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Daily Market Highlights

Key Takeaways Market Snapshots
e US stocks extended gain overnight as markets eyed a new Last Price DoD % YTD %
stimulus deal at Congress. The Dow Jonesrose 164ptsor 0.6% Dow Jones Ind. 26,828.47 0.62 -5,99
while both the S&P500 and NASDAQ registered more modest S&P 500 3,306.51 0.36 2.34
gainsof 0.4%. Energy sharesled the gainsalongside higher crude FTSE 100 6,036.00 0.05 19 97
oil priceswhile financial and healthcare shares suffered losses. e 24,046.63 2.00 B
Stocks rallied despite rising US-China tension over President KLC) 1,575.94 0.21 ols1
Trump’s comments on Microsoft's plan to purchase the US
. . . . STI 2,515.70 1.24 21.94
operation of Tik Tok Investorsboughtinto stocks, for fear of losng
out of a potential stimulus aid rally. Bloomberg reported that the Dollar Index 93.38 0.17 312
US and China are now planning to review its Phase One trade iUl il 0 ssl) 41.70 1.68 8171
(signed in January) thismonth. Elsewhere, stocks largely gained Brent oil ($/bbl) 44.43 0.63 -32.68
in Europe aswell asthe Asia Pacific. Gold (S/oz) 2,001.20 1.79 31339
CPO (RM/tonne) 2,829.50 5.68 -6.48
e Treasury yields fell across the curve by 0.2-5bps, highlighting Source: Bloorrberg
some manner of co.ncernsm markets. 10Y UST fell nearly 5bps FX Daily Change vs USD (%)
to 0.51%. The ongoing bull run push gold prices abov e $2000
for the firsttime in history- futuresclosed at $2001.2/ounce and CAD 0.55
spot closed at $2019.21/ounce on Tuesday. Brent crude ros AUD 0.51
0.6% to $44.43/barrel despite rising demand concerns and CHF 0.50
OPEC’s upcoming liftof production cuts. EUR 0.35
JPY 0.22
e US factory orders recovered further in June. Eurozone SGD 0.21
producer pricesregistered minorrecovery asoil pricesstabilised. CNH 0.14
New Zealand job report was mixed — unemployment rate fell NZD 0.14
thanks to a shrinking labour force. Australia exports eked out a MYR 0.04
minor growth and retail salesrose forthe second month. The RBA GBP -0.03
had keptcash rate unchanged at 0.25% earlier yesterday. -0.10 000 010 020 030 040 050 0.60

. P . . Source: Bloorrber
e The greenback failed to maintain previous session’s g

momentum; the USD weakened modestly against most major . .
currenciesand the DXY fell nearly 0.2% to 93.38. Despite thiswe Overnight Economic Data

turn neutral as levels look stretched. We foresee some us A Eurozone 0
L Australia > New Zealand >
consolidation for now.
« USD/MYR finished little changed (-0.04%) at 4.2190 on Up Next
Tuesday as the ringgit held steady alongside its Asian peers Dale - YR - Prior
. . . 05/08 JP Jibun Bank Japan PMI Services (Jul F) 45.2
f':lgalnst the greenbackin the absence of catalyst. Daily outlook HK Markit Hong Kong PMI (Jul) 19.6
is expected to be largely neutral as the greenback w eakened SG Markit Singapore PMI (Jul) 43.2
slightly ov ernight. CN Caixin China PMI Services (Jul) 58.4
SG Retail Sales YoY (Jun) -52.1%
EU Markit Eurozone Services PMI (Jul F) 55.1
UK Markit/CIPS UK Services PMI (Jul F) 56.6
EU Retail Sales MoM (Jun) 17.8%
US ADP Employ ment Change (Jul) 2369k
US Trade Balance (Jun) -$54.6b
US Markit US Services PMI (Jul F) 50.0
US ISM Non-Manufacturing Index (Jul) 57.1
06/08 UK Bank of England Bank Rate (06 Aug) 0.1%
US Initial Jobless Claims (01 Aug) 1,434k

Source: Bloomberg




5 August, 2020

3% HongLeong Bank

Macroeconomics

. USfactory orders recovered further in June: Headline factory orders
rose for the second month by 6.2% MOM in June (May: +7.7%),
following the more than 10% fallin March and April at the onset of the
pandemic. Looking at details, orders of durable goods also increased
7.6% MOM (May: +15%), of which core capital orders (a gauge of
capex) recorded a 3.4% growth.

. Eurozone producer prices rebounded in June: Producer prices
index recov ered by 0.7% MOM in June, from the 0.6% decline in May .
This was mainly driven by the rebound in energy prices as prices of
other goods mostly recorded only slight increases. This led the annual
decline in PPI to narrowed to 3.7% YOY compared to the sharp 5%
decline prior.

. New Zealand’s labour force shrank, led to lower unemployment
rate: New Zealand unemploy ment rate fell to 4% in the second quarter,
from 4.2% in the first quarter, despite a fall in employ ment (-0.4% QOQ
vs 1%). mainly because of the shrinking of the labour force. Labour
participation rate fell substantially to 69.7% in 2Q from 70.5% after the
outbreak of the Covid-19 pandemic that has earlier led government to
impose a lockdown. On the bright side, employ ment was 1.2% higher
(1Q: +2.2%). compared to the same quarter last year. Wage growth
eased in 2Q — private wage growth slipped to 0.2% QOQ (1Q: +0.3%).

. RBA kept cash rate unchanged amid mixed economic data, virus
resurgence:

- RBA kept cash rate and 3-year yield target unchanged at 0.25%
and maintained its monetary policy stance. It said it would resume
purchasing Australian Government Securities tomorrow as yield
has gone up a little higher above 0.25% in recent weeks. It
flagged uncertainty ov er global economic recov ery outlook, citing
the containment of virus. Domestically, the recovery is likely to be
both uneven and bumpy, given the new outbreak in Victoria.
RBA’s baseline scenario is a GDP contraction of 6% in 2020,
followed by a 5% rebound in 2021. Inflation is expected to remain
below 2% ov er the next couple of years.

- Earlier release showed that Australia’s trade surplus widened to
AUDS8.2bin June, from the revised AUD 7.3b in May . The reading
missed expectation of AUD8.8b. Exports recov ered a mere 3.5%
MOM (May: -6.7% revised) following two months of decline.
Exports to China grew by 7.5% MOM, marking its fourth
consecutiv e growth after the plunge in February. Imports gained
forthe first time in six months by 1.3% MOM (May : -6.7%).

- Retail sales rose 2.7% MOM in June, following the nearly 17%
rebound in May, driven by recovery in sales of apparel as well as
at café and restaurants. For 2Q, retail sales fell 3.4% QOQ (1Q:
+0.7%), a result of the Covid-19 pandemic, slightly smaller than
the record fall (-3.7%) observed in 3Q2000.

Forex

MYR (Neutral)

USD/MYR finished little changed (-0.04%) at 4.2190 on Tuesday as the
ringgit held steady alongside its Asian peers against the greenback in the
absence of catalyst. Daily outlook is expected to be largely neutral as the
greenback weakened slightly ov ernight.

Factors supporting: Economic recovery

Factors against: Risk aversion, US-China relations, domestic politics,
imposition of second lockdown

USD (Neutral Outlook over 1 Week Horizon)

USD weakened on Wednesday, looking towards the 92.55 low on 31 July.
Despite this we turn neutral as levels look stretched. We foresee some
consolidation for now.

Factors supporting: Risk aversion, US-China relations, stretched low
DXY levels

Factors against: Complacent markets, positive developments from global
policy makers, poor US economy

EUR (Neutral)

EUR/USD has returned to 1.18 once again after a bid tone. We stay
slightly constructive on EUR on possible gains to close to 1.19 but levels
are ov erbought. Consolidation is due.

Factors supporting: Solid fiscal support on confidence, recov ering
economy

Factors against: Risk aversion, 2™ wave of Covid-19 infections,
stretched levels.

GBP (Neutral)

GBP/USD mov ed higher on Tuesday, and now looking to touch the 1.3113
high on 3 August. Pair in overbought territory and is due some
consolidation at some stage.

Factors supporting: Breakthrough in news, USD weakness

Factors against: Risk av ersion, Brexit, twin deficits

JPY (Neutral-to-Bullish)

USD/JPY mowed lower and is close to the 105.58 low seen on 3 August.
Giv en prior underperf ormance we see some near-term room for JPY gains
vs. the greenback. Consolidation may also be due close to 105 levels.
Factors supporting: BOJ policy, risk av ersion, USD weakness

Factors against: Weak fundamentals

AUD (Neutral-to-Bearish)

AUD/USD looked to a bid tone again on Tuesday, close to 0.717 levels
and looking to tough the 31 July high of 0.7227. Despite strong momentum
higher, we see possible correction.

Factors supporting: Current account, resilient economy

Factors against: Risk aversion, 2" wav e of Covid-19 infections, China-
Australia relations, stretched levels

SGD (Neutral-to-Bearish)

USD/SGD dipped lower on Tuesday below 1.373. Similar to other pairs
registering gains against USD, pair is looking to reach the 1.3689 low on
31 July. We see possibility of near-term correction.

Factors supporting: Fed vs. MAS policy , economic recov ery

Factors against: Risk aversion, trade war, US-China
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DISCLAIMER

This report is for information purposes only and does not take into accountthe 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 mentionedin this report and will not f orm the basis or a par 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 currentjudgment of the authors of the report and do not necessariy representthe opinion
of HLBB or any of the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected hereinmay 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 recipienttheredf in the event that any matter stated herein, or any opinion, projection, forecast or estimate setforth
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 deriv ed from or omission from the reports or matter. HLBB may, to the extent permitted by law, buy, sellor 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. Whilstevery 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 construedas a representation that the matters referred to thereinwill occur. Any projections or forecasts mentioned in this repot may
not be achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailabilty of
complete and accurate information. No assurance can be given that any opinion described herein would yield favorable investment resuts.
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 thelinked page or accessible fromit. Such linked websites are accessed entirely at y our 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 f or 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 reportis for the use
of the addressees only and may not be redistributed, reproduced or passedon to any other person orpublished, in partor 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 repot, a
recipient hereof agrees to be bound by theforegoing limitations.
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