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Daily Market Highlights
Key Takeaways
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» Global markets wrapped up a turbulent week on Friday with lower stocks us >
and treasuries yields after the Fed cut rate and President Trump reignited Eurozone >
trade friction with China. Stocks extended further decline on Friday, weighing on Singapore A
major indexes after Trump unexpectedly threatened new tariffs on $300bn untaxed Australia >

Chinese goods to be effective on 1 September. Treasuries yield continued to
tumble on safe havens bidding — 10Y UST yield slipped by another 4bps on
Friday to 1.85% leaving the weekly decline at a whopping 22bps. The What’s Coming Up Next
greenback weakened on Friday as traders saw increasing chances that the Fed
would cut rate again in September after Friday’s job report and escalating trade Major Data

tensions, with markets pricing in a 90.5% probability of a 25bps cut in the fed funds »  US ISM Non-Manufacturing Index
rate as of writing. Crude oil prices rebounded after collapsing on the previous day »  Eurozone Sentix Investor Confidence
- WTI rose 3.2% to $55.66/barrel and Brent rose by 2.3% to $61.89/barrel. Over >
the weekend, Trump said that all was well with China and insisted that US >
consumers aren’t footing the bill for the imposed tariffs; the next round of talks
was reported to have been scheduled in September. China on Friday blamed the
US government for violating the June trade truce but has yet to announce > Nil
any form of retaliations to counter the newly threatened US levies.

Markit Services PMI for US, Eurozone, UK, Japan, China
Markit PMI for Hong Kong and Singapore
Major Events

Daily Supports — Resistances (spot prices)*

» US job report turned out to be decent but hiring appeared to have slowed.
The economy added 164k new jobs in June, unemployment rate was unchanged S2 S1 Indicative R1 R2 Outlook
at 3.7% while the average hourly earnings, a gauge of wage growth quickened to EURUSD 1.1070 1.1100 1.1128 1.1150 1.1175 >
3.2% YOY. Trade deficit fell slightly to $55.2b in June, factory order reboundedto  ggpysp  1.2050  1.2100 1.2169 12175  1.2200
increase 0.6% MOM in June and University of Michigan Sentiment index rose to

) ; USDJPY 105.80 106.10 106.33 106.50 106.75 N
98.4 in July. In the Eurozone, producer prices fell more than expected for the fourth AUDUSD  0.6750 0.6770 0.6801 06830  0.6850 .
running month by 0.6% MOM in June while retail sales rose 1.1% MOM in June. ' ' ' ' '
Australia services sector returned to contraction, but retail sales also saw a EURGBP  0.9100  0.9120 0.9147 0.9170  0.9200 2
0.4% MOM increase in June. Singapore official PMI printed below 50.0 for the third
month. Malaysia exports surprisingly declined by 3.1% YQY in June. USDMYR  4.1500 21550 2.1580 41600  4.1650 2
. i . EURMYR  4.5900 4.6100 4.6283 4.6300 4.6500 ?
» The dollar index dropped 0.34% to 98.087 led by JPY and CHF on risk aversion
and flight to safety. We are bearish USD in the short term as market risk aversion JPYMYR - 3.8800 3.9050 3.9115 3.9250  3.9400 2
flows are likely bearish USD against the majors. We are neutral USD in the ~ GBPMYR  5.0300  5.0450 50611 50750  5.0900 3
medium term as we await further headlines to gauge direction. SGDMYR  3.0150  3.0175 3.0218 3.0250  3.0275 >
AUDMYR  2.8050 2.8150 2.8287 2.8350 2.8500 3
» MYR closed weaker by 0.34% at 4.1580 as EM currencies continue to be sold as NZDMYR 2.7000  2.7100 2.7148 2.7350  2.7500 N
trade tensions continues to rise once again. We are bullish USDMYR over both
short and medium term as trade war jitters takes center stage again exacerbating
USDSGD  1.3700 1.3725 1.3762 1.3775 1.3800 2
a global growth slowdown.
EURSGD 1.5250 1.5280 1.5319 1.5350 1.5380 2
» SGD closed flattish against the USD at 1.3773 torn between a higher EUR and GBPSGD  1.6400 1.6550 16750 16800  1.6950 >
higher USD against EM currencies. We are bearish SGD over the short and ~ AUDSGD  0.9325  0.9350 0.9361 0.9400  0.9430 N
medium term as trade issues will likely continue to weigh on EM currencies as a . "
o o . * at time of writing
whole with little resolution in the short term likely. 2 = above 0.1% gain; 3 = above 0.1% loss; & = less than 0.1% gain / loss
Last Price DoD % YTD % Last Price DoD % YTD %
KLCI 1,626.76 ¥ 378 CRB Index 173.35 0.32 2.09
Dow Jones Ind. 26,485.01 -O.E‘l 13.54 WTI oil ($/bbl) 55.66 317 22.57
S&P 500 2,932.05 16.96 Brent il ($/bbl) 61.89 2.30 13.96
FTSE 100 7,407.06 [ ol 10.09 Gold (Sloz) 1,440.83 -0.30 12.24
Shanghai 2,867.84 = | 14.99 CPO (RM/tonne) 1,984.00 2.93 1.61
Hang Seng 2691858 [ eoie8 4.15 Copper ($/tonne) 5,729.50 [-287 [ -3.95
STI 3,261.11 6.27 Rubber (sen/kg) 442.00 F-2.10 16.62

Source: Bloomberg
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» Macroeconomics

MA Exports YOY
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Source: Bloomberg
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US job market on strong footing; trade deficit fell: The US labor market
remained on strong footing as the overall report turned out to be decent
despite the fact that the pace of hiring has become slower. The economy
added 164k new jobs in June (May 193k revised), roughly in line with
analysts’ expectations. Unemployment rate was unchanged at 3.7% while
the average hourly earnings, a gauge of wage growth rose 3.2% YOY (Jun:
+3.1%), faster than that of the previous month. Meanwhile, on the external
trade front, US trade deficit fell slightly to $55.2b in June (May: -$55.3b
revised) as exports fell by 2.1% MOM (May: +8.0%) while imports dropped
by a lesser margin of 1.7% MOM (May: +3.3%). On a yearly basis, exports
fell by 2.2% YQOY (May: -1.2%) while imports rose 1.2% YOY (May: +3.2%).
The trade deficit with China widened a little to $30.2b (May: -$30.1b). Factory
orders rebounded to increase 0.6% MOM in June (May: -1.3%) of which core
capital goods orders, a gauge of capex again saw a solid increase of 1.5%
MOM (May: +0.2%). Last but not least in the US data docket, the final
reading of the University of Michigan Sentiment index rose to 98.4 in July
(Jun: 98.2) indicating that consumer sentiments remained largely
unchanged and resilient primarily due to a renewed sense of personal
financial optimism despite ongoing trade tensions.

Eurozone factory gate inflation sputtered; retail sales rebounded:
Producer prices index fell more than expected for the fourth running month
by 0.6% MOM in June (May: -0.1%), leaving the annual PPI to grow a mere
0.7% YOY (May: +1.6%), its slowest since late 2016. The latest print
confirmed the severe lack of price pressure at Euro area’s factories which
are currently in a downturn, adding to signs that inflation would stay muted
in general. Meanwhile, retail sales rose 1.1% MOM in June (May: -0.6%
revised), its largest increase since Nov-17, driven by a broad-based
improvement across all categories. YOY, retail sales rose 2.6% YOY (May:
+1.0%), reflecting that consumer demand is still holding up in the single-
currency area as wage growth increased amidst strong labour market.

Australia services sector contracted; retail sales went up to five-month
high in June: Conditions in Australia services industry went back to
contractionary mode again after two months of expansion as the AIG
Performance of Services Index dropped sharply by 8pts to 43.9 in July (Jun:
52.2). The sector underperformed last month due to declines in sales, new
orders, employment, stocks and deliveries, suggesting that trading
conditions for many businesses fell again. In a separate release on Friday,
retail sales rose 0.4% MOM in June (May: +0.1%), a five-month high
supported by rebound in sales of food and faster gain in household goods
and others retailing. On a quarterly basis, retail sales rebounded to increase
0.2% QOQ in the second quarter (1Q: -0.1%).

Singapore PMI below 50 for third month: The official Singapore
Purchasing Manager Index rose slightly to 49.8 in July (Jun: 49.6), marking
its third month below the neutral 50.0 threshold to indicate continuous state
of contraction of the manufacturing industry. The electronic PMI also
recorded its ninth month of sub-50 reading at 49.3 (Jun: 49.2), suggesting
that outlook for the electronics sector remained dismal amidst weak global
demand.
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Malaysia exports saw surprised decline in June: Exports staged a
surprised decline of 3.1% YQOY in June (May: +2.5% YQY), contrary to ours
as well as market expectations for slower but still positive growth.
Weaknesses in manufacturing exports led by the E&E sector, as well as
declines in shipment to Singapore, China and Japan exerted a drag on
overall exports, completely shrugged off the favourable base effect last year
as a result of Hari Raya festivities. Tracking the decline in exports, imports
also fell for the first time in three months, by 9.2% YOY in June (May: +1.4%
YOY), as a result of broad-based declines across all import categories.
MOM, exports fell for the 2nd straight month (-9.5% vs -1.2%) while imports
printed a bigger decline of 12.2% MOM in June (May: +1.0% MOM), helping
widen the trade surplus to RM10.3bn in June (May: RM9.1bn). Based on
today’s trade report, it appeared that net exports contribution could well
remain positive in 2Q, albeit to a lesser extent than 1Q. Exports rose 0.2%
YOY (1Q: -0.9%) while imports fell at a slower pace of 1.1% YOY in 2Q (1Q:
-2.8%), pushing trade surplus 11.2% YOY higher to RM30.2bn. This is
expected to be supportive of overall 2Q growth in the region of 4.8% YOY,
quicker than 1Q’s 4.5% expansion. However, we do not expect the better
growth momentum in 2Q to sustain going into 2H of the year taking cognizant
of softer global growth outlook and more challenging external demand
conditions. We are therefore maintaining our full year growth forecast of
4.7% for 2019.

Economic Calendar

Date

05/08

05/08

05/08
05/08
06/08

05/08
05/08
05/08
06/08

06/08

Country

us

Eurozone

UK

Japan

Hong Kong
China
Singapore

Australia

New Zealand

Source: Bloomberg

Events

Markit US Services PMI

ISM Non-Manufacturing Index
Markit Eurozone Services PMI
Sentix Investor Confidence
Markit/CIPS UK Services PMI
Jibun Bank Japan PMI Services
Household Spending YOY
Labor Cash Earnings YOY
Leading Index ClI

Markit Hong Kong PMI

Caixin China PMI Services
Markit Singapore PMI

Trade Balance

RBA Cash Rate Target

Employment Change QOQ

Reporting . .
Period Survey Prior Revised
JulF 52.2 51.5 --
Jul 55.5 55.1 -
Jul F 53.3 53.6 -
Aug -7.0 -5.8 --
Jul 50.3 50.2 -
JulF -- 52.3 -
Jun 1.2% 4.0% -
Jun -0.7% -0.2% -0.5%
Jun P 93.5 94.9 -
Jul - 47.9 -
Jul 52.0 52.0 -
Jul - 50.6 -
Jun A$6000m A$5745m --
06 Aug 1.0% 1.0% -
2Q 0.3% -0.2% -
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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
1.1108
1.2162
106.59
0.6801
0.9136

4.1580
4.6143
3.8885
5.0387
3.0193
2.8231
2.7146
4.2151
0.5989
0.5317

1.3773
1.5300
1.6752
0.9366

Source: Bloomberg

DoD %
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High
1.1116
1.2170
107.57
0.6819
0.9171

4.1590
4.6194
3.8905
5.0441
3.0217
2.8320
2.7239
4.2184
0.5994
0.5317

1.3784
1.5302
1.6754
0.9379

Low
1.1070
1.2091
106.51
0.6763
0.9126

4.1460
45911
3.8582
5.0192
3.0096
2.8190
2.7117
4.1867
0.5974
0.5296

1.3743
1.5230
1.6624
0.9322

YTD %
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»Forex

MYR

e MYR closed weaker by 0.34% at 4.1580 as EM currencies continue to be sold
as trade tensions continues to rise once again.

e We are bullish USDMYR over both short and medium term as trade war jitters
takes center stage again exacerbating a global growth slowdown.

usD

e The dollar index dropped 0.34% to 98.087 led by JPY and CHF on risk aversion
and flight to safety.

e We are bearish USD in the short term as market risk aversion flows are likely
bearish USD against the majors. We are neutral USD in the medium term as we
await further headlines to gauge direction.

EUR

e EUR closes 0.21% higher against the USD at 1.1108 as majors benefit against
a weaker USD.

e We are neutral to mildly bullish EUR today as it continues to benefit on the
renewed outbreak of trade tensions but gains are likely limited as global growth
slowdown weighs.

GBP

e GBP closed higher by 0.28% at 1.2162 in line with overall majors performance.

e Weremain bearish GBP over the short and medium term over looming no-deal
Brexit concerns but GBP may be influenced by headlines over ongoing US-China
trade issues.

JPY

e JPY finished 0.70% stronger at 106.59 as risk aversion continues to dominate
market trading.

e We are bullish JPY over both short and medium term as risk aversion will likely
continue to dominate the trading theme for a while whilst we wait for a Chinese
retaliatory response.

AUD

e AUD closed flattish at 0.6801 as AUD recovers from multi-month lows on better
commaodity prices.

e We remain bearish AUD over the short and medium term as risk aversion
continue to dominate market trading and we look towards RBA meeting and
statement due this week for medium term guidance.

SGD

e SGD closed flattish against the USD at 1.3773 torn between a higher EUR and
higher USD against EM currencies.

e We are bearish SGD over the short and medium term as trade issues will likely
continue to weigh on EM currencies as a whole with little resolution in the short
term likely.
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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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