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Daily Market Highlights
Key Takeaways

us >
» US stocks fell from record highs overnight as a slew of weak corporate Hong Kong v

earnings and a less dovish than expected ECB weighed on sentiments.
Shares of carmaker Ford Motor plunged after reporting disappointing profits
and lowering its guidance, Tesla shares suffered a brutal sell-off on bigger than
expected Q2 losses. Facebook gave up yesterday’s gain as CFO David
Wehner said the company expects revenue to fall “sequentially” moving What’s Coming Up Next
forward. Boeing shares extended further declines following yesterday’s larger
than expected losses. The ECB left key interest rates unchanged, signaling Major Data

an easing bias and opening door for rate cuts and QE but did not disclose >  US 2Q GDP Annualized Q0Q
any specifics both in the official statement and Mario Draghi’s press
conference. European stocks closed lower as Draghi pointed to worsening
growth outlook, saying that a 2H rebound was unlikely. Global bonds yield
rose - 10Y UST yield edged up by 3bps to 2.08%, 10Y German bund yield > Nil
rebounded off record low to -0.36%. Oil prices retraced some of previous day’s

»  Singapore Industrial Production

Major Events

losses- both WTI and Brent rose 0.3% to $56.02/barrel and $63.39/barrel.

> US data were mixed overnight. Factory orders rebounded by 2.0% MOM in
June according to preliminary readings. The core capital orders, a barometer Daily Supports — Resistances (spot prices)*
of firms’ investment spending, increased yet another month by a solid 1.9%.
Advance reports show that US goods trade deficit went down to $74.17b in
June. Both exports and imports fell again after a brief surge in the previous EURUSD 11100 11110 11151 11175 1.1200 >
month when US-China trade tensions escalated. Inventory investment in the GBPUSD  1.2380 1.2420 1.2455 1.2500 1.2530

S2 S1 Indicative R1 R2 Outlook

US appeared lackluster as wholesale inventory rose 0.2% MOM in June while USDJPY 108.00 108.30 108.68 108.75  109.00 2
retail inventory fell 0.1%. In Asia, Hong Kong exports slumped further by AUDUSD  0.6900 0.6925 0.6953 0.6975  0.7000 N
9.0% for the eighth straight month in June, confirming that slower demand
from China is taking toll on the SAR’s weakening external trade sector. EURGBP 08880 0.8920 0.8954 0.8975 08990 2
» The dollar index ended 0.11% higher at 97.791 as the overall DXY gained USDMYR  4.1125  4.1175 4.1220 4.1250  4.1300 2
from a dovish ECB. We are mildly bullish on USD today as market reacts to EURMYR  4.5600 45750 4.5960 4.6000 4.6150 2
a dovish ECB. However, in the medium term, expect the level of dovishness of JPYMYR 37700  3.7850 3.7935 3.8100 3.8250 \
major global central banks to determine the direction of the overall USD. GBPMYR  5.1100 5.1250 51340 51500  5.1750 N
i i SGDMYR  3.0100 3.0125 3.0155 3.0180 3.0220 b
» MYR closed marginally stronger at 4.1145 on some last minute support
before the close. We are mildly bullish USDMYR intraday given a stronger AUDMYR  2.8500 2.8600 2.8660 28800 2.9000 3
DXY post a dovish ECB that hinted that they may restart their bond-buying NZDMYR 27250  2.7400 2.7461 27650  2.7800 3
program. We remain bullish MYR over the medium term due to impending Fed
rate cut. USDSGD  1.3620  1.3650 1.3673 1.3700  1.3720 2
EURSGD 1.5180 1.5210 1.5248 1.5260 1.5290 2
> SGD closed 0.21% weaker against the USD at 1.3674 in line with general GBPSGD  1.6850 1.6950 1.7031 17050 17150 N
USD strength. We are mildly bearish SGD today but remain bullish SGD in AUDSGD  0.9470 0.9500 0.9510 0.9540  0.9575 .

the medium term as yield differential is likely to narrow as the Fed signals a July
cut is more or less confirmed. We also look towards US-China trade talks and * at time of writing
the possibility of any trade resolution for medium term guidance. 7 = above 0.1% gain; M = above 0.1% loss; & = less than 0.1% gain / loss

Last Price DoD % YTD % Name Last Price DoD % YTD %
KLCI 1,656.58 j 0.25 |] -2.01 CRB Index 177.88 -0.19 476
Dow Jones Ind. 27,140.98 -0.47 16.35 WTI oil ($/bbl) 56.02 0.25 22.97
S&P 500 3,003.67 -0.53 19.82 Brent oil ($/bbl) 63.39 0.33 17.83
FTSE 100 7,489.05 -0.17 11.31 Gold (S/oz) 1,414.58 -0.79 10/36
Shanghai 2,937.36 0.48 17.78 CPO (RM/tonne) 1,903.00 1.04 [| -2.54
Hang Seng 28,594.30 0.25 10.63 Copper ($/tonne) 6,007.00 0.13 0.70
STI 3,381.26 0.38 10.18 Rubber (sen/kg) 471.00 0.11 24.27

Source: Bloomberg
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> Macroeconomics
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ECB signaled an easing bias, widened doors for rate cuts and QE: The
ECB kept its key interest rates unchanged, but revised its forward guidance
as widely expected by introducing easing bias in its official statement,
suggesting that a rate cut is in the pipeline in the coming months. It now
expects interest rates to remain at their present “or lower” levels at least
through the first half of 2020. Citing low inflation, it added “the need for a highly
accommodative stance of monetary policy for a prolonged period of time and
is determined to act and stand ready to adjust all of its instruments, as
appropriate. Options include tiered system for reserve remuneration, and
potential new net asset purchases. The risks surrounding the euro area growth
outlook remain tilted to the downside, reflecting the prolonged presence of
uncertainties. President Draghi said in the post meeting press conference that
the initially expected growth rebound in the second half had become less likely
and outlook was getting worse and worse” but the risk of a recession was
“pretty low”. The trigger for action is the continued shortfall in inflation. That
said for now much of the information regarding future easing remained limited
as Draghi said “substantive discussion" about policy changes would be carried
out in September alongside release of new economic projections. The euro
hit two-year low at the start of Draghi’s press conference but rebounded
thereafter to finish nearly 0.1% higher at 1.1147 against the dollar.

US durable goods orders rebounded; capex stayed resilient: US factory
orders rebounded by 2.0% MOM in June (May: -2.3% revised) according to
preliminary readings. The core capital orders, a barometer of firms’ investment
spending, increased yet another month by a solid 1.9% MOM (May: +0.3%
revised), indicating resilience in US capex despite somewhat slower growth
outlook.

US goods exports fell, inventory growth lacklustre: Advance reports show
that US goods trade deficit went down to $74.17b in June (May: -$75.05b) as
exports fell 2.7% MOM (May: +2.9%) while imports dropped by 2.2% MOM
(May: +3.9%). Both exports and imports fell again after a brief surge in the
previous month when US-China trade tensions escalated reflecting firms’
preparatory move to front load goods in anticipation of more tariffs. In the
same report, inventory investment in the US appeared lackluster as wholesale
inventory rose 0.2% MOM in June (May: +0.4%) while retail inventory fell 0.1%
MOM (+0.6%). Separately initial jobless claims fell by 10k to 206k last week
(previous: 216k) as the labour market stayed solid. The Kansas City Fed
Manufacturing Index fell slightly to -1 in Jul (June: 0) suggesting that regional
factory growth remained flattish.

Hong Kong exports slipped for eight straight month: Hong Kong exports
slumped further in June, confirming that slower demand from China is taking
toll on the SAR’s weakening external trade sector. Exports fell for the eighth
straight month by 9.0% YOY in June (May: -2.4%) while imports also
experienced its seventh successive month of decline, by 7.5% (May: -4.3%).
On a monthly basis, exports dropped by 9.8% (May: +6.7%) and imports
slipped by 3.4% (May: +5.9%) leaving the trade deficit to widen to HKD55.2b
(May: -34.7b). Looking at country details, shipments to its largest trading
partner, China as well as all the other key destinations recorded declines, a
troubling sign that the Hong Kong economy is in for a rough ride moving into
the third quarter.
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Economic Calendar

Date Country Events Repo_rting Survey Prior Revised
Period
26/07 us GDP Annualized QOQ 2QA 1.8% 3.1% -
29/07 Dallas Fed Manf. Activity Jul -5.0 -12.1 --
29/07 UK Mortgage Approvals Jun 65.8k 65.4k --
29/07 Japan Retail Sales YOY Jun 0.2% 1.2% 1.3%
27107 China Industrial Profits YOY Jun - 1.1% -
26/07 Singapore Industrial Production YOY Jun -8.5% -2.4% --
29/07 Vietnam CPI YOY Jul 2.4% 2.2% --
Industrial Production YOY Jul - 9.6% -
Retail Sales YTD YOY Jul - 11.5% -
Exports YOY Jul 7.1% 8.5% -
Trade Balance Jul -$490m $400m -

Source: Bloomberg
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EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP
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EURMYR
JPYMYR
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AUDMYR
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USDSGD
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Last Price

1.1147
1.2458
108.63
0.6951
0.8950

4.1145
4.5787
3.8095
5.1351
3.0150
2.8677
2.71527
4.1753
0.5989
0.5268

1.3674
1.5243
1.7033
0.9505

Source: Bloomberg

DoD %
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»Forex

MYR

e MYR closed marginally stronger at 4.1145 on some last minute support
before the close.

e We are mildly bullish USDMYR intraday given a stronger DXY post a dovish
ECB that hinted that they may restart their bond-buying program. We remain
bullish MYR over the medium term due to impending Fed rate cut.

usD

e The dollar index ended 0.11% higher at 97.791 as the overall DXY gained
from a dovish ECB.

e We are mildly bullish on USD today as market reacts to a dovish ECB.
However, in the medium term, expect the level of dovishness of major global
central banks to determine the direction of the overall USD.

EUR

e EUR closes marginally stronger against the USD at 1.1147 in a volatile see-
saw session.

e We are neutral to mildly bullish EUR today as markets would likely continue
to adjust positioning to reflect a perceived less dovish ECB.

GBP

e GBP closed 0.21% weaker at 1.2458 as the EU reaffirms that there will be no
renegotiation of the Brexit deal in place.

¢ We remain bearish GBP over the short and medium term as the sentiment
surrounding the GBP remains poor as BoJo will either have to hammer out a
Brexit deal with a narrowly leading majority government or force through a no-
deal Brexit by 31 October.

JPY

* JPY finished weaker by 0.41% at 108.63 as the pair leads the DXY higher on
an overall stronger USD and higher UST yields.

e We are bearish JPY today as market might continue to express ECB
dovishness via USD strength. However, in the medium term, we remain bullish
JPY as a looming Fed rate cut will likely support JPY strength.

AUD

e AUD closed 0.37% weaker at 0.6951 as pair continues to lose ground on a
broadly stronger USD.

e We are bearish AUD today as the market may continue to express ECB
dovishness via USD strength. However, we remain bullish AUD over the
medium term over a looming Fed rate cut and possible trade resolution as US
and China restart trade talks.

SGD

e SGD closed 0.21% weaker against the USD at 1.3674 in line with general
USD strength.

e We are mildly bearish SGD today but remain bullish SGD in the medium
term as yield differential is likely to narrow as the Fed signals a July cut is more
or less confirmed. We also look towards US-China trade talks and the possibility
of any trade resolution for medium term guidance.

‘



)§ HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global Markets
Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

Email: HLMarkets@hlbb.hongleong.com.my

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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