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Daily Market Highlights

Key Takeaways

supported by improving prospect surrounding Euro Area economy
as Germany is preparing to ease travelling rules on Wednesday,
GBP continued to climb despite the lack of progress in this

Market Snapshots

e US stocks closed higher overnight even as protests over Last Price DoD % YTD %
George Floyd’s de'th continued to gain tractions and risked T —— 25.742.65 b o5 Joso
sparking more civil unrests across the country, not to

. . . . S&P 500 3,080.82 0.82 -4.64
mention ongoing US-China tension on the external front.
Local officials had imposed curfew to curb the nightime turmoil FUSIE d0¢ 6,220.14 0.87 53
that involved assets damages while President Trump had threated ~ [Hang Seng 23,995.94 1.11 :14.88
military action. Gains were broad-based across all sectors - the KLCI 1,507.69 1.18 -5.10
Dow Jones added 268pts or 1.1% whereas the S&P500 and STI 2,611.63 2.38 -18.96
NASDAQ picked up 0.8% and 0.6% respectively, lifted by the Dollar Index 97.67 02 1h
prevailing risk-on sentiment that had also prompted the selling of .
) ) WTI oil ($/bbl) 36.81 3.87 -39.72
safe havens. 10Y UST yield rose 3bps to 0.69%, gold price edged )
lower (-0.7%) to $1727.7/ounce. Brent oil ($/bbl) 39.57 3.26 -39.17
Gold (S/oz) 1,727.70 -0.68 13§77

e Oil prices climbed more than 3% amid speculation that |CPO (RM/tonne) 2,368.50 3.75 -21.72
OPEC+ might extend ouput cut this week. WTI settled at  Source: Bloomberg
$36.81/barrel and Brent at $39.57/barrel. Stock futures point to
higher opening in the Asian markets. Services PMIs for major Daily FX Performances (Daily % Change)
economies are in focus today. The Bank of Canada is expected
to keep its policy rate steady at 0.25%. AUD 1.46

NzD 1.26
MYR 0.96

e Yesterday, the RBA kept cash rate unchanged at 0.25% and SGD 0.50
appeared more optimistic over economic outlook but GBP 0.47
nonetheless maintained its dovish and accomodative tone. The CAD 0.38
AUD market is anticipating the release of Australia’s 1Q GDP EUR 031
at 9.30am today. CNH 0.29

CHF -0.15

e The continuous sell-off in the US dollar led the dollar index to JPY  -1.01

fall another 0.2% to 97.67. The EUR briefly flirted with 1.12,

Source: Bloomberg

Overnight Economic Data

week’s Brexit talks. DXY weakness has moved beyond our Q2 UK 7
forecast of 98.50 and towards our Q3 forecast of 97.50, as
markets moved 1-3 months ahead of fundamental recovery. We Ub Next
stay neutral to bearish on the USD over the coming week. We p INex
anticipate some possible consolidation on stretched levels, Date =Rl Prior
possibly close to 97.50. 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
e USDMYR suffered 0.95% DOD loss to close at 4.2765 on US Factory Orders (Apr) -10.30%
Tuesday amid persisting dollar weakness, spurred by higher risk US ISM Non-Manufacturing Index (May) 41.8
appetite. Daily outlook for USDMYR is slightly bearish on the EU Unemployment Rate (Apr) 7.40%
back of . USD K b . UK Markit/CIPS UK Services PMI (May F) 28.7
ack of persistent weakness but we anticipate some JN Jibun Bank Japan PMI Services (May F) 215
technical consolidation after yesterday’s sharp move. CN Caixin China PMI Services (May) 44.4
Uncertainties surrounding US-China tension still poses a SG Markit Singapore PMI (May) 28.1
downside risk to MYR in our view which tends to underperform SG Purchasing Managers Index (May) 44.7
. . i . HK Markit Hong Kong PMI (May) 36.9
alongside its emerging market peers for fear of a potential US- AU GDP SA QoQ (1Q) 0.50%
China fallout. This might led to a recovery in USD if risk appetites 04/06 MA Exports YoY (Apr) -4.70%
eventually retreat. US Trade Balance (Apr) -$44.4b
US Initial Jobless Claims (30 May) 2123k
EU Retail Sales MoM (Apr) -11.20%
EU ECB Deposit Facility Rate (4 June) -0.50%

AU Exports MoM (Apr) 15%

AU Retail Sales MoM (Apr) 8.50%
Source: Bloomberg
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Macroeconomics

. RBA kept rate steady, sounded more optimistic: The RBA left its
cash rate unchanged at a record low of 0.25% and maintained its target
yield on 3-year Australian government bond. RBA sounded more
upbeat compared to the previous statement, suggesting that a
recovery in global economy is under way if infection rates continue to
decline. It added that it is possible that the depth of the dowturn will be
less than earlier expected. There has been a pick-up in some forms of
consumer spending. Nonetheless, the central bank’s tone remained
cautious, mentioning that the nature and speed of the expected
recovery, “remains highly uncertain and the pandemic is likely to have
long-lasting effects on the economy”. It kepts its dovish and
accomodative tone, and committed to do what it could. The cash rate
will not be increased until progress is made towards full employment
and inflation reaching 2-3% target.

. UK house prices rose at slower pace amid pandemic: The
Nationwide House Price Index fell 1.7% MOM in May, the largest
monthly fall since Feb-2009 following a small 0.9% increase in April.
This brings the annual growth rate to only 1.8% YOY, compared to
April's 3.7% gain. The housing market had gained traction after
Britain’s formal removal from the European Union in late January, but
has since then disrupted by the Covid-19 pandemic. Mortgage activity
declined sharply and housing transactions turned lower as the
population practised social distancing.

Forex

MYR (Slightly bullish)
e USDMYR suffered 0.95% DOD loss to close at 4.2765 on Tuesday amid

persisting dollar weakness, spurred by higher risk appetite.

o Daily outlook for USDMYR is slightly bearish on the back of persistent USD
weakness but we anticipate some technical consolidation after yesterday’s
sharp move. Uncertainties 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 might
led to a recovery in USD if risk appetites eventually retreat.

USD (Neutral-to-Bearish)

. On Tuesday, the US dollar continued to slide from market positioning and
momentum. The DXY fell by 0.2% to 97.67. DXY weakness has moved
beyond our Q2 forecast of 98.50 and towards our Q3 forecast of 97.50, as
markets moved 1-3 months ahead of fundamental recovery.

. We stay neutral to bearish on the USD over the coming week. We anticipate
some possible consolidation on stretched levels, possibly close to 97.50.

EUR (Neutral-to-Bullish)

. EUR/USD stayed close to the highest levels seen since mid-March. Pair is
now looking to regain footing at 1.1200. This continued the bid tone seen
since 26 May.

e  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. The bid tone
continued from 28 May, with pair now close to 1.2600.

e  Although there is scope for some near-term GBP catch-up 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 broke out of consolidation trend since 19 May. Pair surged above
108.00 to examine 108.80 levels at the time of writing. Bullish risk
sentiments have now turned on the JPY.

. We are slightly bearish on the JPY due to market optimism. Near-term,
USD/JPY may examine 109.00 levels.

AUD (Neutral-to-Bullish)

e  AUD/USD outperformed G10 currencies for a second consecutive day. Pair
climbed by 1.46% on Tuesday, reaching a high of 0.6922 on 3 June 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 later on.

SGD (Neutral)

. USD/SGD has moved further to the lowest levels seen since mid-March,
now below the 1.4000 big figure. This was helped by momentum towards
a weaker USD.

. 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. After hitting the 1.4000 level decisively, there may be some
consolidation ahead.
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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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