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Daily Market Highlights

Key Takeaways

Market Snapshots

e US stocks finished generally higher on Friday to give the week a Last Price DoD % YTD %
solid gain as investors shrugged off ongoing US-China tension, Dow Jones Ind. 25,383.11 -0.07 -11.06
poor US data and focused on the reopening of the US economy S&P 500 3,044.31 0.48 -5.77
instead. The Dow Jones was little changed (-0.1%) while the S&P500 FTSE 100 6,076.60 -2.29 -19.43
gained 0.5%; the NASDAQ picked up 1.3%. Compared to the previous Hang Seng 22,961.47 -0.74 -18.55
week, the Dow gained 3.8%, S&P 500 added 3% and NASDAQ rose KLCI 1,473.25 1.08 7127
1.8%, marking stocks’ second weekly climb. 10Y UST yields fell 4bps STI 2,510.75 .0.18 _22.09
to 0.65%, a sign of weaker sentiments. Dollar Index 98.34 0.0 10

WTI oil ($/bbl) 35.49 5.28 -41.88

e Meanwhile on the commodity front, gold price closed 0.7% higher at Brent oil (8/bbl) 35.33 011 W5 7o
$1730.27/ounce; brent crude was flat at $35.33/barrel but WTI gained Gold (S/oz) 1.730.27 .69 14768
5.3% to $35.49/barrel, completely wiped out the positive gap Brent CPO (RM/tonne) 2.273.00 0.02 %l 57
commands between the two oil benchmarks. In a much-awaited press

) Source: Bloomberg
conference, US president Donald Trump annnounced the US’s
withdrawal from the World Health Organisation, blasting China for EX Performances vs USD
having “total control” over the WHO. He also said that the US will (Daily % Change)
rescind the special treatment and policy exemption given to the CNH 0.50
previously semi-autonomous Hong Kong following China’s AUD 0.45
passage of a national security law that has overrided the territory’s SGD 0.29
autonomy agreed under the post-British colonial joint declaration.. CHF 0.28
EUR 0.22

o Economic data remained weak. In the US, consumer spending saw GBP 0.18
record plunge (-13.6%) but personal income (+10.5%) was boosted by MYR 0.16
the Federal Government stimulus checks. The annual core PCE gig ggs
inflation eased to 1.0% YQY. Goods trade deficit widened as exports IPY.0.16 )
fell 25.2%. Eurozone HICP inflation rose a mere 0.1% YQOY. China
official NBS PMlIs show little change in activity but exports remained 0.20 0.00 0.20 0.40 0.60

weak. Australia’s May AiG Manufacturing PMI recovered from the
largest drop in April but remained below 50.

o The dollar weakness stayed extended for another day on poor US data

Source: Bloomberg

Overnight Economic Data

that saw personal spending plunging 13% MOM in April, in addition to us v EU v
lingering market jitters over US-China spat. DXY retreated by 0.05% China = Australia ()
to 98.30 on Friday, paring back most losses after President Trump’s
retaliation on China was seen as not as harsh as expected. Aussie led
gains along with other majors namely EUR, GBP, NZD and CHF while Up Next
the JPY weakened. This continued the weakening trend since mid- Date Event Prior
May. We are neutral-to-bearish on the USD on a one-week basis. 01/06 MA Markit Malaysia PMI Mfg (May) 31.3
Momentum is weak for the USD at the moment as liquidity concerns US Markit US Manufacturing PMI (May F) 39.8
abate. At the same time, uncertainty regarding US-China relations are US Construction Spending MoM (Apr) 0.90%
high, with the latest unrest in the US adding more fuel to fire. US ISM Manufacturing (May) 415
EU Markit Eurozone PMI (Mau F) 39.5
. L . . . . UK Markit UK PMI Manufacturing (May F) 40.6
e USDMYR had an indecisive Friday session amid cautious market JN Jibun Bank Japan PMI Mfg (May F) 38.4
sentiment. The pair lost momentum towards the end of the session CH Caixin China PMI Mfg (May) 49.4
and closed 0.16% lower at 4.3465. Despite weakness in the USD, the AU AIG Perf of Mfg Index (May) 35.8
uncertainty surrounding US-China tension, and the US itself, VN Markit Vietnam PMI Mfg (May) 32.7
poses a downside risk to MYR today which tends to underperform HK Retail Sales Value YoY (Apr) -42.00%
02/06 RBA Cash Rate 0.25%

alongside its emerging market peers for fear of a potential US-China
fallout. This might led to a short term recovery in USD as risk appetites
broadly retreated.

Source: Bloomberg
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Macroeconomics

Record plunge in US consumer spending; but better consumer
sentiment: Personal consumption expenditure (PCE) or consumer
spending in the US saw a record 13.6% MOM decline in April (Mar: -
6.9%), adding to the stacks of dismal data for April when states issued
social distancing orders and Covid-19 was at its peak. According to the
same report by the BEA, personal income jumped 10.5% MOM (Mar: -
2.2%) mainly because of the Federal Government’s stimulus check to
support individuals in a pandemic-battered economy that had triggered
millions of job losses. In line with the spending crunch, the core PCE
price index, a key inflation measure closely watched by the Federal
Reserved slipped 0.4% MOM (Mar: 0%) which translated to a mere 1%
YOY increase in April (Mar: +1.7%), the smallest gain since Dec 2010
and way below the Fed’s 2% target. In a separate release, the University
of Michigan Consumer Sentiment Index edged up slightly to 72.3 in May,
from 71.8 in April, reflecting consumers’ brighter outlook of current
economic conditions compared to its recent standstill.

US goods trade deficit widened in April: Advance report shows that
goods trade deficit in the US widened to $69.68b in April, from $64.98b
in March as the collapse in goods exports (-25.2% MOM) outweighed
the simultaneous 14.3% decline in imports. The impact was particularly
brutal in the shipments of goods such as industrial supplies, capital
goods, automotive vehicles and consumer goods which recorded
double-digit falls. Import of automotive vehicles meanwhile more than
halved (-52.2% MOM) in the month as the demand for cars declined in
the foreseeable future when people are encouraged to stay at home and
practise social distancing. Last but not least, the MNI Chicago PMI
slipped further from 35.4 to 32.3 in May indicating poor business
condition in lllinois, Indiana and Michigan.

Eurozone inflation lost momentum amid low energy prices: Flash
estimate indicates the Eurozone HICP inflation pulled back further to a
0.1% YOY growth in May, from 0.3% in April. The headline index was
weighed down by the 12% YQY decline (Apr: -9.7%) in energy prices as
well as the smaller increase in prices of food, alcohol and tobacco
(+3.3% vs +3.6%). Services inflation rose to 1.3% (Apr: +1.2%). Core
inflation was steady at 0.9% YOQY, unchanged from April's rate.
Containment measures which constrain spending were still put in place
in May although the guidelines were eased towards the second half of
the month; global crude oil prices remained weak albeit recovering.

Little change in China activity; exports remined weak: Activity in
both manufacturing and services sectors were little changed in May
according to the latest official NBS PMI. The manufacturing gauge fell
slightly to 50.6 in May, from 50.8 in April while the services PMI picked
up to 53.6 (Apr: 53.2). While headline PMI indicates activity expansion
(above 50), the exports orders sub-index for manufacturing, now at 35.3
contracted for the fifth straight month, suggesting that the pandemic
continued to weigh heavily on global demand.

Australia manufacturing contraction eased in May: The AIG
Performance of Manufacturing Index rose to 41.6 in May, from 35.8 in
April, indicating a recovery in manufacturing activity as the rate of
contraction eased last month. Nonetheless, the industry remained “deep
in contraction” according to the Australian Industry Group as demand
was weak across the board, with the exports index falling to its record
low given that most of foreign markets remained shut.

Forex

MYR (Slightly Bearish)

¢ USDMYR had an indecisive Friday session amid cautious market sentiment.
The pair lost momentum towards the end of the session and closed 0.16%
lower at 4.3465.

o Despite weakness in the USD, the uncertainty surrounding US-China tension
poses a downside risk to MYR today which tends to underperform alongside
its emerging market peers for fear of a potential US-China fallout. This might
led to a short term recovery in USD as risk appetites broadly retreated.

USD (Neutral to Bearish)

e The dollar weakness stayed extended for another day on poor US data that
saw personal spending plunging 13% MOM in April, in addition to lingering
market jitters over US-China spat. DXY retreated by 0.05% to 98.30 on Friday,
paring back most losses after President Trump’s retaliation on China was
seen as not as harsh as expected. Aussie led gains along with other majors
namely EUR, GBP, NZD and CHF while the JPY weakened. This continued
the weakening trend since mid-May.

e We are neutral-to-bearish on the USD on a one-week basis. Momentum is
weak for the USD at the moment as liquidity concerns abate. At the same
time, uncertainty regarding US-China relations are high, with the latest unrest
in the US adding more fuel to fire.

EUR (Neutral-to-Bullish)

o EUR/USD saw extended climb above the 1.11 handle, firmly broken out of the
previous 1.08-1.10 range on the back of persistent USD weakness.

e EUR/USD may still gradually strengthen, although we do not see much
sustainability above 1.1100. Fundamentals are supported by reopening
economies, although still weak.

GBP (Neutral)

e GBP continued to gain grounds, pushing nearing the fortnightly high of 1.2363
on 26 May, up from the low of 1.2076 on 18 May.

e Although there is scope for some near-term GBP catch-up, we remain
comparatively pessimistic regarding the GBP thereafter. Covid-19, Brexit and
risk aversion does not favour GBP in our view.

JPY (Neutral-to-Bearish)

e USD/JPY remained largely stuck within a range of 107.30-108.09 since 19-
May, despite the sharp swing Friday. Pair has now moved to the middle of the
range at 107.78 as at last close.

e We are slightly bearish on the JPY due to market optimism. Concerns on US-
China relations may cap gains above 108.00.

AUD (Neutral-to-Bullish)

e AUD/USD remained elevated near the high of 0.6680 on 27 May. Despite
some consolidation since, the pair looks biddish, benefitting from risk on
mood.

e AUD/USD is likely to be one of the primary beneficiaries of risk on mood in
markets. Commodity markets outlook is also recovering. However, concerns
on US-China or Australia-China relations may cause AUD to weaken.

SGD (Neutral)

e USD/SGD finally broke below recent ranges of 1.4121-1.4279 since mid-May,
last settled at 1.4110. Fiscal support hopes domestically coupled with USD
weakness in Asian session likely prompted the move, in addition to ongoing
concerns over US-China relations.

e There remains a lack of impetus to significantly shift SGD away from current
ranges with 1.4090-1.4000 serving as major supports. The SGD is vulnerable
in risk off market situations. Losses may be capped on resilient fundamentals.
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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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