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US stocks fell overnight as markets braced for the Federal Reserve’s
rate decision and waning optimism that the US and China could reach a
comprehensive trade deal in the coming months. The Fed is set to cut
Fed funds rate by 25bps on Wednesday, markets are eyeing the FOMC
statement and Jerome Powell’s press conference on future rates guidance.
As talks resumed this week in Shanghai, President Donald Trump again
played down the likelihood that both US and China could reach a
sweeping deal to end the current trade war, saying that China prefers to
wait after the 2020 US General Election for a Democrat to win the oval.
All major stock benchmarks ended in the red - the Dow Jones, S&P 500 and
NASDAQ fell 0.1%, 0.3% and 0.2%. Treasuries yield fell around 1bp along
the curve ahead of FOMC - 10Y UST yield was virtually unchanged at 2.06%.
Crude oil extended further gains on expected lower supply as Iranian exports
fell = WTI jumped by 2.1% to $58.05/barrel and Brent crude picked up 1.6%
to $64.72/barrel. Earlier yesterday, the BOJ maintained its ultra-loose
monetary policy but hinted that it is willing to adjust policy for more
stimulus if inflation falters.

US data were generally upbeat. US personal consumption expenditure
(PCE) rose at a slower pace of 0.3% MOM in June and personal income
increased at a steady and decent pace of 0.4%. Gain in core PCE price index
quickened to 1.6% YOY. The Conference Board Consumer Confidence
Index surged to 8-month high of 135.7 in July. Pending home sales beat
expectations with an upbeat 2.8% MOM gain but growth in house prices
continued to decelerate. In the Eurozone, economic sentiment index fell to
near-four-year low of 102.7. UK consumer confidence rebounded to -
11.0. Japan industrial production slumped further by 4.1% YOY in June, but
its jobless rate fell to 2.3%.

The dollar index ended flattish at 98.05 as DXY steadied ahead of FOMC.
We are neutral USD in the short term as market braces for FOMC
statement and Jerome Powell’s press conference but are bearish on USD in
the medium term on expected rate cut.

MYR closed 0.18% weaker at 4.1270 as MYR succumbed to pre-FOMC
USD strength and investors scrambled to cover positions ahead of ad hoc
public holiday. We are neutral USDMYR intraday as markets are likely to
remain sidelined ahead of FOMC but remain bullish MYR over the medium
term due to an expected Fed rate cut.

SGD closed flattish against the USD at 1.3705 as market braces for FOMC
event risk. We are neutral to mildly bearish SGD today but remain bullish
SGD in the medium term as yield differentials are likely to narrow as the Fed
cut rates.
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What’s Coming Up Next

Major Data

US ADP Payrolls, Employment Cost Index, MNI Chicago PMI

Y

»  Eurozone GDP, HICP Inflation, Unemployment Rate
»  China NBS Manufacturing & Non-manufacturing PMIs
»  Hong Kong Advance GDP
»  Australia CPI
»  New Zealand ANZ Business Confidence
Major Events
> Nil

S2 S1 Indicative R1 R2 Outlook
EURUSD 1.1100 1.1130 1.1157 1.1175 1.1200 >
GBPUSD  1.2050 1.2100 1.2159 1.2200 1.2300 3
USDJPY 108.00 108.30 108.57 108.75 109.00 >
AUDUSD  0.6820 0.6850 0.6874 0.6900 0.6950 N
EURGBP  0.9125 0.9150 0.9178 0.9200 0.9230 2
USDMYR  4.1225 4.1250 4.1280 4.1300 4.1330 >
EURMYR  4.5800 4.6000 4.6060 4.6150 4.6300 >
JPYMYR 3.7700 3.7850 3.8025 3.8100 3.8250 2
GBPMYR  4.9850 5.0000 5.0188 5.0350 5.0500 3
SGDMYR  3.0070 3.0100 3.0114 3.0150 3.0200 >
AUDMYR  2.8200 2.8300 2.8376 2.8450 2.8600 3
NZDMYR  2.7150 2.7250 2.7319 2.7500 2.7600 3
USDSGD  1.3650 1.3670 1.3710 1.3730 1.3750 >
EURSGD 1.5230 1.5270 1.5296 1.5320 1.5350 >
GBPSGD  1.6400 1.6550 1.6669 1.6800 1.6950 N
AUDSGD  0.9375 0.9400 0.9426 0.9450 0.9475 N

* at time of writing
2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss

Name Last Price DoD % YTD %
CRB Index 178.34 0.31 5.03
WT| oil ($/bbl) 58.05 2.07 27.84
Brent oil ($/bbl) 64.72 1.59 20.30
Gold (S/oz) 1,430.88 0.29 11/58
CPO (RM/tonne)* 1,928.50 0.44 [ -1.23
Copper ($/tonne) 5,948.00 -1.16 -0.28
Rubber (sen/kg) 464.00 -0.85 22.43
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> Macroeconomics
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US inflation stayed muted amidst steady income growth: The latest
BEA personal outlay report shows that US personal consumption
expenditure (PCE) rose at a slower pace of 0.3% MOM in June (May:
+0.5% revised) compared to a newly upward revised gain in the previous
month. Personal income increased at a steady and decent pace of 0.4%
MOM (May: +0.4% revised), reflecting the solid state of the US job market.
Meanwhile, the price index for core PCE, the Federal Reserve’s preferred
gauge of inflation rose by a steady 0.2% MOM (May: +0.2%), but the annual
rate quickened slightly to 1.6% YQOY (May: +1.5% revised), but nonetheless
price pressure is still muted.

US consumer confidence got a huge boost in July: US consumers were
once again turning upbeat over growth outlook as the Conference Board
Consumer Confidence Index surged to 8-month high of 135.7 in July (Jun:
124.3). The index rebounded after a sharp fall in the previous month driven
by the broad-based increase in indexes for present economic situation,
expectations as well as outlook for the labour market, thus offering tentative
signs that consumer consumption would continue to be the bright spot of the
US economy in the third quarter this year.

US pending home sales beat expectations but house prices grew
slowly: US housing data continued to be mixed in our view. Pending home
sales rose more than expected by 2.8% MOM in June (May: +1.1%). The
index measures the number of contracts to buy previously owned homes
and is a leading indicator for existing home sales. The rebound thus signals
better sales prospect for existing homes in the coming months. Meanwhile,
gain in house prices continued to ease as the S&P CoreLogic Case-Schiller
Index for 20 US largest cities gained a mere 2.4% YOY in May (Apr:
+2.5%), its 14" consecutive month of deceleration.

Eurozone economic sentiments weighed down by broadly downbeat
business confidence: The European Commission headline Economic
Sentiment Indicator slipped further to 102.7 in July (Jun: 103.3), its lowest
level in nearly four years, weighed down by lower confidence in industry,
services, retail trade and construction, reflecting broadly dismal business
sentiments. Consumer confidence lifted slightly to 6.6 (Jun: -7.2). The
broadly downbeat reading came as Eurozone data remained weak and after
last week’s ECB meeting where the central bank had acknowledged that
growth outlook has worsened for the single currency area with the expected
2H rebounded unlikely to happen this year. The ECB’s commitment had to
“act as appropriate” turned out to be a disappointment and was less dovish
as many had expected.

UK consumer undeterred by Brexit fear as confidence improved in
July: UK consumers turned more upbeat this month and were largely
unaffected by current Brexit uncertainties as the GfK Consumer Confidence
Index improved to -11.0 in July (Jun: -13.0). The index points to an increase
in spending in the third quarter as consumers turned more optimistic over
their personal finances, notably the index which gauges the climate for
major purchases also rose to a six-month high.
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e BOJ kept ultra-loose monetary policy intact, hinted more stimulus if
inflation falters: The Bank of Japan maintained its ultra-loose monetary
policy yesterday by leaving its policy balance rate unchanged at -0.1% and
the 10Y JGB yield target at 0.0%. The central bank kept its forward
guidance on interest rates, repeating that it intended to maintain the “current
extremely low levels of short-and long-term interest rates for an extended
period of time, at least through around spring 2020”. Echoing tones of the
Fed and ECB, it added that it would “make policy adjustment as
appropriate”, and would not “hesitate to take additional easing measures” if
there was greater possibility that momentum towards achieving price
stability target was lost. In the BOJ’s quarterly outlook report, the central
bank trimmed its 2019 GDP growth forecast from 0.8% to 0.7% and CPI (ex.
fresh foods) from 1.1% to 1.0%, taking into account the impact of overseas
economic slowdown on Japanese exports and the schedule October tax
hike. In the post-meeting press conference, BOJ governor Haruhiko Kuroda
said that the central bank has strengthened its commitment to act pre-
emptively against risks to the economy and added that it hasn't lost
momentum to hit its 2% inflation target. He said that overseas risks if
prolonged could increase risks for Japan and threatened its momentum to
reach price goal, the BOJ would ease policy without hesitation if this
happens.

Japanese industrial production slumped; job market tightened further:
Prior to BOJ’s monetary policy announcement, official preliminary data
showed that industrial production slumped further by 4.1% in June (May: -
2.1%), its fifth successive month of decline, highlighting the continuous
downturn in the country’s manufacturing sector which is taking the brunt
from falling overseas demand as global growth slowed and trade tensions
persist. The labour market meanwhile tightened further as jobless rate fell to
2.3% in June (May: 2.4%), job-to-applicant ratio slipped to 1.61 (May: 1.62).
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Economic Calendar

Date Country
01/08 Malaysia
31/07 us
01/08
31/07 Eurozone
01/08
31/07 UK
01/08
01/08 Japan
31/07 China
01/08
31/07 Hong Kong
01/08
31/07 Australia
01/08

31/07 New Zealand

01/08 Vietnam

Source: Bloomberg

Events

Markit Malaysia Manufacturing PMI
MBA Mortgage Applications

ADP Employment Change
Employment Cost Index

MNI Chicago PMI

FOMC Rate Decision

Initial Jobless Claims

Markit US Manufacturing PMI

ISM Manufacturing

Construction Spending MOM
Unemployment Rate

GDP SA QOQ

CPI Core YOY

CPI Estimate YOY

Markit Eurozone Manufacturing PMI
Nationwide House Price Index YOY
Markit UK PMI Manufacturing

Bank of England Bank Rate

Jibun Bank Japan Manufacturing PMI
Manufacturing PMI
Non-manufacturing PMI

Caixin China Manufacturing PMI
GDP YOY

Retail Sales Value YOY

CPI YOY

AiG Performance of Manufacturing Index

ANZ Business Confidence

Markit Vietnam Manufacturing PMI

Reporting
Period

Jul
Jul-26
Jul
2Q
Jul
Jul-31
Jul-27
JulF
Jul
Jun
Jun
20 A
Jul A
Jul
JulF
Jul
Jul
Aug-01
JulF
Jul
Jul
Jul
2QA
Jun
2Q
Jul
Jul

Jul

Survey

150k
0.7%
51.0
2.0-2.25%
214k
50.0
52.0
0.3%
7.5%
0.2%
1.0%
1.1%
46.4
0.1%
47.6

0.75%

49.6
54.0
49.5
1.5%
-1.9%

1.5%

Prior Revised

47.8 -

-1.9% -

102k -

0.7% -

49.7 -

2.25-2.5% -

206k -

50.6 -

51.7 -

-0.8% -

7.5% -

0.4% -

1.1% -

1.2% -

476 -

0.5% -

48.0 -

0.75% -

49.3 -

49.4 -

54.2 --

49.4 -

0.6% -

-1.3% -

1.3% -

49.4 -

-38.1 -

52.5 -
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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
1.1155
1.2152
108.61
0.6872
0.9180

4.1270
4.5913
3.7974
5.0852
3.0079
2.8494
2.7347
4.1607
0.5985
0.5277

1.3705
1.5288
1.6653
0.9418

Source: Bloomberg

DoD %

High
1.1161
1.2226
108.95
0.6908
0.9190

4.1275
4.5922
3.8008
5.1050
3.0118
2.8507
2.7373
4.1621
0.5991
0.5279

1.3713
1.5294
1.6758
0.9462

Low
1.1132
1.2119
108.45
0.6869
0.9113

4.1190
4.5836
3.7935
5.0807
3.0036
2.8447
2.7302
4.1476
0.5976
0.5271

1.3689
1.5250
1.6598
0.9418

> Forex

MYR

e MYR closed 0.18% weaker at 4.1270 as MYR succumbed to pre-FOMC
USD strength and investors scrambled to cover positions ahead of ad hoc
public holiday.

e We are neutral USDMYR intraday as markets are likely to remain sidelined
ahead of FOMC. We remain bullish MYR over the medium term due to an
expected Fed rate cut and would pay attention to the statement for further
forward guidance.

USsD

e The dollar index ended flattish at 98.05 as DXY steadied ahead of FOMC.

e We are neutral USD in the short term as market braces for FOMC statement
and Jerome Powell’s press conference. We are bearish USD in the medium
term as the Fed is expected to cut rates and would look towards FOMC
statement for further guidance.

EUR

e EUR closes 0.09% stronger against the USD at 1.1155 in a rather muted
session as market braces for FOMC.

e We remain neutral to mildly bullish EUR today as markets would likely be
sidelined ahead of the announcement and would look to the statement for
medium term guidance.

GBP

e GBP closed 0.55% weaker at 1.2152 as GBP continues to be punished on
prospects of a no-deal Brexit.

e We remain bearish GBP over the short and medium term as the prospects
of a no-deal Brexit remain high with little new developments.

JPY

e JPY finished 0.16% stronger at 108.61 as UST yields finished slightly lower
again as well as on lower US equities.

e We are neutral to mildly bullish JPY today as market braces for FOMC
event risk. We remain bullish JPY in the medium term as a looming Fed
rate cut will likely support JPY strength.

AUD

e AUD closed 0.43% weaker at 0.6872 as pair continues to lose ground vs the
USD pre-FOMC.

e We remain bearish AUD today ahead of CPI data and the market may
continue to sell relatively risky assets in favour of perceived safe haven assets
ahead of FOMC event risk. However, we remain bullish AUD over the
medium term over a looming Fed rate cut and possible US-China trade
resolutions as US and China restarted trade talks.

SGD

e SGD closed flattish against the USD at 1.3705 as market braces for FOMC
event risk.

e We are neutral to mildly bearish SGD today but remain bullish SGD in the
medium term as yield differentials are likely to narrow as the Fed cut rates. We
also look towards US-China trade talks and the possibility of any trade
resolution for medium term guidance.
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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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