.35 0.0 E‘ -2.8 CPO (RM/tonne) 2423.00 -0.19 1.4
Hang Seng 31234.35 0.6 4.4 Copper ($/tonne) 6979.00 1.45 |] -3.7
STI 3543.18 -0.1 4.1 Rubber (sen/kg) 497.50 0.81 7.6

Source: Bloomberg
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Economic Data

For
15
May
US Richmond Fed Manufacturing Index May
UK Public Finances (PSNCR) ex

MA Foreign Reserves

Banking Group Apr
UK CBI Trends Total Orders May
JP Supermarket Sales YOY Apr
AU Westpac Leading Index MOM Apr

Source: Bloomberg

Actual Last
$109.4b $109.5b
16 -3
£7.8b £0.8b

’ (revised)
3 4
-1.2% 0.1%

-0.13%
199
019% (revised)

Survey

10
£8.5b
2

» Macroeconomics

US manufacturing activities rose: Manufacturing activities
in the Richmond Fed'’s district (the region accounts for 9.1%
of US GDP) improved as indicated by its manufacturing index
which rebounded to record a reading of 16 in May (Apr: -3).
The index rose on the back of higher shipments, capacity
utilization, employment, wages and average work week.
Recent indexes point to a vibrant manufacturing activities and
signal stronger growth momentum in May. Last week, the
Philly Fed Business Output Index surged substantially to 34.4
in May (April: 23.20) while New York Fed Empire
Manufacturing Index rose to 20.1 in May (Apr: 15.8).

UK public finance improved, industrial sector sentiments
fell: Public sector net cash requirement (PSNCR) which
excludes public sector bank, a measure of the government
budget deficit beat expectations and was recorded at £7.8bn
in April (Apr'17: £8.9b ), the lowest deficit for the first month
of a new fiscal year since 2008 (UK fiscal year begins in 1
April). Meanwhile sentiments within the industrial sector took
a beating in May as the CBI Industrial Trends Order dropped
to -3, the first negative reading in 6 months.

Japan supermarket sales weakened: Sales in Japan’s
supermarket store extended its second month decline in April
by 1.2% YQOY (Mar: -0.1%), completely reversing the gain
made in February 2018. Sales in all major categories
dropped: food (-1.4%), clothing (-2.7%), household goods (-
1.0%) and services (-4.0%). Monday’s convenience store
sales data show that sales in Japan’s convenience stores
slowed as well but remained above its six-month average.
Nationwide department store sales scheduled to be released
later today will allow us to gauge Japanese retail consumer
spending better (Supermarket, department and convenience
stores sales are the three main contributors to Japan’s total
retail sales). A slower growth in retail sales indicates lower
domestic demand which could further weigh down inflations.
This resonates with last Friday’s disappointing inflation data
which came in at 0.6% YOY after gathering momentum in the
first few months of 2018 prompting questions on the
effectiveness of the BOJ stimulus program.

Australian leading index shows sign of improvement: The
Westpac Leading Index rebounded to increase 0.2% MOM in
April (Mar: -0.13% revised) following a decline in the
preceding month. The positive reading of the index which
tracks nine gauges of economic activities indicated a better
performance of the Australian economy in April.

Malaysia foreign reserves remained stable: Malaysia
Foreign reserves fell slightly to $109.4b as at 15 May (30 Apr:
$109.50), sufficient to finance 7.6 months of retained imports
and is 1.1 times short-term external debt.
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Economic Calendar Release Date

Reporting ) .

Date Country Event ) Survey Prior Revised

Period
23/05 Malaysia CPI YOY Apr 1.6% 1.3% --
23/05 us MBA Mortgage Applications 18 May -- -2.7% --
Markit US Manufacturing PMI May P 56.5 56.5 -
Markit US Services PMI May P 55.0 54.6 -
New Home Sales MOM Apr -2.1% 4.0% --
24/05 FOMC Meeting Minutes 2 May - - -
Initial Jobless Claims 19 May - 222k -
FHFA House Price Index MOM Mar 0.6% 0.6% -
Existing Home Sales MOM Apr -0.9% 1.1% --
Kansas City Fed Manufacturing Activity May 20 26 -
23/05 Eurozone Markit Eurozone Manufacturing PMI May P 56.1 56.2 --
Markit Eurozone Services PMI May P 54.7 54.7 --
Consumer Confidence May A 0.5 0.4 -
23/05 UK CPI YOY Apr 2.5% 2.5% -
RPI YOY Apr 3.4% 3.3% -
PPI Output NSA YOY Apr 2.3% 2.4% --
House Price Index YOY Mar 4.4% 4.4% -
24/05 Retail Sales inc Auto Fuel MOM Apr 0.9% -1.2% -
23/05 Japan Nikkei Japan PMI Mfg May P -- 53.8 --
All Industry Activity Index Mar 0.1% 0.4% -
Nationwide Dept Sales YOY Apr - 0.1% -
Machine Tool Orders YOY Apr F - 22.0% -
24/05 Leading Index Mar F - 105.0 -
Coincident Index Mar F - 116.4 -
23/05 Singapore  CPI YOY Apr 0.5% 0.2% -
24/05 GDP YOY 1QF 4.4% 4.3% --
24/05 New Trade Balance NZD Apr 198m -86m --
Zealand

Exports NZD Apr 4.85b 4.85b -

Source: Bloomberg
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FX Table

Name Last Price DoD % High Low YTD %
EURUSD 11779 H 010 1183 11757 1)
USDIPY 110.90 014 11119 110.80 1
GBPUSD 1.3432 E 004 13492 13413 08
AUDUSD 0.7576 [} 008 07605 07566 | -3l
EURGBP 0.8770 014 08789  0.8758 13
USDMYR 3.9675 D]l 030 39770  3.9643 L1
EURMYR 4.6910 O34 46016 46716 | N
JPYMYR 35742 | -006 35877 35682 03
GBPMYR 5.3413 014 53510 53285  |-oM
SGDMYR 2.9647 021 29703 29601 22
AUDMYR 3.0138 062 30189 30100 104N
NZDMYR 2.7618 055 27602 27585 | LAM

Source: Bloomberg

MYR vs Major Counterparts (% DOD)
AUD
EUR

MYR

Appreciated SGD

< GBP

MYR
Depreciated

—
-0.30
-0.32
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> Forex

MYR

MYR strengthened 0.30% to 3.9675 against USD but fell against 7 G10s that
also rallied on a retreating greenback.

We are neutral on MYR against USD; expect early MYR losses to be narrowed
on a softening greenback. We maintain the view that USDMYR is initiating a
reversal lower. We set sights on a potential decline to 3.9627, below which
3.9531 will be targeted.

UsbD

USD advanced against 7 G10s but the DXY ended 0.07% lower after
narrowing early losses from a sharp drop in European morning.

USD is slightly bearish in our view on risk aversion heading into the release
of FOMC minutes; softer set of US data will further aggravate downsides.
Current signs point to DXY closing above 93.67 by end of this week but
thereafter, we set sights on a downward reversal. This could result in a decline
to circa 92.80 — 92.91. Failure to hold above this exposes a move to 92.21.

EUR

EUR advanced against 5 G10s but slipped 0.10% to 1.1779 against USD amid
rising Italian debt concerns.

Expect a slightly bullish EUR amid a soft USD; expect upsides to firm up if
Eurozone data improves. EURUSD must close above 1.1795 today to nullify
current minor bearish trend that continues to threaten a close below 1.1772
before the week is out. But in any case, we view that minor bearish trend is
coming to an end and we eye a rebound next week.

GBP

GBP inched 0.04% higher to 1.3432 against USD and bested 7 G10s,
supported by risk-off in European markets amid Italian debt concerns.

Stay slightly bullish on GBP against a soft USD, barring any downside
surprises in UK inflation reports. Upside momentum has improved but we reckon
that GBPUSD has to first ride out current bearish trend, which suggests that a
close below 1.3427 is still on track by Friday. Thereafter, we opine that a
rebound could accelerate, possibly testing 1.3565.

JPY

JPY advanced against 8 G10s and strengthened 0.14% to 110.90 against
USD amid firmer demand for refuge on declines in equities and commodities.
Expect a slightly bullish JPY against a softer USD, further supported by
demand for refuge as equities and commodities retreat. USDJPY is likely
making a reversal lower. We set sights on a decline to 109.65.

AUD

AUD slipped 0.08% to 0.7576 against USD on easier risk appetite in the
markets but registered gains against 6 G10s.
We maintain a bullish view on AUD against a soft USD; upsides may further
strengthen after the release of FOMC minutes. Upside momentum improved
further, suggesting more room for gains. We continue to expect AUDUSD to
break 0.7613 soon and set course for 0.7660.

SGD

SGD was supported by refuge demand amid weakness in regional markets,
beating 8 G10s and was 0.07% firmer at 1.3391 against USD.

Keep a bullish view on SGD against a soft USD, further supported by refuge
demand within the region as markets turn risk averse ahead of FOMC minutes.
USDSGD remains below 1.3393 and continues to be exposed to a decline to
1.3332 in the coming week. Downside momentum prevails, suggesting further
weakness can be expected.

‘



)§ HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global Markets
Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

Email: HLMarkets@hlbb.hongleong.com.my

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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