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Daily Market Highlights
Key Takeaways

. . Lo . . Malaysia >

» A relatively quiet session in global financial markets as the US was Eurozyone ¥
out for Independence Day holiday. European markets were relatively Japan A

flat while Asian markets traded mixed in the absence of any towering Australia >

catalysts, not even on the trade front with the last being Trump’s tweet on
currency manipulation by the EU and China yesterday morning. The
Dollar Index was on firmer footing but continued hovering near recent lows What’s Coming Up Next
at the 96 handles.. Brent crude oil prices edged slightly down by

) ) ) - Major Data
0.81% to $63.3/ barrel and failed to rally further despite earlier decision by
OPEC to extend its production cut for another nine months, instead of the >  Malaysia Foreign Reserves
usual six months. »  US nonfarm payroll, jobless rate, average hourly earnings
» UK Halifax House Price Index
» Data was rather scanty and mixed. Data showed retails sales >  Japan Leading Index, Coincident Index

disappointed in the Eurozone, rebounded slightly in Australia while Japan
household spending jumped at its fastest pace in four years ahead of the Major Events
planned sales tax hike in October. Back home, exports edged higher for
a 2" straight month driven by a weaker MYR and higher shipment to the
US while that to China extended its decline, offering a first glimpse of trade

> Nil

Daily Supports — Resistances (spot prices)*

war impact.
S2 S1 Indicative R1 R2 Outlook
» The dollar index closed flat at 96.719 as majors traded in a very tight EURUSD 11240  1.1270 1.1285 1.1300  1.1330 >
range. We remain bearish on USD in the medium term as the Fed is GBPUSD 1.2500  1.2545 1.2583 1.2630  1.2680 >
still expected to cut Fed funds rate at the end of this month, while any USDJPY  107.10  107.40 107.88 108.00  108.35 >
positive US-China trade headlines in this period could drive down the AUDUSD 0.6950  0.6980 0.7026 0.7045 0.7070 >
L EURGBP  0.8925 0.8950 0.8971 0.8990  0.9030 >

» MYR closed 0.10% stronger at 4.1330 in subdued trading due to 4™ July

holiday in the US. We remain neutral MYR over the short term as there USDMYR 41250 4.1300 41350 41400 4.1450 >

is a lack of catalysts to drive short term volatility. However, we remain EURMYR  4.6450  4.6610 46663  4.6700  4.6800 2

bullish MYR over the medium term over an expected Fed rate cut. JPYMYR  3.8185  3.8300 3.8337  3.8430  3.8640 >

GBPMYR 5.1850  5.2000 5.2022 5.2100  5.2350 ?

» SGD closed flat at 1.3561 against the USD amidst a lack of catalyst. We SGDMYR  3.0400  3.0450 3.0500 3.0550 3.0575 >

remain neutral on the currency pair today but remain bullish SGD in AUDMYR 2.8900  2.9000 2.9053 2.9150  2.9300 >

the medium term on expected USD weakness arising from Fed rate NZDMYR 2.7500  2.7600 2.7667 2.7700  2.7800 >
adjustment while positive US-China trade development would lend

support to overall EM currencies, thus benefitting the SGD as well. USDSGD  1.3500  1.3530 1.3563 13580  1.3600 >

EURSGD 1.5270  1.5290 1.5302 15350 1.5385 >

GBPSGD 1.7010  1.7050 1.7060 1.7100  1.7180 2

AUDSGD  0.9450 0.9475 0.9529 0.9550 0.9575 >

* 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 1,687.48 -0.15 -0.18 CRB Index 180.48 1.48 6.29
Dow Jones Ind.* 26,966.00 0.67 15.60 WTI oil ($/bbl) 57.34 1.94 26.27
S&P 500* 2,995.82 0.77 19.51 Brent oil ($/bbl) 63.30 -0.81 17.66
FTSE 100 7,603.58 -0.08 13.01 Gold (S/oz) 1,416.08 -0.19 10.88
Shanghai 3,005.25 -0.33 20.50 CPO (RM/tonne) 1,868.50 -1.01 |] -4.30
Hang Seng 28,795.77 -0.21 11.41 Copper ($/tonne) 5,920.00 0.03 -0.75
STI 3,372.25 0.13 9.89 Rubber (sen/kg) 488.00 -0.31 28.76

Source: Bloomberg
* as at 3-July close
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MA Exports YOY

MA Trade Balance MYR
EU Retail Sales MOM

AU Retail Sales MOM

JP Household Spending
YOY

Source: Bloomberg

Economic Data

For
May
May
May
May

May

Actual

2.5%

9.1b

-0.3%

0.1%

4.0%

Last
1.1%

10.8b

0.1%
(revised)

0.1%

1.3%

Survey
2.2%

8.3b
0.3%
0.2%

1.5%

> Macroeconomics

Eurozone retail sales hugely disappointed: Retail sales posted a
surprised decline of 0.3% MOM in May (Apr: -0.1% revised), marking its first
back-to-back contraction since Jan-18, dragged by declines in both food and
non-food products, as well as auto fuel. YOY, sales unexpectedly pulled
back to register a softer gain of 1.3% in May (Apr: +1.8% revised),
underscoring sluggishness in consumer spending in the Eurozone
economy.

Australia retail sales barely grew in May: Australia retail sales rose a
mere 0.1 MOM in May (Apr: -0.1%), reversing the decline in previous month
and pointing to subdued consumer demand in the retail sector. The marginal
gain in sales was driven mainly by the rebound in household goods (+0.5%
vs -0.9%) and the slower decline in sales of apparel (-0.2% vs -1.2%) as
sales of food (-0.3% vs +0.1%) and sales at department stores (-0.4% vs
+1.7%) fell in May.

Japan household spending surprised on the upside: Household
spending picked up more than expected, expanding 4.0% YOY in May (Apr:
+1.3% YOY). This best gain in four years added to signs consumers are
ramping up purchases ahead of the sales tax hike in October, which will help
shore up the Japanese economy in 2Q, and hopefully 3Q, helping cushion
some of the impact from the external front.

Malaysia saw slightly quicker exports growth: Exports growth trended
up for a 2nd straight month, growing at a faster pace of 2.5% YQOY in May
(Apr: +1.1%), better than market estimate of a 2.2% increase but below ours
for a 4.8% YOY gain. Today’s print was lifted by a weaker MYR and higher
shipment to the US, offering tentative signals of trade diversion amid the
longstanding US-China trade spat. The commodity segment fared better led
by a turnaround in palm oil exports due to a surge in exports volume but this
was negated by declines in crude petroleum and LNG exports. On the other
hand, the manufacturing front saw mixed performances, with most sectors
registering slower to negative growth. Contrary to the pick-up in exports,
imports growth softened to 1.4% YOY in May (Apr: +4.4%), as a result of
renewed decline in capital goods imports and slower increases in
intermediate and consumption goods imports. MOM, exports took a turn and
fell 1.2% while imports grew slower by 1.0% in May (Apr: +1.3%; +6.7%
MOM), further narrowing the trade surplus to RM9.1bn (Apr: RM10.8bn), its
smallest surplus in six months. Looking ahead, while the positive export
gains in the last two months appeared to be offering some reprieves of
slowing growth, we are not convinced of better growth in 2Q. In April-May,
exports averaged 1.8% YOY but imports growth averaged an even higher
2.9% YQY, leading to a smaller trade surplus of RM19.9bn in the first two
months of 2Q19. This implies net exports will be a drag on overall GDP
growth in 2Q. We do not expect to see any significant turnaround in June,
which is also a shorter working month skewed by festive holidays. Against
a challenging global backdrop of moderating growth further clouded by
uncertainties from trade protectionism policies and geopolitical risks, we
maintain a less sanguine exports outlook ahead, which would inevitably
translate into slower economic growth for the country.
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Economic Calendar

Date Country Events Repo_rting Survey Prior Revised
Period
05/07 Malaysia Foreign Reserves 28 Jun -- $102.6b --
05/07 us Change in Nonfarm Payrolls Jun 160k 75k --
Unemployment Rate Jun 3.6% 3.6% --
Average Hourly Earnings YOY Jun 3.2% 3.1% --
08/07 Eurozone Sentix Investor Confidence Jul - -3.3 -
05/07 UK Halifax House Price 3Mths/Year Jun 5.7% 5.2% -
05/07 Japan Leading Index May P 95.4 95.9 --
Coincident Index May P 103.1 102.1 -
08/07 Core Machine Orders MOM May -3.7% 5.2% -
Eco Watchers Survey Current SA Jun -- 44.1 -
Eco Watchers Survey Outlook SA Jun -- 45.6 --

Source: Bloomberg
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EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR
GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR
CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD

Last Price
1.1285
1.2579
107.82
0.7022
0.8972

4.1330
4.6641
3.8356
5.2023
3.0487
2.9025
2.7623
4.1915
0.6019
0.5310

1.3561
1.5303
1.7057
0.9522

Source: Bloomberg

DoD %

-0.01]
0.06
0.03

High
1.1295
1.2591
107.84
0.7048
0.8978

4.1425
4.6723
3.8410
5.2082
3.0529
2.9134
2.7779
4.1980
0.6020
0.5314

1.3567
1.5310
1.7070
0.9547

Low
1.1273
1.2567
107.71
0.7016
0.8963

4.1355
4.6621
3.8327
5.1956
3.0477
2.9009
2.7611
4.1889
0.6011
0.5305

1.3545
1.5287
1.7035
0.9514

»Forex

MYR

e MYR closed 0.10% stronger at 4.1330 in subdued trading due to 4" July
holiday in the US.

e We remain neutral MYR over the short term as there is a lack of catalysts
to drive short term volatility. However, we remain bullish MYR over the
medium term over an expected Fed rate cut.

usD

e The dollar index closed flat at 96.719 as majors traded in a very tight range.

e Weremain bearish on USD in the medium term as the Fed is still expected
to cut Fed funds rate at the end of this month, while any positive US-China
trade headlines in this period could drive down the USD.

EUR

e EUR closed marginally higher by 0.06% against the USD at 1.1285.

e We remain neutral EUR today as markets are likely to remain subdued post
4t July Day and ahead of NFP release. We remain bullish on EUR over the
medium term as the Fed is expected to cut rates this year while the ECB is
likely to hold its key rates steady for the remainder of 2019.

GBP

e GBP closed flat at 1.2579 in line with subdued markets.

e We remain bearish on GBP as dovish central bank comments and poor
economic data will weigh GBP in the short term towards 1.2500 support. In the
medium term, leadership and Brexit uncertainties would likely keep the sterling
under pressure from now until 31 Oct.

JPY

e JPY finished flat at 107.82 in line with other majors.

e We remain bullish JPY on lower UST yields and on broadly weaker dollar
from upcoming Fed rate cuts.

AUD

e AUD closed 0.10% weaker at 0.7022 against the USD amid a quiet market.

e We remain neutral on AUD as it has already recovered to RBA pre-cut levels
in anticipation of a Fed rate cut. We look towards tonight’s nonfarm data in the
US for further directional cues.

SGD

e SGD closed flat at 1.3561 against the USD amidst a lack of catalyst.

e We remain neutral on the currency pair today but remain bullish SGD in the
medium term on expected USD weakness arising from Fed rate adjustment
while positive US-China trade development would lend support to overall EM
currencies, thus benefitting the SGD as well.
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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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