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Daily Market Highlights

Key Takeaways

Market Snapshots

US stocks extended gains for the third session, boosted by the Last Price DoD % YTD %
surprise 17.7% jump in May retail sales data that point to a return Dow Jones Ind. 26,280.98 2.04 7588
of consumer spending following the easing of social distancing rules SOP BOE 3.124.74 1.90 308
across the country, as well as the $1 trillion infrastruture spending FTSE 100 6.242.79 e L 5
announced by Trump. Industrial production also managed to
recovered 1.4% from its record decline although the actual number e S 24,344.09 — 564
. . KLCI 1,517.71 1.26 -4.47
missed expectations. The Dow Jones added 527pts or 2.0%, the
S&P500 rose 1.9%, boosted by broad-based gain across all eleven  |ST! 2,666.85 2108 .25
sectors while NASDAQ picked up 1.7%. Stocks of retailers like Kohl, ~ [DPollar Index 96.96 0.3 0i7
Nordstrom and Gap rallied more than 8%. Stock markets in Europe WTI oil ($/bbl) 38.38 3.39 -37.14
and Asia had also finished higher earlier, riding on the Federal Brent oil ($/bbl) 40.96 3.12 -38.91
Reserve’s most recent announcement that it would purchase Gold (S/oz) 1,726.53 0.08 13,91
individual corporate bonds to support the US economy. European CPO (RM/tonne) 2,369.50 -0.94 -21.68

benchmarks gained around 3% while key Asian markets picked up

1.5% to nearly 5%.
Daily FX Performances vs USD (% change)

Global bond yields generally edged up on the back of better risk CAD 0.24
sentiment; 10Y UST vyield rose 3 basis points to 0.75%. Spot gold MYR 0.04
rose slightly to $1726.53/ounce; Brent crude settled 3% higher at JPY 0.01
$40.96/barrel. US housing starts and building permits data are CNH _0.14
due tonight and shall offer assessment of the post-lockdown SGD -0.21
homebuilding activity and real estate outlook in general. CHF -0.23

GBP -0.25
Elsewhere, the June ZEW Expectations Survey shows that German NZD -0.36
investors turned more upbeat over Germany’s as well as the AUD -0.43
broader Eurozone’s economic outlook. UK unemployment rate EUR -0.52
surprisingly held unchanged at 3.9% in April and data are not likely

reflective of the actual state of the labour market. In Japan, the BOJ
expanded corporate bond purchase program. Today’s trade data
show more than 20% decline in international trade. RBA minutes

Source: Bloomberg
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Overnight Economic Data

offered no new insights. Singapore NODX resumed decline. us A  Eurozone L)
UK A Japan 17

The USD rebounded on Tuesday. DXY recovered by 0.3%, closing Singapore v

at 96.958. It gained against the EUR. AUD and NZD, reversing prior

day’s losses. DXY has seen some range movement since 10 June,

after a bottom of 95.716 on 11 June. We are neutral to bearish on Up Next

the USD for the week ahead, after the reversal. Risk sentiments Date Event Prior

now driving USD weakness. Fed accommodation will likely remain 17/06 US MBA Mortgage Applications (12/06) -

a large factor in driving further moves downwards. US Building Permits MoM (May) -20.8%
US Housing Starts MoM (May) -30.2%
EC CPI YoY (May F) 0.3%

USDMYR was little changed at 4.2770 on Tuesday. We remain UK CPI YoY (May) 0.8%

bullish on USDMYR today, as the pair might catch up with AU Westpac Leading Index MoM (May) -1.5%

overnight USD strength. In the short-to-medium term, uncertainty 18/06  US Philadelphia Fed Business Outlook (Jun) -43.1

surrounding US-China tension and the renewed worry about a new US Initial Jobless Claims (13/06) -

. 9 ) ) ) ) Y US Leading Index (May) -4.4%
Covid-19 outbreak in China continues to linger and pose as a UK Bank of England Bank Rate (18/06) 0.1%
downside risk to MYR. AU Employment Change (May) -594.3k

AU Unemployment Rate (May) 6.2%
NZ GDP SA QoQ (1Q) 0.5%

Source: Bloomberg
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Macroeconomics

e Record jump in US retail sales; meagre recovery in industrial
production: Retail sales rose 17.7% MOM in May, after the hefty 14.7%
decline in April; more than double analyst expectation of 8% rebound and
marked its sharpest jump on record. Nearly all categories of goods
recorded double-digit growth and in the case of clothing, a whopping
188% growth as the easing of social distancing rules led to a pent-up
demand among US consumers.

e Meagre recovery in US industrial production: Industrial production
rose 1.4% MOM in May, rebounding from the 12.5% record fall in April as
many factories “resumed at least partial operations as the US economy
reopened. The recovery was led by manufacturing output which rose
3.8% while mining and utilities registered decline.

e More optimistic German investors: German investors turned more
upbeat over the growth outlook of Germany’s as well as broader
Eurozone’s economy according to the June ZEW Economic Sentiment
Survey. The Economic Sentiment Index for Germany rose to 63.4 (May:
51) although the current situation index remained severely depressed (-
83.1 vs -93.5). The Economic Sentiment Index for Eurozone also
recovered further from 46 to 58.6.

e UK job data not reflective of the actual state of labour market: The
ILO unemployment rate surprisingly held unchanged at 3.9% in April,
believed to be due to reporting methodology that could still see the rate
spiking in the months ahead. The UK labour market also unexpectedly
added 8k of jobs in the three months to April, contrary to expectation a
decline of 83k. In what we believe are closer to reality, cliamant count rate
rose more than expected by 529k in May, although it was halved from the
month before, while average earnings decelerated sharply to 1.7% and
1.0% (ex-bonus), compared to March’s 2.7% and 2.3% increase
respectively.

e BOJ stood pat and only expanded corporate bond purchase
programme: BOJ maintained short term interest rate target at -0.1%, and
10Y JGB vyield target around 0%, but increased its Special Covid-19
Lending Programme (include purchases of commercial papers and
corporate bonds) from ¥75 trillion to ¥110 trillion. BOJ highlighted that the
Japanese economy is in an “extremely severe situation” due to the
coronavirus pandemic and will likely remain so for the time being.
However, the economy is likely to improve gradually, supported by
accommodative financial conditions and the government economic
measures. We expect no further changes in its already ultra-
accommodative policy stance in the near term.

e Japan international trade battered by pandemic: Japan exports
slumped 28.3% YQY in May, its largest fall in 10 years, following the
nearly 22% decline in April, in the wake of the lockdown that started in
mid-April. The decline was equally sharp and in fact turning steeper in
imports, with a 26.2% YQY fall in May (Apr: -7.1%).

e No new insights from RBA minutes: Minutes of the June RBA meeting
offered no new insights. The central bank said that the Australian
economy is experiencing the worst recession since 1930. Although the
downturn could be shallower than initially expected, accommodative fiscal
and monetary policy will be required for some time. The bank’s policy
measures were working broadly as expected and RBA is prepared to
scale up bond purchases again if necessary.

Forex

MYR (Bearish)
. USDMYR was little changed at 4.2770 on Tuesday.

. We remain bullish on USDMYR today, as the pair might catch up with
overnight USD strength. In the short-to-medium term, uncertainty
surrounding US-China tension and the renewed worry about a new Covid-
19 outbreak in China continues to linger and pose as a downside risk to
MYR.

USD (Bearish)

. The USD rebounded on Tuesday. DXY recovered by 0.3%, closing at
96.958. It gained against the EUR. AUD and NZD, reversing prior day’s
losses. DXY has seen some range movement since 10 June, after a bottom
of 95.716 on 11 June.

. We are neutral to bearish on the USD for the week ahead, after the
reversal. Risk sentiments now driving USD weakness. Fed
accommodation will likely remain a large factor in driving further moves
downwards.

EUR (Neutral-to-Bullish)

. EUR gains failed to gather momentum and EUR/USD came off on
Tuesday. EUR/USD has now stayed in a range of 1.1195-1.1422 since 4
June.

. We are neutral-to-bullish on EUR for the week. Momentum to weaken is
not strong at the moment. However, the EUR may turn out a casualty if
USD strengthens again.

GBP (Neutral-to-Bearish)

. GBP/USD weakened 0.25% on Tuesday, now showing signs of
consolidation.

. We are bearish on GBP during periods of USD strength. Fundamentally,
there are less reasons to be optimistic on the GBP than the EUR, given
Brexit uncertainty, worse Covid-19 infection and fundamentals.

JPY (Neutral-to-Bearish)

. JPY has moved in a range and stayed around 107.20 levels on Tuesday.

. We are neutral to bearish on the JPY on the week ahead. There exist
strong supports around the 106 and 107 big figures, unless risk aversion
climbs significantly.

AUD (Neutral)

. AUD/USD weakened by 0.43% to close at 0.6889.

. Despite looking stretched, AUD is now looking quite balanced in terms of
both its bullish and bearish signs. Pair remains much higher than 50, 100
and 200 day averages, so there may exist some pressure for a near-term
retreat to 0.6551-0.6665.

SGD (Neutral-to-Bearish)

. USD/SGD rebounded on Tuesday, now appearing to be in consolidation
mode since 10 June.

. Psychological resistance for USD/SGD is at 1.4000. Following which, the
attention may turn to 100-day moving average of 1.4085. Still, a weaker
USD may move USD/SGD to the lower half of the 1.38-1.40 range. A
breakthrough of this range will likely signal at some momentum.
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e Singapore NODX resumed decline: Singapore’s non-oil domestic
exports fell 4.5% YOY in May, reversing a 9.7% increase in April. This
came despite a 12.5% YOY surge in electronics exports. Non-electronics
exports contracted 8.8% YOY, particularly weighed down by
petrochemicals. The data provided an early warning into the
pharmaceutical sector’s performance. It may normalise from astronomical
levels in the coming months.
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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.

4


mailto:HLMarkets@hlbb.hongleong.com.my

