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Global Markets Research

Daily Market Highlights

Key Takeaways

US stocks jumped following the Memorial Day weekend,
tracking higher stocks in the European and Asian markets
earlier. This came after Maryland-based Novanax’s
announcement of its first clinical vaccine trial on human, building
on recent optimism that the world-wide effort to develop a Covid-
19 vaccine is gathering steam. While economic data remained
generally poor and point to a deep recession, markets focused
on the gradual reopening of economies and the accompanying
recovery, in the States and around the world as infection rate
eased. The Dow Jones on Tuesday rose 530pts or 2.2% DOD.
The S&P500 failed to hold above 3000 at closing albeit being
above the level for most part of the session; nonetheless the
index closed 1.2% higher. NASDAQ underperformed with a
mere 0.2% gain as tech stocks experienced minor losses.

The renewed risk appetites also resulted in higher treasury
yields (10Y UST added 4bps to 0.7%), lower gold price (-
1.2% to $1710.58/ounce) and also a weaker dollar; the dollar
index lost 1% DOD, its largest single-day decline since the last
week of March. Crude oil prices were higher — Brent crude rose
1.8% DOD to $36.17/barrel and WTI was up by 3.3% at
$34.35/barrel. Futures are pointing to mixed openings and
markets are shifting attention to Washington’s potential
response to China’s new national security law on Hong
Kong.

US data were mixed. Consumer confidence was up this
month and Dallas Fed index rebounded as the economy
reopened; new home sales registered a surprise albeit minimal
gain. Chicago Fed National Activity Index pointed to a recession.
Elsewhere, Japan’s All Activity Index fell sharply in March even
ahead of the nationwide lockdown. New Zealand’s monthly trade
surplus at record high thanks to falling imports. Singapore’s 1Q
GDP growth was revised upwards from -2.2% to -0.7% YOY
and the additional budget measures brought total budget
spending to 20% of GDP.

USD weakened, after market sentiments turned more positive.
The dollar index lost 1% DOD, its largest single-day decline
since the last week of March. We remain slightly bullish on the
USD on a 1-week basis. The US dollar may rise on further
concerns on US-China relations. Besides, the threat of a second
wave of Covid-19 infections remain moderate-to-high. However,
sentiments continue to improve as the economy reopens and
economic activities start to recover.

USDMYR last closed higher (+0.39%) on 22 May (Friday) ahead
of the long weekend in Malaysia. Outlook for MYR is bullish
taking cue from weaker USD overnight amid a broad-based
improvement in risk sentiment; US-China tension that could still
escalate from Washington’s response to China’s new Hong
Kong security law, and pose a major downside risk to the local
unit.
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Market Snapshots

Last Price DoD % YTD %
Dow Jones Ind. 24,995.11 2.17 -12.42
S&P 500 2,991.77 1.23 -7:40
FTSE 100 6,067.76 124 -19.55
Hang Seng 23,384.66 1.88 -17.05
KLCI 1,447.67 0.76 -8.88
STI 2,530.20 0.00 -21.49
Dollar Index 98.91 -1.0 28
WTI oil ($/bbl) 34.35 3.30 -43.74
Brent oil ($/bbl) 36.17 1.80 -45.53
Gold (S/o0z) 1,710.58 -1.23 13,04
CPO (RM/tonne) 2,199.50 0.62 -27.30
Source: Bloomberg
FX Performances vs USD
(Daily % change)

AUD 1.65

NzD 1.57

CAD 1.52

GBP 1.17

EUR 0.77

CHF 0.62

SGD 0.61

JPY 0.16

MYR = 0.00

CNH  0.00

Source: Bloomberg

Overnight Economic Data
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Up Next
[DE] Event
27/05 US MBA Mortgage Applications (22 May)
US Richmond Fed Manufact. Index (May)
28/05 CN Industrial Profits YoY (Apr)

US U.S. Federal Reserve Beige Book
US GDP Annualized QoQ (1Q S)

US Durable Goods Orders (Apr P)

US Durables Ex Transportation (Apr P)
US Core Capital Orders (Apr P)

US Initial Jobless Claims (23 May)

US Pending Home Sales MoM (Apr)
US Kansas City Fed Manf. Activity (May)
EU Economic Confidence (May)

EU Consumer Confidence (May F)

NZ ANZ Business Confidence (May F)

Source: Bloomberg
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Macroeconomics Forex
e Unexpected increase in US consumer confidence: The Conference MYR (Bullish)

Board Consumer Confidence Index picked up a little from 87.5 in April
to 86.6 in May, beating analysts’ expectations. The Present Situation
Index slipped from 73.0 to 71.1 but the Expectations Index rose to 96.9
(Apr: 94.3) indicating consumer optimism over a more favourable
outlook for income, business and labour market condition in the short
term. Conference Board said that the gradual reopening of the economy
“helped improve consumers’ spirit” but they remain concern over their
financial prospect.

Chicago Fed Index point to substantial fall in US growth: The
Chicago Fed National Activity Index plummeted to -16.74 in April, from
-4.97 in March, pointing to sharp decline in economic activity across the
US following state governments’ social distancing rules. All four broad
categories made negative contributions and recorded MOM decline. The
index’s three-month moving average fell to -7.22 in April (Mar: -1.69) of
which a level below -0.7 has historically been associated with an
increasing likelihood of a recession following a period of economic
expansion. On a separate and brighter note, the Dallas Fed
Manufacturing Business Index rebounded sharply from -74 to -49.2 in
May, largely in line with the broad-based recovery in sentiment though
the depressed level still indicates contraction in activity.

e Small unexpected gain in US new home sales: New home sales
defied expectations to record a 0.6% MOM increase to a seasonally
adjusted rate of 623k units in April, following the sharp 13.7% decline in
the prior month. This is a welcoming surprise considering the fact that
analysts had been expecting a downbeat 21.9% fall in new home sales.
It's worth noting that the gain is paltry and could be temporary as the
economy remains in a downturn. Meanwhile, the Federal Housing
Finance Agency reported that its House Price Index managed to gain a
mere 0.1% MOM in March (Feb: +0.8%). The S&P CoreLogic Case-
Schiller National Index posted a 0.5% MOM increase and a 4.4% YOY
gain (Feb” +4.2%). Dow Jones Indices, the publisher of the index warned
that March prices haven't yet reflect any adverse effects from the
governmental suppression of economic activity to curb Covid-19. April
data may “show a more noticeable impact.”

e Japan All Industry Activity Index fell 3.8% ahead of lockdown: The
All Industry Index fell 3.8% MOM in March to below 100, following the
small 0.7% decline in February, reflecting the the contraction in industrial
production (-3.7%) and tertiary activity (-4.2%) which made up more than
70% of the headline index. Construction activity defied trend and gained
1.4%. The index is likely to experience larger decline in April when the
country went into a nationwide lockdown in mid-April.

e New Zealand hit record monthly trade surplus: New Zealand saw its
trade surplus jumped to an all-time high of NZD1.3b in April, from
NZD722mil in March as imports plummeted last month, coinciding with
the Covid-19 pandemic lockdown from end March to April. Imports
dropped by NZD1.1b or 22% YQY, the second largest fall on record
since 1960 according to StatNZ. Exports meanwhile fell $220mil or 4%
compared to the same month last year as log export saw tremendous
decline amid a suspension in operation. Dairy and fruit exports were
strong.

USDMYR last closed higher (+0.39%) on 22 May (Friday) ahead of the long
weekend in Malaysia.

Outlook for MYR was bullish taking cue from weaker USD overnight amid a
broad-based improvement in risk sentiment; US-China tension that could still
escalate from Washington’s response to China’s new Hong Kong security
law, and pose a major downside risk to the local unit.

USD (Neutral to Bullish)

USD weakened, after market sentiments turned more positive. The dollar
index lost 1% DOD, its largest single-day decline since the last week of
March.

We remain slightly bullish on the USD on a 1-week basis. The US dollar may
rise on further concerns on US-China relations. Besides, the threat of a
second wave of Covid-19 infections remain moderate-to-high. However,
sentiments continue to improve as the economy reopens and economic
activities start to recover.

EUR (Neutral)

EUR/USD hit a high on 1.1008 on 21 May, after seeing a bid tone since 15
May. Pair came off on some profit taking and has rebounded to close to the
1.1000 big figure on Tuesday.
Pair likely to remain within the 1.0800-1.1000 big figures. Economic
fundamentals look to improve as Eurozone economies reopen cautiously
from the Covid-19 pandemic.

GBP (Neutral)

GBP experienced a strong rebound on Tuesday after consolidating prior.
GBP/USD surged above 1.2300 after hovering close to the 1.2200 levels.
We see some near-term potential for GBP to catch up after prior
underperformance. Still, we remain comparatively pessimistic regarding the
GBP thereafter. Despite economic reopening, the Covid-19 outbreak
continues to escalate in the UK. Brexit and risk aversion does not favour
GBP in our view.

JPY (Neutral-to-Bullish)

JPY has stayed on consolidation mode around the 107.40-107.80 range.
USD/JPY came off on some USD weakness and last around 107.50 level.
We do not expect significant weaknesses on the JPY at current levels. Policy
differentials between Fed and BOJ still favour slight JPY strength. Besides,
US-China relations may pose some market concerns. Our End-June forecast
is 107.

AUD (Neutral-to-Bearish)

AUD/USD surged above 20 May’s 0.6616 to a high of 0.6675 on 27 May.
Pair continues to stay at elevated levels, benefitting from risk on mood.
AUD/USD may correct after being stretched, partly from depressed
commodity markets and from rising US-China tensions. We see a
sustainable AUD/USD level at around 0.6300.

SGD (Neutral)

USD/SGD has come off by one big figure, closing below 1.4170 from 1.4248
a day earlier. This came as Singapore announced the Fortitude Budget to
support the economy.

Fragile risk sentiments may mean that USD/SGD stays close to current
levels around 1.4200. Other key drivers for USD/SGD will include the Covid-
19 situation, and US-China tensions.
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e Singapore 1Q GDP growth revised upwards; slower IPI and falling
prices:

— Singapore has upwardly revised 1Q GDP growth figure, to -0.7% YOY
from initial estimates of -2.2% (-4.7% QOQ SAAR from -10.6% prior).
However, the Ministry of Trade and Industry (MTI) has revised
downwards its GDP growth forecast for 2020, to -4 to -7% from -1 to
-4% previously. We believe that GDP growth is likely worst during 2Q
(particularly April and May), the circuit breaker period. At this moment,
we expect two waves of economic rebound. The first will likely be in
June, where the resumption of economic activities will help to negate
the doldrums in 2Q. The second will likely be in 2021 when a vaccine
or some cure to Covid-19 is found.

— Meanwhile, Singapore’s industrial production climbed 13% YOQY in
April, compared to a 16.5% expansion in March. This represented a
3.6% increase from March (accounting for seasonal effects), despite
the circuit breaker in place for most of April. Industrial production
remains supported by biomedical production (100.5% YOY),
particularly pharmaceuticals (141.3%). Excluding the biomedical
industry, the outlook is much cloudier. Major sectors like electronics
(0.8% YQY), chemicals (-6.8%) and transport engineering (-24.1%)
saw subdued-to-sluggish growth. The good news is that numbers did
not collapse.

— Singapore’s headline inflation fell 0.7% YQY in April, worse than the
0% registered in March. This was dragged by the circuit breaker.
Private road transport inflation fell steeply from car prices, petrol
prices, and the suspension of the Electronic Road Pricing charges.
Core inflation also fell at a larger pace (-0.3% YOY from -0.2% prior).
This was broadly dragged across most major components. Only food
inflation rose from higher price increases in non-cooked food items.
Meanwhile, deflationary pressures as high, as headline and core
inflation fell at a larger pace compared to a month ago. This may be
temporary as some items’ prices fell as a result of the circuit breaker.
A sustained fall in price expectations (not our core view) may increase
the likelihood of the Monetary Authority of Singapore doing more
easing in October.

— Singapore’s fourth Fortitude Budget announced yesterday entailed an
additional SGD33bn, brining the total to almost SGD100bn or 20% of
GDP. It seeks to address gaps and revive confidence for both
businesses and consumers. For businesses, it is about further
support to 3Cs — cash flow, costs and credit. It is also about digital
transformation. For individuals, it is about jobs, jobs and jobs — Jobs
Support Scheme, foreign worker levy waiver, and Covid-19 Support
Grant. The additional Jobs Support Scheme will cost SGD 2.9bn.
Rental relief for SMEs will cost SGD 2bn. About $2 billion is set aside
for the SGUnited Jobs and Skills Package this year. The budget
deficit will rise to 15.4% of GDP, or SGD 74.3bn. This is the largest
ever overall Budget deficit.
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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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