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» US stocks fell from record highs, weighed down by falling energy shares Eurozone >

amidst a plunge in oil prices on concerns over bank’s profitability as well as UK A
Trump’s latest trade comments. The earnings season kicked off this week, following Australia

Citibank mixed results on Monday, JP Morgan and Wells Fargo both reported upbeat
profits but weakening net interest incomes, adding to concerns that impending rate
cuts would further compress banks’ margins. President Trump surprised with What’s Coming Up Next
fresh China tariffs threat after a recent trade truce, saying that he could still impose

additional tariffs on China if he wants while mentioning that the US still has a long Major Data
way to go when it comes to reaching a trade deal with China. At a Bank of France »  US MBA Mortgage Applications, Housing Starts, Building Permits
event, Fed Chair Jerome Powell reaffirmed his pledge to “act as appropriate” »  Eurozone Construction Output, HICP inflation
to support US economic expansion. Treasuries yield rose by 0-2bps along the > UKCPI, PPI
curve, 10Y UST yield rose 1bp to 2.1%. Oil prices tanked after US Secretary of State . . .
»  Singapore Non-oil Domestic Exports

Mike Pompeo said that Iran is ready to negotiate over its missile program, signaling
an easing in US-Iran tension. Both Brent crude and WTI plunged by 3.2-3.3% to
$64.35 and $57/62 per barrel. Earlier, RBA minutes maintained a dovish stance, Major Events

reflecting RBA’s willingness to cut again if needed. >  US Fed Beige Book

> Overnight data bag skewed to the positive side. US retail sales data beat

expectations and overshadowed a lacklustre industrial production number, firming Daily Supports — Resistances (spot prices)*
up outlook for US consumer spending which would also mean a Fed rate cut is ill
warranted fundamentally although odds of a July cut appears unperturbed. S2 S1 Indicative R1 R2 Outlook
Sentiments remained weak in the Eurozone although a rebound in exports helped EURUSD  1.1185 1.1200 1.1211 1.1240 1.1265 h ]
lift trade surplus. Labour markets remained generally healthy in the UK with jobless GBPUSD  1.2350 1.2385 1.2409 1.2490 1.2520 >
rate steadying at 3.8% and wage growth bouncing up, overshadowing smaller job
. USDJPY  107.88 108.00 108.18 108.40  108.60 >
gains in May.
AUDUSD  0.6970 0.7000 0.7019 0.7050 0.7070 2
> The greenback rallied on strong US retail sales. The dollar index edged up b
9 , 9 ' , ged up by EURGBP 08980 0.000  0.9035  0.9045 0.9050 >
0.48% to 97.395, while USD strengthened against all its G10s peers. Dollar strength
is likely a brief one in our view as we remain bearish on USD in the medium term
in anticipation of a July rate cut. Strong retail sales or any slightly positive US data USDMYR  4.1050 4.1100 4.1130 41150 4.1175 2
would not deter the Fed from delivering a much-awaited cut on 31 July mainly EURMYR  4.6010 4.6050 46117 46165 4.6265 N
because global growth outlook generally skews to the downside and inflation is far
e 50, JPYMYR 3.7830 3.7910 3.8018 3.8130 3.8165 b
off from the Fed’s 2% target.
GBPMYR  5.1000 5.1015 5.1045 5.1100 5.1190 b
» MYR finished mildly weaker by 0.07% against the USD at 4.1115 on Tuesday. We SGDMYR  3.0240 3.0260 3.0271 3.0320 3.0350 a
are bullish on USDMYR today as the greenback strengthened across the
‘ v 2 e , AUDMYR 28793 28830 28871 28900 28950 >
board, taking cue from the rally in the dollar index overnight after US retail sales
surprised to the upside. In the medium term, we remain bearish on USDMYR as NZDMYR  2.7515 2.7545 2.7608 2.7690  2.7720 >
expectations over a Fed rate cut in late July firmed up in recent weeks and on
generally dovish global central banks. USDSGD 13550  1.3565 1.3587  1.3600  1.3630 >
» SGD closed 0.17% weaker against the USD at 1.3585 amidst broad dollar EURSGD 15190 1.5210 1.5237 1.5250 1.5270 >
strength. We are neutral on USDSGD today as the effect of dollar strength is GBPSGD  1.6830 1.6845 1.6866 1.6900 1.6985 N
expected to fade on the currency pair, but we remain bullish SGD in the medium AUDSGD  0.9500 0.9510 0.9537 0.9550 0.9570 >

term as yield differentials are likely to narrow as the Fed is expected to cut rate in

late July. In the more medium term, key driver for SGD remains US-China trade * at time of writing
2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss

headlines.
Last Price Last Price
KLCI 1,668.94 -0.21 [| -1.28 CRB Index 180.08 E -1.64 6.06
Dow Jones Ind. 27,335.63 -0.09 17.18 WTI oil ($/bbl) 57.62 ﬁ -3.29 26.89
S&P 500 3,004.04 -0.34 19.83 Brent oil ($/bbl) 64.35 |I -3.20 19.61
FTSE 100 7,577.20 0.60 12.62 Gold (S/oz) 1,406.23 E -0.56 9.53
Shanghai 2,937.62 -0.16 17.79 CPO (RM/tonne) 1,880.00 : 0.56 |] -3.71
Hang Seng 28,619.62 0.23 10.73 Copper ($/tonne) 6,012.00 i 0.48 0.79
STI 3,360.03 0.36 9.49 Rubber (sen/kg) 471.00 E -0.53 24.27

Source: Bloomberg
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For Actual Last Survey e Upbeat retail sales overshadowed weak headline industrial output: Data
US Import Price Index 0 0.0% \;vljerre_ mixed in the U$ docket. What caL_Jght att_ention overnigh; was the
MOM Jun . (revised) 0.2% prisingly upbeat re.ta|| sales data - Hgadllne retail sales rose 0.4% MOM in
0.4% June (May: +0.4% revised). Notably retails sales for a so-called control group or
. 0.4% : core retail sales, which many see as a more relying measure of underlying
us Reta!I Sales MOM Jun (revised) 0.2% consumer spending notched a solid 0.7% MOM gain (May: +0.6% revised),
US Retail Sales Control 0.7% 0.6% effectively firming up expectations over US consumer spending outlook. On the
Group Jun (revised) 0.3% production front, industrial output turned out flat in June (+0.4%) mainly because
US Industrial Production 0.0% 0.4% 0.1% of the 3.6% MOM plunge in utilities offset the rise in both manufacturing and
MOM Jun mining output. The Fed said that milder-than-usual temperatures in June had
US NAHB Housing ul 65.0 640 64.0 reduced the demand for air conditioning. Manufacturing production picked up by
Market Index 0.4% MOM (Apr: +0.2%), its largest gain since December last year, easing some
€15.7b concerns over a downturn in US factories. Meanwhile, the NAHB housing market
EUTrade Balance SA May €20.20 (revised) €17.80 index, a gauge of US homebuilders’ sentiments came in slightly higher at 65 in
EU ZEW Survey July (Jun: 64) as developers expect better current and future sales of single
Expectations Jul 203 202 B family units as well as improved buyers traffics, amidst expectations of lower
UK Average Weekly Vi 34% 3.29% 21% future bo.rr0W|'ng cost as the Fed cyts rate Iater.thls month. Last. bu't not Iea.st,
Eamings 3MYOY . (revised) : import prices index fell 0.9% MOM in June (May: 0.0% revised), its first decline
UK ILO Unemployment since December last year, leaving the index to slip further by 2.0% YOY (May: -
Rate 3Mihs May 3.8% 3.8% 3.8% 1.1%). This affirmed that tariffs have little impacts on consumer goods and
imported inflation in general.

UK Employment Change May 28K 22k 45K
SWSM ) German investor confidence plunged further this month; Eurozone trade
IIAz W(:/Tg)lac Leading Jun -0.08% ('0'Q72) - surplus increased: Investor confidence deteriorated further in the Eurozone’s

ndex revise

Source: Bloomberg

largest economy as the ZEW Economic Sentiment Index for Germany dived
deeper into the negative territory at -24.5 in July (Jun: -21.1) after experiencing
a sharp fall last month. The decline was the index’s third successive monthly fall
as investors became ever more pessimistic over the country’s economic outlook.
German industrial sector had fallen victim to a new vehicle emission rule last
year and has since then failed to recover thanks in large part to the synchronized
slowdown in global manufacturing sector amidst ongoing trade uncertainties.
The similar index for the Eurozone also fell to -20.3 (May: -20.2), a marginal
decline, but nonetheless confirming investors’ pessimism over the bloc’s growth
outlook. Separate release by the Eurostat showed that Eurozone trade surplus
widened to €20.2b in May (Apr: €15.7b revised) as exports rebounded to
increase 1.4% MOM (Apr: -2.5%) while imports dropped at a steady pace of
1.1% MOM (Apr: +1.1%).

UK job report flashed mixed signals on labour market; BOE likely to stay
pat: The ONS reported that the UK economy added 28k new jobs in the three
months to May (Apr: +32k), below what analysts had earlier expected, confirming
that hiring has slowed in the economy. Despite that, unemployment rate stayed
unchanged at a historically low of 3.8% (Apr: 3.8%), due to a lower participation
rate. Meanwhile, average weekly earnings inclusive bonus payments rose back
to 3.4% YOY in the three months to May (Apr: +3.2% revised). Growth in basic
pay (earnings excluding bonus) accelerated to 3.6% YOY (Apr: +3.4%), the
highest in more than a decade as wage growth surged amidst a tight labour
market. The overall job report offered a mixed picture of the UK labour market-
the softer pace of hiring was consistent with the slower growth outlook for the
UK as pre-Brexit deadline activities unwound in recent months. Higher wage
growth meanwhile could lead to a pass-through of cost to consumer, leading CPI
to jump back above the BOE’s 2% target. Weighing the above, we judge that the
BOE is unlikely to follow in the footstep of other global central banks in easing
monetary policy and will mostly refrain from adjusting the Bank rate this year
barring from any unexpected shocks from Brexit.
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Australia RBA willing to cut rate if needed according to minutes: The
latest RBA meeting minutes suggests that the central bank is willing to cut the
cash rate further even after two successive cuts in Jun and early July in a bid
to support the slowing economy. Labour market remains the key indicator for
the central bank’s next move as it said that it would “continue to monitor
developments in the labour market closely and adjust monetary policy if
needed” to support growth and to achieve inflation target. While it noted that
outlook for the global economy remained reasonable, trade related downside
risks to global growth and ongoing subdued inflation has spurred increased
expectations that major central banks would ease monetary policy. On the
domestic front, outlook for consumption remained uncertain. Further
improvement in the labour market would be required for wage growth to
increase materially. The main channels through which lower interest rates
would support the economy were a lower value of exchange rate. A further
reduction in interest rates would support the necessary growth in employment
and incomes, and promote stronger overall economic conditions, which would
in turn support a gradual increase in underlying inflation.

Australia leading index improved but remained negative: Australia
Westpac leading index slipped for the third straight month by 0.08% in June
(May: -0.07% revised). The 6-month annualized growth rate, a gauge of 3-9
month growth outlook rose to -0.02% (May: -0.47%) driven by the
improvement in commodity prices, stock markets and dwelling approvals but
nonetheless remained negative and below trend.

Economic Calendar

Date Country
17/07 us
18/07

17/07 Eurozone
17/07 UK
18/07

18/07 Japan
17/07 Singapore
18/07 Australia

Source: Bloomberg

Events

MBA Mortgage Applications
Housing Starts MOM

Building Permits MOM

U.S. Federal Reserve Releases Beige Book

Philadelphia Fed Business Outlook

Initial Jobless Claims

Leading Index

Construction Output MOM
CPI Core YOY

CPI YOY

CPI YOY

PPI Output NSA YOY

Retail Sales Inc Auto Fuel MOM
Trade Balance

Exports YOY

Non-oil Domestic Exports YOY
Employment Change
Unemployment Rate

NAB Business Confidence

Rii?iré:]g Survey Prior Revised
Jul-12 - -2.4% --
Jun -0.7% -0.9% -
Jun 0.1% 0.3% 0.7%
Jul 5.0 0.3 --
Jul-13 216k 209k --
Jun 0.1% 0.0% -
May - -0.8% -
Jun F 1.1% 0.8% --
Jun F 1.2% 1.2% --
Jun 2.0% 2.0% -
Jun 1.7% 1.8% --
Jun -0.3% -0.5% --
Jun -¥403.5b -¥967.1b -¥968.3b
Jun -5.4% -7.8% -
Jun -9.6% -15.9% --
Jun 9.0k 42.3k --
Jun 5.2% 5.2% -
2Q -- -1.0 -
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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
1.1211
1.2407
108.24
0.7012
0.9036

41115
4.6180
3.8056
5.1256
3.0294
2.8902
2.7649
4.1775
0.5979
0.5259

1.3585
1.5230
1.6855
0.9527

Source: Bloomberg

DoD %

0.04

0.0

ob
0.01
0.17

High
1.1263
1.2521
108.38
0.7044
0.9048

4.1130
4.6315
3.8110
5.1471
3.0322
2.8952
2.7689
4.1783
0.5984
0.5261

1.3587
1.5278
1.6982
0.9551

1.1202
1.2397
107.82
0.7010
0.8994

4.1060
4.6178
3.8008
5.1190
3.0271
2.8879
2.7601
4.1695
0.5974
0.5246

1.3556
1.5218
1.6832
0.9523
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MYR

o MYR finished mildly weaker by 0.07% against the USD at 4.1115 on Tuesday.

e We are bullish on USDMYR today as the greenback strengthened across
the board, taking cue from the rally in the dollar index overnight after US retail
sales surprised to the upside. In the medium term, we remain bearish on
USDMYR as expectations over a Fed rate cut in late July firmed up in recent
weeks and on generally dovish global central banks.

usD

e The greenback rallied on strong US retail sales. The dollar index edged up by
0.48% to 97.395, while USD strengthened against all its G10s peers.

Dollar strength is likely a brief one in our view as we remain bearish on USD in
the medium term in anticipation of a July rate cut. Strong retail sales or any
slightly positive US data would not deter the Fed from delivering a much-awaited
cut on 31 July mainly because global growth outlook generally skews to the
downside and inflation is far off from the Fed’s 2% target. Furthermore, Fed Chair
Jerome Powell noted in a Paris speech overnight the influence of global central
banks’ actions on Fed policy, implying that the Fed would lean in the currently
dovish trend in global monetary policy making.

EUR

e EUR closed 0.42% weaker against the USD at 1.1211 on upbeat US retail
sales.

e We are neutral to slightly bearish on EUR today as EUR looks set to test the
1.1200 support level. We remain bullish EUR in the medium term as the Fed
is expected to cut rate later this month while the ECB still refrains from any rate
adjustments.

GBP

e GBP closed 0.87% weaker against the USD at 1.2521, its largest fall in more
than three months after yesterday’s job report reported a surge in UK wage
growth followed by upbeat US retails sales.

e The cable will be driven by today’s CPI number of which a reading above 2%
is likely sending the pound upwards. In the medium term, we remain bearish
on GBP on UK leadership and Brexit uncertainties.

JPY

e JPY finished 0.31% weaker at 108.24 against the USD amidst broad dollar
strength.

e We are neutral on the currency pairs today and remain bullish on JPY in
the medium term due to upcoming Fed rate cut in late July and unresolved
global trade disputes.

AUD

e AUD closed 0.33% lower at 0.7012 against the USD on broad dollar strength,
as markets largely shrugged off RBA minutes.

e We are neutral and slightly bullish on AUD today as AUD looks set to reverse
some losses made overnight and markets likely stay cautious ahead of
tomorrow’s Aussie job report. We remain bullish on AUD in the medium term
over an impending Fed rate cut.

SGD

e SGD closed 0.17% weaker against the USD at 1.3585 amidst broad dollar
strength.

e We are neutral on USDSGD today as the effect of dollar strength is expected to
fade on the currency pair, but we remain bullish SGD in the medium term as yield
differentials are likely to narrow as the Fed is expected to cut rate in late July. In
the more medium term, key driver for SGD remains US-China trade headlines.
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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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