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Global Markets Research

Daily Market Highlights
Key Takeaways

»  Wall Street extended rallies on Friday as a weaker-than-expected job Us v
report reaffirmed the possibility of a Fed rate cut. Sentiments was also UK *
Japan >

lifted over progress in US-Mexico talks which subsequently led to an
announcement of an immigration deal on Saturday. President Trump
cancelled his Mexico tariffs, originally slated to go live on Monday, narrowly
averting an escalation of a trade war between the two countries. The Dow
added 1.0% while the S&P 500 and NASDAQ gained 1.1% and 1.7%. ’ .

Treasuries yield continued to fall as investors increased bets on a Fed rate What's Commg Up Next
cut, with markets now pricing in a 66.8% chance of a cut in the July FOMC Major Data

meeting as of writing. 10Y UST vyield lost 4bps to 2.08%. The greenback >
weakened against all G10s currencies and the dollar index slipped by 0.5%
to 96.54. Crude oil prices jumped by 2.6-2.7%, Brent settled at $63.29/barrel
and WTI at $53.99/barrel.

UK GDP, Industrial Production, Visible Trade Balance
»  Japan Eco Watchers Survey Indexes
»  China External Trade Report

Major Events
» On the data front, US job data disappointed with nonfarm payrolls

clocking in at a mere 75k in May. Wage growth slowed to 3.1% YOY > Nil
while unemployment rate stayed at 3.6%. Wholesale inventories rose
0.8% MOM in April. In the UK, the Halifax house price index beat
expectations to increase 5.2% YOY in the three months to May. Japan final
1Q GDP growth was revised higher to 0.6% QOQ, but leading indicators s2 s1

Daily Supports — Resistances (spot prices)*

Indicative R1 R2 Outlook

NG L) EURUSD 11250 11280 11324 11330 1.1360 2

> The Dollar index closed lower by 0.45% at 96.586 as the broad USD GBPUSD  1.2650  1.2700 12725 12750 - 1.2775 2
weakness stayed extended on weak jobs data. We remain bearish USD as USDJPY  107.80 108.10 108.43 108.75  109.00 3
dovish Fed rhetoric is further supported by weak jobs data which in turn, AUDUSD  0.6950 0.6975 0.6995 0.7025  0.7050 2
further supports the view of an impending Fed rate cut in July. EURGBP  0.8850  0.8875 0.8900 0.8925  0.8950 2

» MYR closed 0.37% stronger against the USD at 4.1590 on overall USD USDMYR 4.1525  4.1550 4.1570 41600  4.1630 .
weakness. We remain bullish MYR in the short term as weak jobs data in EURMYR  4.6650 4.6800 4.7080 47200  4.7350 N

the US helps reinforce expectations of an upcoming Fed rate cut. JPYMYR  3.8100 3.8300 3.8349 38500  3.8700 9

»  SGD closed stronger by 0.15% at 1.3620 against USD amidst broad USD GBPMYR 52600  5.2800 52910 53200 53400 3
weakness. We remain cautiously bullish SGD over the short term as SGDMYR  3.0400 3.0450 3.0490 3.0550  3.0600 3
markets readjust according to Fed rate cut expectations but remain wary as AUDMYR  2.8750  2.8900 2.9075 29150  2.9250 3
trade and global growth worries continue to linger. NZDMYR  2.7450 2.7600 2.7685 27700  2.7850 3
USDSGD  1.3600 1.3620 1.3635 1.3660 1.3690 b

EURSGD  1.5370 1.5410 1.5445 1.5470 1.5500 >

GBPSGD  1.7250 1.7300 1.7350 1.7400 1.7500 >

AUDSGD  0.9480 0.9500 0.9538 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 DoD % YTD % Name Last Price DoD % YTD %
KLCI 1,649.33 0.32 ¥ -2.44 CRB Index 174.42 0.32 2.72
Dow Jones Ind. 25,983.94 1.02 11/39 WTI oil ($/bbl) 53.99 2.66 18/89
S&P 500 2,873.34 1.05 14.62 Brent oil ($/bbl) 63.29 2.63 18.74
FTSE 100 7,331.94 0.99 8.97 Gold (S/oz) 1,340.86 0.41 4.08
Shanghai* 2,827.80 [ -1.17 13.39 CPO (RM/onne) 1,989.00 -0.08 1.87
Hang Seng* 26,965.28 0.26 4.33 Copper ($/tonne) 5,799.00 -0.15 |] -2.78
STI 3,166.29 0l64 3.18 Rubber (sen/kg) 503.50 1.72 32.85

*Closing for 06 June
Source: Bloomberg
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IS, - <croeconomics

US Change in Nonfarm
Payroll

US Unemployment Rate

US Average Hourly
Eamnings YOY

US Wholesale
Inventories MOM

UK Halifax House Prices
YOY

JP GDP SAQ0Q
JP Leading Index
JP Coincident Index

Source: Bloomberg
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Poor US job gains sparked hope on rate cut: Hiring slowed in the US
in May as nonfarm payroll came in at a mere 75k (Apr: 224k revised). Job
count for March and April were also revised lower by a net reduction of
75k, suggesting that job growth has come off its peak in recent months
and began to emanate signs of weakening. May job gain was a plain
disappointment as a Bloomberg survey had put consensus estimate at
175k. The number echoed the also weaker than expected ADP private
payroll report which had come in at a tiny 27k. Growth in average hourly
earnings also missed estimates, easing to 3.1% YOY (Apr: +3.2%)
indicating a slower upturn in wage growth. Meanwhile the household
survey shows that unemployment rate was unchanged at 3.6% with
participation rate remaining the same at 62.8%. Friday’s job report was
clearly a disappointment, spurring further talks that the Fed may deliver a
rate cut this summer, after all a strong labour market has been the Fed’s
most convincing reason to hold back from slashing the fed fund rate,
against a backdrop of muted inflation. The central bank’s next meeting is
on 18-19 June and many are expecting a cut in the July meeting. As of
writing, markets are pricing in a 66.8% chance of a 25bps cut in the July
meeting. Other data release for the US was the final reading of wholesale
inventory which rose 0.8% MOM in April (Mar: 0.0%), as firms increased
their inventory investment after spending an extended period of time
clearing the overhang created since late last year.

Halifax said the increase in UK house prices a sign of stability: The
Halifax house price index beat expectations, clocking in a MOM gain of
0.5% in May (Apr: +1.2% revised) while on a yearly basis, prices rose by
an impressive 5.2% in the three months to May (Apr: +5.0%) due to low
base effect. Halifax said the latest upturn in prices was a sign of stability
in the UK housing market which is underpinned by the “twin factors of high
employment and low interest rates”.

Japan final GDP growth revised higher; leading indicators appeared
mixed: The final reading of Japan'’s first quarter GDP growth was revised
higher from 0.5% QOQ to 0.6% QOQ as expected (4Q: +0.5%) as the
economy grew further following the recovery in 4Q last year. Leading
indicators however appeared mixed ahead of October’s sales tax hike —
the Economic and Social Research Institutes’ leading index fell to 95.5 in
April (Mar: 95.9) according to a preliminary reading, pointing to a subdued
outlook for the economy. In contrast, the present economic conditions
appeared more favourable as its coincident index rose to 101.9 (Mar:
99.4).
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Economic Calendar

Date Country Events Repo_rting Survey Prior Revised
Period
11/06 Malaysia  |ndustrial Production YOY Apr 2.5% 3.1% -
Foreign Reserves 31 May -- $102.8b --
11/06 us NFIB Small Business Optimism May 101.8 103.5 -
PPI Final Demand YOY May 2.0% 2.2% --
10/06 UK GDP MOM Apr -0.1% -0.1% --
Industrial Production MOM Apr -1.0% 0.7% --
Visible Trade Balance Apr -£13,000m -£13,650m -
11/06 Average Weekly Earnings 3M/YOY Apr 3.0% 3.2% --
ILO Unemployment Rate 3Mths Apr 3.8% 3.8% --
10/06 Japan Eco Watchers Survey Current Outlook May 455 45.3 --
Eco Watchers Survey Outlook May 48.0 48.4 --
11/06 Machine Tool Orders YOY May P - -33.4% -
10/06 China Exports YOY May -3.9% -2.7% -
Imports YOY May -3.5% 4.0% --
Trade Balance May $23.3b $13.84b -

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
1.1334
1.2737
108.19
0.7001
0.8898

4.1590
4.6818
3.8337
5.2894
3.0431
2.8998
2.7550
4.1858
0.6040
0.5304

1.3620
1.5434
1.7344
0.9536

Source: Bloomberg
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»Forex

MYR

e MYR closed 0.37% stronger against the USD at 4.1590 on overall USD
weakness.

e We remain bullish MYR in the short term as weak jobs data in the US helps
reinforce expectations of an upcoming Fed rate cut.

usD

e The Dollar index closed lower by 0.45% at 96.586 as the broad USD
weakness stayed extended on weak jobs data.

e We remain bearish USD as dovish Fed rhetoric is further supported by weak
jobs data which in turn, further supports the view of an impending Fed rate cut
in July.

EUR

e EUR closed 0.51% stronger at 1.1334 against USD on the back of broad
USD weakness.

¢ Weremain bullish on EUR as the overall outlook continues to favour a weaker
USD due to the ECB promising that interest rates would remain at their present
level at least through to 1H of 2020 vis-a-vis expectations of a Fed rate cut.

GBP

e GBP closed 0.34% higher at 1.2737 in line with broad USD weakness.

e GBP continues to remain bearish below 1.29 pivot and on nagging Brexit
issues but we have to respect the broad USD move lower as USD index moves
into bearish territory, that would keep the sterling supported.

JPY

e JPY closed 0.19% stronger at 108.19 even against a strengthening
greenback underpinned by demand for refuge.

We remain bullish JPY as lower UST vyields alongside Fed rate cut
expectations coupled with global growth and trade worries will keep JPY
supported overall.

AUD

e AUD closed 0.34% stronger at 0.7001 against the USD.

e We remain bullish on AUD as despite a RBA rate cut, AUD still managed to
cling on to gains to trade circa the 0.70 handle on renewed risk appetite thanks
to Fed rate cut expectations. A potential Fed rate cut is being viewed positively
as it is expected to help soothe concerns over rapidly dwindling growth in the
wake of unresolved trade spat.

SGD

e SGD closed stronger by 0.15% at 1.3620 against USD amidst broad USD
weakness.

e We remain cautiously bullish SGD over the short term as markets readjust
according to Fed rate cut expectations but remain wary as trade and global
growth worries continue to linger.
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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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