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Key Takeaways Market Snapshots 
 

 US stocks extended gains on Monday as investors 

shrugged off domestic riots and US-China uncertainties 

and looked towards the rebound in global activity. The 

Dow Jones and S&P500 picked up modestly by 0.4% while 

NASDAQ rose 0.7%. PMI data for majority of the economies 

have rebounded in May (albeit still at contraction levels) as 

businesses reopened and consumers began to spend. 

Protests to condemn the murder of George Floyd, an African 

American under police custody continued grow across the 

US, sparking riots in some cities.  

 

 Halfway across the globe, China has responded to US 

condemn by ordering firms to halt purchases of US 

soybeans, putting the January “Phase One” trade deal at 

risk. Other than that, 10Y UST yield was little changed 

(+1bps) at 0.66%, gold price continued to climb (+0.5%) to 

$1739.55/ounce. Crude oils were mixed with Brent at 

$38.32/barrel and WTI at $35.44/barrel. The RBA is 

expected to announce its monetary policy decision today 

and is expected to keep the cash rate unchanged at 

0.25%. 

 

 On the data front, May manufacturing PMI rebounded 

albeit still at depressed levels for nearly all economies 

with the exception of Japan which had implemented lockdown 

much later (in mid Apr). US ISM manufacturing index rose to 

43.1 in May (Apr 41.5), construction spending fell lesser than 

expected (-2.9%). Hong Kong retail sales continued its 

doube-digit slide in April albeit at a slower rate of -36% YOY. 

 

 The US dollar continued to weaken amid signs of economic 

rebound from low levels. The DXY fell by 0.5% to 97.83. This 

was helped by improved global PMIs, despite still in negative 

territory. Markets continue to look ahead at Q3 and 

beyond for an economic recovery, which will weigh on 

the USD. US protests may not have pushed the USD 

stronger for now. We are neutral to bearish on the USD over 

the coming week. We anticipate some possible consolidation 

on stretched levels. 

 

 USD/MYR closed 0.67% lower at 4.3175 on Monday. USD 

weakness prevailed despite rising US-China tension. Despite 

ongoing weakness in the USD, the uncertainty surrounding 

US-China tension still poses a downside risk to MYR in 

our view which tends to underperform alongside its emerging 

market peers for fear of a potential US-China fallout. This may 

lead to a recovery in USD if risk appetites retreat.  
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Up Next 

Date Event Prior 

02/06 AU RBA Cash Rate  0.25% 

 UK Nationwide Housing Price YOY 3.7% 

03/06 US MBA Mortgage Applications (29 May) 2.7 

 US ADP Employment Change (May) -20236k 

 US Markit US Services PMI (May F) 36.9 

 US Factory Orders (Apr) -10.30% 

 US ISM Non-Manufacturing Index (May) 41.8 

 EC PPI YoY (Apr) -2.80% 

 EC Unemployment Rate (Apr) 7.40% 
 UK Markit/CIPS UK Services PMI (May F) 28.7 

 JN Jibun Bank Japan PMI Services (May F) -21.5 

 CH Caixin China PMI Services (May) 44.4 

 SI Markit Singapore PMI (May) 28.1 

 SI Purchasing Managers Index (May) 44.7 

 SI Electronics Sector Index (May) 42.8 

 AU GDP SA QoQ (1Q) 0.50% 

 CA Bank of Canada Rate Decision (3 Jun) 0.25% 

 HK Markit Hong Kong PMI (May) 36.9 
   Source: Bloomberg 

Overnight Economic Data 

US                                                     EU                                                            

UK                                               Japan                                     

China                                           Hong Kong                             

Malaysia                                         Vietnam                                 
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 Macroeconomics 

 US ISM Manufacturing PMI rebounded: The ISM Manufacturing Index 

rose to 43.1 in May, from 41.5 in March to signal the slower rate of 

contraction in US manufacturing sector.  While nearly all of the sub-

indexes still reported contractions (below 50), the reopening of the US 

economy has brought about some upturn in the overall activity. This 

could be seen in the higher reading of new orders (+4.7pts), production 

(+5.7pts), employment (+4.6pts) and new exports orders (+4.2pts). The 

Covid-19 pandemic has adversely affected the manufacturing industry 

for the third straight month in the US and May appeared to be a transition 

month according to the ISM. However demands remains uncertain. 

Food, Beverage & Tobacco Products remained the sole industry in 

expansion among the six biggest industry sectors. Respondents of May 

survey have generally expressed optimism with demand returning and 

increasing production capacity.  

 

 Manufacturing PMIs generally rebounded across major economies, 

indicting an easing in contraction but remained at depressed 

levels:  

 The US Markit Manufacturing PMI picked up to 39.8 in May, up 

from 36.1 in April, in line with the ISM reading. 

 The Eurozone Manufacturing PMI edged up to 39.4 in May, from 

April’s record low (33.4).  

 The UK CIPS Manufacturing PMI recovered to 40.7 in May, from 

32.6 in April, also an all-time low.  

 Japan Jibun Bank Manufacturing PMI went down to 38.4 in May, 

from 41.9 in April, marking its lowest since March 2009 during the 

Global Financial Crisis.  This indicates that the downturn in 

manufacturing gathered momentum into the month of April since 

the government imposed nationwide lockdown in mid-April (later 

than most countries).  

 China Caixin Manufacturing PMI beat expectation, rising from 

49.4 in April to above 50 in May, signalling a renewed 

improvement in overall operating conditions.  

 Malaysia Manufacturing PMI rose sharply to 45.6 in May, from 

the record low in April at 31.3, offering early signs of stabilization. 

 Vietnam Manufacturing PMI rose to 42.7 in May, from the record 

low 32.7 in April, pointing to easing contraction in the 

manufacturing sector.  

 

 US construction spending fell less than expected: Construction 

spending in the US dropped 2.9% MOM in April, lesser than analysts 

expectation of 6.5% contraction, after a flat March (0% change) as the 

construction activity nationwide was disrupted by the social distancing 

orders issued by State governments. Residential construction spending 

fell 4.5% MOM while nonresidential was 1.8% lower. Spending is likely 

to have rebounded in May when the economy reopened. Despite the 

latest decline, the YTD total construction spending was still 7.1% higher 

compared to the same period (Jan-Apr 2019) last year. 

 

 Big, double-digit fall in Hong Kong retail sales: Retail sales in Hong 

Kong continued to register enourmous decline as the economy slumped 

deeper into recession thanks to year-long domestic unrests and the 

Covid-19 outbreak. Retail sales value fell 36.1% YOY in April, after 

recording a larger 45.8% YOY fall in March.  

 

 

 

Forex 
 

 
MYR (Neutral-to-Bearish) 

 USD/MYR closed 0.67% lower at 4.3175 on Monday. USD weakness 

prevailed despite rising US-China tension.  

 Despite ongoing weakness in the USD, the uncertainty surrounding US-

China tension still poses a downside risk to MYR in our view which tends 

to underperform alongside its emerging market peers for fear of a 

potential US-China fallout. This may lead to a recovery in USD if risk 

appetites retreat.  

 

USD (Neutral-to-Bearish) 

 On Monday, the US dollar continued to weaken amid signs of economic 

rebound from low levels. The DXY fell by 0.5% to 97.83. This was helped 

by improved global PMIs, despite still in negative territory.  

 Markets continue to look ahead at Q3 and beyond for an economic 

recovery, which will weigh on the USD. US protests may not have pushed 

the USD stronger for now. We are neutral to bearish on the USD over the 

coming week. We anticipate some possible consolidation on stretched 

levels. 

 

EUR (Neutral-to-Bullish) 

 EUR/USD climbed to the highest levels seen since mid-March. After 

touching a high of 1.1154 on 1 June, pair remained above 1.1100.  

 The improving global economic outlook is beneficial for the EUR. We 

are somewhat sceptical on further rallies on a slow economic recovery 

but momentum is robust for now.  

 

GBP (Neutral) 

 GBP/USD continued to benefit from USD weaknesses, now up above 

1.2500 big figure. This came as UK PMI rebounded.  

 Although there is scope for some near-term GBP catchup on USD 

weakness and sentiments, 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) 

 USD/JPY remains consolidative, continuing the trend since 19 May. Pair 

stayed within a range of 107.30-108.09. Pair is close to the middle of the 

range at 107.59 at the time of writing.  

 We are slightly bearish on the JPY due to market optimism. Concerns 

on US-China relations may cap gains below 108.00.  

 

AUD (Neutral-to-Bullish) 

 AUD/USD surged once again, outperforming all G10 currencies on risk 

rebound. Pair climbed almost 2% on Monday, reaching a high of 0.6813 

on Tuesday open in the process.  

 AUD/USD is likely to be one of the primary beneficiaries of risk on mood 

in markets (alongside NZD and CAD). Commodity markets outlook is 

also recovering. However, concerns on US-China or Australia-China 

relations may cause AUD to fall again. 

 

SGD (Neutral) 

 USD/SGD has moved to the lowest levels seen since mid-March, after 

heading below the 1.4100 big figure on risk sentiment. This was helped 

by rebounds in global PMIs. 

 We expect improved risk sentiments to benefit the SGD. However, the 

momentum looks stretched after breaking out of April and May ranges 

at the moment. 1.4000 is a big psychological support level for 

USD/SGD.   
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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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