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Key Takeaways

Market Snapshots

Conclusion of a €750bn landmark deal by EU leaders to steer Last Price DoD % YTD %
the euro reigon out of recession after four days of intense |5, jones ind. 26 840.40 0.60 595
discussion sent cheers to the global financial markets. Major SR BOE 3.257.30 017 082
stock indices advanced globally in European and Asian

. i FTSE 100 6,269.73 0.13 -16.87
sessions earlier but the benchmark Dow and S&P 500 narrowed 25 635.66 557 B
gains while the Nasdag ended in the red as weaker than expected Hang Seng T ) -

. . A KLCI 1,595.93 0.41 0.45
corporate earnings outweighed positivity from talks of anohter
stimulus plan by Washington. STI 2,629.45 0.50 -18.41
Dollar Index 95.12 -0.75 -1.32
The greenback came under selling pressure amid gains in all  [WTl oil ($/bbl) 41.96 2.82 -31.28
majors led by the Aussie (+1.6%). The Dollar Index lost ground [Brent oil ($/bbl) 44.32 2.40 -37.63
for the 3" straight day, down by 0.75% to 95.12, nearing its March | Gold (Sloz) 1,841.91 1.33 2144
low. Gold and US treasuries gained on paring of risk sentiments, |cpo (Rm/tonne) 2,708.00 275 -10.49
with the 10Y UST yields slipping 2bps to 0.59%. Meanwhile, crude  source: Bloomberg
oil narrowed its gains to close 2.4-2.8% higher on the day as
report showing a hefty increase in stockpiles dented the rally FX Daily Change vs USD
brought about by stimulus optimism earlier. Today, talks on (%)
additional stimulus from the US will be eyed given the current AUD 1.60
worrisome state of health and economic situation. This shall follow NZD 1.00
. . . EUR 0.69
more quarterly earnings reports from giants such as Microsoft,
. CHF 0.61
Intel, Tesla and Unilever.
CAD 0.57
. . . GBP 0.55
Data flow appears more positive. US Chicago Fed National IPY 0.44
Index picked up in June, to 4.11 from 3.50 in May. Jibun Bank PMI SGD 0 '43
readings improved but remained contractionary, suggesting the CNH 0.21 '
recovery ahead will be bumpy. Leading index continued to pick up MYR ®0.06
in Australia foretelling expectations for a better outlook ahead. The
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RBA minutes for 7 July reiterated previous stances to
maintain the accommodative approach for some time.

USD broadly weakened on Tuesday. DXY lost 0.75%, closing at

Source: Bloomberg

Overnight Economic Data

95.117. This brought it below our 2Q-2021 forecast. The bullish us A Japan L)
market sentiment mostly triggered strong momentum, with Australia A New Zealand >
investors focusing on US stimulus deal next. We are neutral to Hong Kong v
bearish USD on a one-week horizon.
USDMYR finished flat again on Tuesday as expected, inching a Up Next
minute 0.06% gain at 4.2610. USDMYR is expected to turn Date Event Prior
slightly bearish today following overnight USD weakness but 22/07 MA CPI YoY (Jun) -2.9%
overall outlook over the medium term remains neutral, susceptible MA Foreign Reserves (1.5 J.un) $103.4b

' US MBA Mortgage Applications (17 Jun) 5.1%
to shift in market sentiments. In the absence of fresh catalysts US FHFA House Price Index MoM (May) 0.2%
either from the domestic or external front, the pair should still sit US Existing Home Sales MoM (Jun) -9.7%
comfortably within 4.25- 4.29 in our view with 4.2530 serving as a 23/07  US Initial Jobless Claims (18 Jun) -

US Leading Index (Jun) 2.80%

key support for now.

US Kansas City Fed Manf. Activity (Jul) 1
EC Consumer Confidence (Jul A) -14.7

SG CPI YoY (Jun) -0.80%
Source: Bloomberg
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Macroeconomics

e Minutes showed RBA to maintain dovish policy: The RBA released
the minutes of its 71" July meeting, during which it had left the cash rate
unchanged at 0.25% and maintained its current policy package.
Following reviews, RBA members agreed that “there was no need to
adjust the package of measures in Australia in the current environment”.
They did not rule out adjusting the package if circumstances warranted.
Negative interest rates “remain extraordinarily unlikely”. There was also
“no case for intervention in the foreign exchange market”. While
assessing the economic outlook, RBA noted that timely indicators
showed that economic activity had generally picked up, suggesting that
the worst of the global economic contraction had passed. The outlook
however remained uncertain. Domestically, “economic conditions had
stabilised and the downturn had been less severe than earlier expected”.
Members reiterated that RBA’s policy package continued to work
broadly as expected and stated that its accomodative approach would
be maintained for as long as necessary.

e US Chicago Fed National Index picked up in June: Chicago Fed
national activity index improved for the 2" straight month to 4.11 in June
(May: 3.50 upwardly revised), bouncing back sharply from April’s -16.7.
The latest reading showed economic activities have been growing above
trend in the last two months, in line with economy reopening.

e Japan manufacturing and services PMI: Jibun Bank preliminary July
reading showed manufacturing and services sector remained in
contraction mode in Japan. The PMI manufactuirng picked up to 42.6
in July (Jun: 40.1) while the services inched marginally to 45.2 (Jun:
45.0). Despite the slight improvement, overall outlook remains dismal
spelling bumpy recovery ahead.

e Advances in Hong Kong headline CPI halved: Gain in Hong Kong
CPI moderated for the 3" consecutive month to 0.7% YQY in June (May:
+1.5% YOY), skewed by a higher base from pork prices that started
spiking last May. Meanwhile, underlying inflation that stripped off one-
off government relief measures also eased to 1.2% YQY in June (May:
+1.9% YOY). Inflation outlook is expected to remain soft given the
current weak demand condition.

e Australia leadindg index points to firmer outlook: Westpac leading
index picked up to +0.44% in June (May: +0.19%), signalling
expectations for the Australia economy to gain momentum in the months
ahead, but uncertainties surrounding the pandemic and US-China
relations will remain as key risk factors.

e New Zealand card spending extended monthly gain: New Zealand
credit card spending rose 14% MOM in June, following the hefty 59.4%
rebound in May. This translates to smaller annual fall of 9.2% YOY (May:
-20.6%) as consumer spending continued to recover in the country amid
successful containment of Covid-19 outbreak.

Forex

MYR (Neutral-to-Bullish)

USDMYR trended higher from a lower opening to finish flat again on
Tuesday as expected, inching a minute 0.06% gain at 4.2610. USDMYR is
expected to turn slightly bearish today following overnight USD weakness
but overall outlook over the medium term remains neutral, susceptible to shift
in market sentiments. In the absence of fresh catalysts either from the
domestic or external front, the pair should still sit comfortably within 4.25-
4.29 in our view with 4.2530 serving as a key support for now.

Factors supporting: Economic recovery

Factors against: Risk aversion, US-China relations, domestic politics

USD (Neutral-to-Bearish Outlook over 1 Week Horizon)

USD broadly weakened on Tuesday. DXY lost 0.75%, closing at 95.117. This
brought it below our 2Q-2021 forecast. The bullish market sentiment mostly
triggered strong momentum, with investors focusing on US stimulus deal
next.

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

Factors against: Complacent markets, positive developments from global
policymakers

EUR (Neutral-to-Bullish)

EUR/USD rose by 0.69% on Tuesday, helped by optimism on EU stimulus
package. This has brought pair above 1.15, closer to our 2021 forecasts.
Factors supporting: Solid fiscal support on confidence, recovering
economy

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

GBP (Neutral)

GBP/USD gained 0.55% on Tuesday amid USD weaknesses. This broke
1.27 big figure, closing to the 10 June high of 1.2813.

Factors supporting: Breakthrough in news

Factors against: Risk aversion, Brexit, twin deficits

JPY (Neutral)

USD/JPY fell 0.44%, despite underperforming compared to other currencies.
Against a longer trend, USD/JPY stayed relatively in a tight 106.5-107.5
range since 9 July. We still see a range of 106-108, now biased on the
downside.

Factors supporting: BOJ policy, risk aversion

Factors against: Weak fundamentals

AUD (Neutral-to-Bullish)

AUD/USD surged by 1.6% (with NZD also seeing a 1% gain vs. USD). Risk
sentiment climbed and the recovery in commodities helped break previous
long-held resistance levels. After reaching highest levels since April 2019,
0.72 is next big figure to watch.

Factors supporting: Current account, resilient economy

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

SGD (Neutral-to-Bullish)

USD/SGD fell by 0.43% on Tuesday. This brought pair towards the lower
range of 1.38-1.40 from bullish risk sentiment.

Factors supporting: Fed vs. MAS policy, economic recovery

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 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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