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Daily Market Highlights
Key Takeaways

us v

»  Wall Street stocks managed to eke out tiny gains overnight, boosted by Japan ¥
tech shares ahead of Fed Chair Jerome Powell’s two-day testimony P .

Australia v

before Congress, the FOMC June meeting minutes as well as next week’s

second quarter earnings season. The S&P 500 and NASDAQ closed 0.1%

and 0.5% higher while the Dow fell 0.1%. Treasuries yield went up slightly with What's Coming Up Next
10Y UST yield picking up 1bp to 2.06%. Crude oil prices rose a little — WTI
settled 0.3% higher at $57.83/barrel and Brent crude edged up by only 0.1% Major Data

to $64.16/barrel. At home, BNM held OPR steady at 3.0%, taking cognizant >  US MBA Mortgage Applications, Wholesale Inventories

of continuous moderate expansion in both the world as well as Malaysian » UK Monthly GDP, Industrial Production, Visible Trade Balance
economy and maintained a neutral stance, suggesting that the central bank > Japan PPI
>

has no plans for another adjustment in the OPR in the near term. China CPI, PPI
»  Data skewed to the downside. America’s small business owners turned less
optimistic last month as the NFIB Small Business Optimism Index fell 1.7pts to
completely reverse May’s gain. Japan wage growth slipped further in May by
0.2%, raising concerns over whether consumers spending could weather

Major Events
»  Jerome Powell testifies before Congress
»  FOMC June Meeting Minutes

through the upcoming sales tax hike in October. Australia business confidence
lost momentum again as the headline NAB Business Confidence Index fell
back to below average levels in June at +2.0.

Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
» The dollar index closed 0.15% stronger at 97.521 as the USD continues to EURUSD 1.1150  1.1170 1.1204 11230  1.1260 3
benefit alongside UST yields as market repositioning continues. USD is GBPUSD 1.2400  1.2425 1.2455 1.2475  1.2500
expected to stay firm today although we remain bearish on USD in the USDIJPY  108.20 108.50 108.97 10010  109.40 2
medium term as the Fed is still expected to cut rates at the end of this month,
i . . . . . ) i AUDUSD  0.6880 0.6900 0.6927 0.6950 0.6975 N
while any positive US-China trade headlines in this period could drive down the
USD. EURGBP  0.8950 0.8975 0.8997 0.9030 0.9050 ?
» MYR closed flattish at 4.1415 in another subdued trading day as the USD USDMYR 4.1350  4.1400 4.1450 41500  4.1550 >
tries to e?<tend |tls recent gains. MYR could continue to rangetljade today l?ut EURMYR 46150  4.6300 4.6440 46600  4.6750 a
we remain bearish MYR over the short term as market expectations of a series
. . . . -, JPYMYR 3.7850 3.8000 3.8045 3.8250 3.8400 3
of rate cut expectations continue to dim and markets continue to reposition for
the shorter term to better reflect this ahead and during Fed speaks. GBPMYR 51400 5.1600 51630 51800 52000 3
SGDMYR  3.0375 3.0400 3.0435 3.0450 3.0475 b
» SGD closed 0.12% weaker at 1.3615 in line with USD strength. We remain AUDMYR  2.8500  2.8600 2.8700 2.8800  2.9000 3
cautiously bearish SGD over the short term as market continues to reposition. NZDMYR  2.7150 2.7300 2.7370 2.7500  2.7600 3
In the more medium term, Fed speaks and US-China trade talk outcomes are
ety o el Gl e fof e (22 USDSGD 13550 1.3580  1.3624  1.3650  1.3670 2
EURSGD 1.5225 1.5240 1.5260 1.5300 1.5325 >
GBPSGD 1.6870  1.6920 1.6976 1.7030  1.7100 N
AUDSGD  0.9380 0.9400 0.9435 0.9450 0.9500 N

* 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 % YTD %
KLCI 1,682.87 . -0.46 CRB Index 180.71 0.01 6.42
Dow Jones Ind. 26,783.49 . 14,82 WT| oil ($/bbl) 57.83 0.29 27.35
S&P 500 2,979.63 | 18.86 Brent oil ($/bbl) 64.16 0.08 19.26
FTSE 100 7,536.47 . 12.01 Gold (S/oz) 1,397.61 0.15 8.79
Shanghai 2,928.23 . 17.42 CPO (RM/tonne) 1,868.50 -0.61 -4.30
Hang Seng 28,116.28 . 8.79 Copper ($/tonne) 5,822.00 -1.19 -2.40
STI 3,329.46 . 8.50 Rubber (sen/kg) 477.50 | -1.75 25.99

Source: Bloomberg
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> Macroeconomics

MA BNM OPR 9Jul
US NFIB Small Business Jun
Confidence v
JP Labour Cash Earnings Ma
YOY y
JP Machine Tool Orders
Jun P
YOY
AU NAB Business
Jun
Confidence
AU NAB Business
B Jun
Conditions
AU Westpac consumer Jul
confidence

Source: Bloomberg

Actual

3.00%

103.3

-0.2%
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3.00%
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-0.3%
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-27.3%

100.7

Survey

3.00%

103.1

-0.6%

e US small business owners turned less optimistic amidst uncertainty: The
NFIB Small Business Optimism Index fell to 103.3 in June (May; 105.0), more
than reversing the gain posted in the previous month as America’s small
business owners’ optimism took a modest downturn. Six components fell last
month - among them, plans to increase hiring, capital spending and
expectations of higher sales, mainly related to the increased uncertainty in the
general outlook as growth is poised to slow amidst still unresolved global trade
dispute. The Uncertainty Index rose substantially by 7pts to the highest level
since Mar-17. The percentage of businesses who expect the economy to
improve was unchanged from previous month.

Japan wage growth slipped further in May: Labour cash earnings fell 0.2%
YQY in May (Apr: -0.3% revised), marking its fifth consecutive month of decline.
In additions, wages also fell more than initially expected in April, raising
concerns over whether consumers could weather through the upcoming sales
tax hike in October. Within cash earnings, contracted earnings fell for the fifth
month while bonus payout increased for the first time in five months. Separately,
machine tool orders declined 38% YOY in June (May: -27.3%) according to a
preliminary reading, its largest drop in nearly a decade, confirming that a global
economic slowdown is dragging Japan’s manufacturing sector.

Australia business confidence fell back to below average: Australia
business confidence lost momentum again as the headline NAB Business
Confidence Index fell back to below average levels in June at +2.0 (May: +7.0)
after a jump in the previous month following the federal election and increased
clarity around RBA rate cuts. Despite the improvement in the Business
Conditions Index (+3 vs +1), forward orders continued to remain in negative
territory at -4 (May: -4), suggesting that a near-term turnaround in business is
unlikely. Overall surveys also point to weak inflationary pressure in the economy
as final products price inflation was unchanged and retail prices were reported
to have declined significantly this month.

Australia consumer confidence fell despite rate cuts and tax relief: The
Westpac-Melbourne Institute Consumer Sentiment Index fell 4.1% MOM to 96,5
in July (Jun: 100.7), a troubling sign according to Westpac as “it comes against
what should have been a supportive backdrop for confidence” following the RBA
second rate cut earlier this month and the passage of a federal government’s
tax relief package at Parliament, The index is now at its two-year low with the
main driver being the deepening concerns over the Australian economic outlook
and prospects for family finances.

BNM stood pat and maintained neutral tone: BNM left the Overnight Policy
Rate (OPR) unchanged at 3.00% as expected, taking cognizant of continuous
moderate expansion in both the world as well as Malaysian economy. BNM
assessment on the global economy remains decent, reiterating continued
moderate expansion in the global economy, citing firm labour market conditions
in the advanced economies. On the domestic front, it remained optimistic that
domestic demand will continue supporting growth in the Malaysian economy as
slower global demand and longstanding trade conflicts weighed on the external
sector. BNM also maintained its baseline growth projection of 4.3-4.8% for
2019, and reiterated potential downside risks to this forecast despite earlier
whispers that growth could achieve close to 5.0% this year. We are maintaining
our house view for the Malaysian economy to expand by 4.7% YOY this year,
with a downward bias towards 4.3-4.4% should the external sector worsen more
than expected. Headline inflation is expected to pick up in the coming months
as the impact of the changes in consumption tax policy lapses, in line with our
projection. Today’s policy statement remained very much neutral in our view
despite reiteration of downside risks to overall growth outlook, suggesting BNM
has no plans for another adjustment in the OPR in the near term. We therefore
maintained our view for BNM to stay pat at 3.00% for the rest of the year.
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Economic Calendar

Date Country Events Repo_rting Survey Prior Revised
Period
10/07 us MBA Mortgage Applications Jul 5 -- -0.1% --
Wholesale Inventories MOM May F 0.4% 0.4% --
11/07 FOMC Meeting Minutes 19 Jun -- - --
Initial Jobless Claims 06 Jul 221k 221k -
CPI YOY Jun 1.6% 1.8% --
10/07 UK GDP monthly MOM May 0.3% -0.4% --
Industrial production MOM May 1.5% -2.7% --
Visible trade balance May -£12,550m  -£12,113m -
11/07 RICS House Price Balance Jun -12.0% -10.0% -
10/07 Japan PPI YOY Jun 0.4% 0.7% --
10/07 China CPI YOY Jun 2.7% 2.7% --
PPI YOY Jun 0.2% 0.6% --
10/07 Australia Westpac Consumer Confidence Jul -- 100.7 --
11/07 Home Loans MOM May -1.0% -1.1% -

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
1.1208
1.2465
108.85
0.6928
0.8992

4.1415
4.6405
3.8053
5.1677
3.0418
2.8735
2.7378
4.1671
0.6017
0.5306

1.3615
1.5259
1.6974
0.9433

Source: Bloomberg

DoD %

High
1.1219
1.2523
108.96
0.6975
0.9002

4.1450
4.6483
3.8114
5.1870
3.0477
2.8898
2.7478
41711
0.6023
0.5314

1.3624
1.5268
1.7032
0.9485

Low
1.1193
1.2440
108.68
0.6921
0.8956

4.1390
4.6383
3.8035
5.1622
3.0417
2.8727
2.7373
4.1617
0.6016
0.5301

1.3594
1.5239
1.6933
0.9423
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> Forex

MYR

e MYR closed flattish at 4.1415 in another subdued trading day as the USD
tries to extend its recent gains.

e MYR could continue to rangetrade today but we remain bearish MYR
over the short term as market expectations of a series of rate cut
expectations continue to dim and markets continue to reposition for the
shorter term to better reflect this ahead and during Fed speaks.

usD

e The dollar index closed 0.15% stronger at 97.521 as the USD continues to
benefit alongside UST yields as market repositioning continues.

e USD is expected to stay firm today but we remain bearish on USD in the
medium term as the Fed is still expected to cut rates 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 flattish against the USD at 1.1208 as we approach key support
levels.

e Weremain cautiously bearish EUR today as we approach Friday’s low circa
1.1206. Failure to extend further decline will result in a bounce back towards
1.1250 area where short term resistance and the 100 DMA sits.

GBP

e GBP closed 0.40% weaker at 1.2465 as USD continues to extend gains.

e We remain bearish GBP as 1.2500 support breaches which opens up 1.2200
area as the next decent support which was not seen since late 2016 early
2017. In the medium term, leadership and Brexit uncertainties would likely
keep the sterling under pressure from now until 31 Oct.

JPY

e JPY finished weaker by 0.12% at 108.85 led again by higher UST yields.

e We remain bearish JPY in the short term as the market continues to
reposition. In the more medium term, we look towards Fed speak on Wed and
Thurs for further directional cues.

AUD

e AUD closed 0.68% weaker at 0.6928 as the USD continues to benefit.

e We turn bearish on AUD in the short term as it trades past 0.6948 support
and post RBA cut lows which is a bearish signal. In the medium term, we
remain neutral AUD as it will more likely be influenced by Fed decision and
US-China trade talk outcomes.

SGD

e SGD closed 0.12% weaker at 1.3615 in line with USD strength.

e We remain cautiously bearish SGD over the short term as market continues
to reposition. In the more medium term, Fed speaks and US-China trade talk
outcomes are likely to drive direction for the pair.
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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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