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US stocks jumped overnight after President Trump announced that he would meet
President Xi at the G20 Summit in Japan later this month and trade talks between
both countries would restart after the meeting. Alongside rising trade optimism was Japan
the expectation of the Federal Reserve’s signal of a rate cut on Wednesday to support
the economy. Trade sensitive industrials shares rose 1.9% and was the biggest winner
of the day, followed by the tech sector (+1.7%). The three US equity benchmark added
1.0-1.4%. Earlier, ECB chief Mario Draghi’s remark that “additional stimulus will
be required” if outlook didn’t improve at the central bank’s annual forum in Portugal
was widely seen as a sure sign of more easing ahead. Draghi’'s speech led Major Data
European stocks to rally and depress German bund yield by 8bps to a record low of -
0.32%. 10Y UST yield followed suit, losing 3bps to 2.06%, its lowest since Sep-17.
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What’s Coming Up Next

»  US MBA Mortgage Applications

Crude oil prices gained traction on trade optimism and a draw on API crude » UK CPI, PPI, CBI Trends Total Orders
stocks - WTI bounced up by 3.8% to $53.90/barrel and Brent picked up 2.0% to > Australia Westpac Leading Index
$62.14/barrel. Earlier, a dovish RBA June meeting minutes hinted more rate cuts in Major Events

the months ahead. Markets now priced in a higher chance of a rate cut in its next July

meeting. »  FOMC Rate Decision

» US housing data were mixed in general as housing starts fell 0.9% MOM in May
after two months of gains. Building permits which offers a hint on future housing starts
meanwhile picked up a modest 0.3% MOM. In Europe, German investors’ Daily Supports — Resistances (spot prices)*
confidence collapsed as the ZEW Economic Sentiment Index for Germany plunged

to -21.1 this month. A similar gauge for the Eurozone outlook also dipped to -20.2. S2 S1 Indicative R1 R2 Outlook
The final Eurozone HICP inflation reading for May was unrevised at 1.2% YOY, EURUSD 11170  1.1185 1.1199 11210 11225 2
a sharper slowdown from April’s 1.7%. Similarly, core inflation was left unchanged GBPUSD  1.2500 1.2541 1.2565 1.2600 1.2648 3
0, n 3 " o,
at 0.8% YQY, much softer than previous month’s reading of 1.3%. USDJIPY 108.15 108.30 108.58 108.70 108.75 N
. ) AUDUSD  0.6830 0.6849 0.6882 0.6900  0.6927 3
» The Dollar Index rose 0.09% to 97.644 led mainly by the fall in the EUR after ECB
EURGBP  0.8881 0.8900 0.8914 0.8952 0.8975 >

chief Mario Draghi hinted at more stimulus. USD traded mixed against G10s. We
maintain USD bearishness in the medium term on Fed rate cut expectations and

will be looking to FOMC statement due 2am and Jerome Powell’s press conference USDMYR 4.1650  4.1700 4.1720 4.1750  4.1800 2
for further guidance. .As ment.loned befor.e, the Fed is weighing ml.xed economic data EURMYR  4.6700 46717 46736 46778 4.6964 2

from the manufacturing, retail and housing sector and has a vexing task to craft an
appropriate message to the markets. Futures show that markets are still pricing in 4 JPYMYR 3.8350 3.8400 3.8454 3.8500  3.8640 >
cuts by the end of 2020 and we may see some short term volatilities should the Fed GBPMYR 52295  5.2400 5.2436 5.2500  5.2655 3
turns out less dovish than expected. SGDMYR  3.0450  3.0500 3.0531 3.0560  3.0600 >
AUDMYR  2.8605 2.8700 2.8707 2.8790 2.8840 b

» MYR finished 0.12% weaker at 4.1825 on Tuesday ahead of FOMC. USDMYR
. . . NZDMYR  2.7143 2.7190 2.7255 2.7325 2.7376 b

turned bullish again supported by month-end and quarter-end hedging demand and

is likely to maintain its momentum today. Key driver in the short term remains the
FOMC statement due 2am tomorrow and Jerome Powell’s press conference where USDSGD  1.3660 1.3668 1.3674 1.3690 1.3725 >
we might see some volatilities should the Fed turned out less dovish than expected. EURSGD 1.5280 1.5290 1.5313 1.5325 1.5345 2
GBPSGD 1.7100 1.7150 1.7177 1.7200 1.7265 N

» SGD closed 0.28% higher at 1.3670 against the USD, buoyed by trade optimism
AUDSGD  0.9365 0.9390 0.9403 0.9420  0.9450 3

given the country’s exporter status. We remain neutral SGD in the short term and the
pair is likely to be supported at 1.3660 ahead of FOMC. . "
* 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 1,652.76 0.88 [] -2.24 CRB Index 176.10 0.96 3.71
Dow Jones Ind. 26,465.54 1.35 13.45 WTI oil ($/bbl) 53.90 3.79 18170
S&P 500 2917.75 0.97 16.39 Brent oil ($/bbl) 62.14 1.97 15.50
FTSE 100 7,443.04 1.17 10.63 Gold (S/oz) 1,346.61 0.52 4.94
Shanghai 2,890.16 0.09 15.89 CPO (RM/tonne) 1,981.50 -0.53 1.49
Hang Seng 27,498.77 1.00 6.40 Copper ($/tonne) 5,949.00 1.78 -0.27
STI 3,238.73 0.96 5.54 Rubber (sen/kg) 495.00 -0.40 30.61

Source: Bloomberg
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JP Trade Balance

JP Exports YOY

Source: Bloomberg
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Dovish RBA meeting minutes justified more rate cuts: The RBA newly
released meeting minutes appeared dovish, reaffirming the possibility of
another rate cut this year. Among the key points of the minutes include the
expected fall in unemployment rate and the pickup in inflation were based
on assumption of lower interest rates while the ongoing subdued
inflationary pressures reflected in part, continued slow growth in wages.
The labour market still had significant spare capacity. Members justified
cutting the cash rate citing that “a lower level of interest rates would support
growth in the economy, thereby reducing unemployment and contributing
to inflation rising to a level consistent with the target”. It also added that “the
main channels through which lower interest rates would support the
economy were a lower value of the exchange rate, reduced borrowing rates
for businesses, and lower required interest payments on borrowing by
households, freeing up cash for other expenditure”. Members judged that
a lower level of interest rates was likely to support growth in employment
and incomes, and promote stronger overall economic conditions. It was
thus appropriate to lower the cash rate by 25bps as a lower level of cash
rate would assist in reducing spare capacity in the labour market, providing
more Australians with jobs and greater confidence that inflation will return
within the medium-term target range. The minutes stated that “it was more
likely than not that a further easing in monetary policy would be appropriate
in the period ahead” suggesting that the central bank would further cut the
cash rate in a bid to support the economy. Markets are now split on the
timing of the next rate cut, pricing in 52% chance of a cut in the July
meeting, a shift from higher odds of an August cut before the minutes.

US housing starts fell in May; building permits edged up modestly:
Groundbreaking activities fell in the US last month after a sizeable gain,
suggesting that housing demand still wasn’t strong enough to sustain the
momentum in homebuilding. In May; housing starts dropped 0.9% MOM
(Apr: +6.8% revised) after increasing for two straight months. Meanwhile,
building permits, a leading indicator for housing starts picked up a modest
0.3% MOM (Apr: +0.2%) offering signs that construction of new homes in
the US would only see a little gain in the short term. Housing data remained
mixed in general as sales and prices continued to experience a rather
sluggish growth while the fall in borrowing cost pushed up mortgages
applications only occasionally. Increasing expectations over a Fed rate cut
have kept homebuilders optimistic as lower interest rates environments
tend to favour the housing market. Thus far we have yet to see any concrete
turnaround in the sector because potential buyers are adopting a-wait-and-
see approach amidst generally weaker domestic growth outlook.

Eurozone inflation slowed down sharply in May; trade balance
narrowed in April: The final reading of Eurozone HICP inflation for May
was unrevised at 1.2% YOY (Apr: +1.7%), while similarly core inflation was
left unchanged at 0.8% YQOY (Apr: +1.3%), confirming the substantial lack
of in price pressure in the euro area economy. As mentioned previously,
muted inflation together with slower growth outlook amidst external
uncertainties have been the ECB’s major obstructions to raise its key
interest rates. Official data yesterday showed that wage growth picked up
in the first quarter but it appears that firms have yet to pass on the higher
labour cost to consumers to protect their margins. The Eurostat also
published its April trade report where trade balance of the Eurozone
narrowed to €15.3b in April (Mar: €18.6b) as exports fell 2.4% MOM (Mar:
-1.2%) while imports dropped slightly by 0.8% MOM (Mar: +2.5%).
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e German investor confidence collapsed in June: Investor confidence
collapsed in the Eurozone’s largest economy as indicated by the dramatic
fall in the ZEW Economic Sentiment Index for Germany. The expectations
index which gauges investors’ outlook for the next six months deep-dived
to -21.1 in June (May: -2.1), its lowest level since November last year.
Concerns over weaker economic growth intensified this month on poor
manufacturing numbers, unresolved global trade disputes, tensions in the
Middle East and the increasing likelihood of a no-deal Brexit. The similar
index for the Eurozone also tanked to -20.2 (May: -1.6).

Japan exports fell for sixth straight months: Official data released this
morning show that Japan exports tumbled for the sixth consecutive month
by 7.8% YOY in May (Apr: -2.4%), underscoring the weakness in overseas’
demand for Japanese goods amidst unresolved global trade dispute.
Imports also fell by 1.5% YOY (Apr: +6.5% revised) after picking up in the
previous two months. The country’s trade balance swung to a deficit of
¥967.1b (Apr: +¥56.8b revised).

Economic Calendar

Date Country Events Repo.rting Survey Prior Revised
Period
19/06 us MBA Mortgage Applications Jun-14 -- 26.8% --
20/06 FOMC Rate Decision Jun-19 2.25-2.5% 2.25-2.5% --
Initial Jobless Claims Jun-15 220k 222k -
Philadelphia Fed Business Outlook Jun 10.7 16.6 --
Leading Index May 0.1% 0.2% --
19/06 UK CPI YOY May 2.0% 2.1% --
PPI Output NSA YOY May 1.7% 2.1% -
CBI Trends Total Orders Jun -11.0 -10.0 -
20/06 Retail Sales Inc Auto Fuel MOM May -0.5% 0.0% --
Bank of England Bank Rate Jun-20 0.75% 0.75% -
20/06 Japan All Industry Activity Index MOM Apr 0.7% -0.4% --
Machine Tool Orders YOY May F -- -27.3% --
BOJ Policy Balance Rate Jun-20 -0.1% -0.1% --
19/06 Australia Westpac Leading Index MOM May -- -0.09% --
20/06 zé\:ﬁ; 4 GDPSAQOQ 1Q 0.6% 0.6% -

Source: Bloomberg
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EURUSD 1.1194 1.1243 1.1181

GBPUSD 1.2558 1.2565 1.2506 |]54
USDJPY 108.45
AUDUSD 0.6877
EURGBP 0.8914

>Forex

0.8975 0.8911 l183 than expected.

. MYR finished 0.12% weaker at 4.1825 on Tuesday ahead of FOMC.
e USDMYR turned bullish again supported by month-end and quarter-end hedging
108.68 108.06 EIOB demand and is likely to maintain its momentum today. Key driver in the short term
0.6882 0.6832 u“ remains the FOMC statement due 2am tomorrow and Jerome Powell's press
conference where we might see some volatilities should the Fed turned out less dovish

USDMYR  4.1825 41840 41750 148 usb

EURVYR 46778 47030 46757 El05 e The Dollar Index rose 0.09% to 97.644 led mainly by the fall in the EUR after ECB
' ' ' ! chief Mario Draghi hinted at more stimulus. USD traded mixed against G10s.

JPYMYR 3.8612 3.8660 3.8479 2i75 « We maintain USD bearishness in the medium term on Fed rate cut expectations

GBPMYR 5.2407 52477 5.2204 'E—51 and will be looking to FOMC statement due 2am and Jerome Powell's press

30531 3.0469 044

SGDMYR 30492 economic data from the manufacturing, retail and housing sector and has a vexing task
AUDMYR  2.8612 2.8644 2.8576 [I-ll to craft an appropriate message to the markets. Futures show that markets are still
NZDMYR 27215 27225 27122 EI«OG pricing in 4 cuts by the end of 2020 and we may see some short term volatilities should
the Fed turns out less dovish than expected.
CHFMYR 4.1824 4.1975 4.1815 -&40
CNYMYR 0.6037 0.6041 0.6029 -(E,ZS EUR
HKDMYR 0.5338 0.5342 0.5331 1206 e EURUSD tanked below 1.12 support level on ECB dovish tilts and partly the poor
ZEW Investor Confidence Index. ECB President Mario Draghi said that additional
: stimulus would be required and rate cuts remain part of the ECB’s tools should economic
USDSGD 1.3670 8 1.3725 1.3665 028 outlook did not improve, effectively widening the door for more policy stimulus. The
EURSGD 15302 0 1.5415 1.5298 [llo single currency finished 0.21% lower against USD at 1.1194.
GBPSGD 17166 o 17202 17123 |]26 e We remain bullish on EQR in. t-he medium term as the .overaII outlook continues to
favour a weaker USD amidst rising Fed rate cut expectations. As both central banks
AUDSGD 0.9399 0. 0.9405 0.9367 [115 tuned dovish, we are watching out for FOMC meeting for further guidance on the pair's
Source: Bloomberg future directions.
GBP

e GBP rebounded by 0.19% against the USD at 1.2558 ahead of FOMC and the BOE

meetings.

o Brexit hardliner Boris Johnson continued to lead in yesterday’s Tory leadership second
vote, suggesting that fear of a no-deal Brexit would still dominate. We are still bearish
on GBP on Brexit uncertainties before a new PM is selected. Key drivers for the pair
would be FOMC and Thursday’s BOE meeting and we watch out for today’s CPI data.

JPY

e JPY strengthened 0.08% to 108.45 against USD amidst lower UST yields after
Draghi’s dovish remarks. The daily gain was limited as USDJPY managed to bounce
off fresh weekly low to retrace earlier loss following Trump’s trade talk announcement.

e We maintain JPY bullishness due to unresolved global trade disputes. Any
negative trade headlines would easily push up demand for the perceived safe haven

currency.

AUD

e AUD bounced off a more-than-six-month low to finish 0.35% higher against the
USD at 0.6877 following Trump’s trade talk announcement. The China proxy
currency had initially slumped to the lowest level since January’s crash after a dovish

conference for further guidance. As mentioned before, the Fed is weighing mixed

RBA minutes signaled for more rate cuts ahead.

e We remain AUD bearish due to the commodity-linked currency’s sensitivity to any
weakness in China and the increasing likelihood of a cut in the cash rate. Markets now

priced in a higher chance of a rate cut in the next RBA meeting in early July.

SGD

e SGD closed 0.28% higher at 1.3670 against the USD, buoyed by trade optimism given
the country’s exporter status.
e Weremain neutral SGD in the short term and the pair is likely to be supported at 1.3660

ahead.oLEQMC
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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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