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Key Takeaways Market Snapshots

US equities fell for the second session on Friday,
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e The Dollar Index fell for the sixth consecutive session,
finishing 0.3% lower at 94.435 on Friday. The EUR, GBP and
AUD continued to be pushed higher. The bearish momentum
continued further on Friday. DXY reached a low of 94.334 as a
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19 cases hurt the economy. July Markit PMI figures are

important for USD direction, with markets expecting positive

prints, alongside advance GDP estimates. Corporate earnings Up Next

can also help to swing USD direction. Fed actions are also likely Date Event Prior
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. USD/MYR rose a mere 0.1% DOD on Friday to 4.2630, in line CH Industrial Profits YoY (Jun) 6.0%
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likely in the range of 4.24-4.27 in anticipation of overall risk
aversion in the markets. While the downward trajectory in the pair
appears to be interjected temporarily, the pair is still expected to
test 4.2450- 4.2480 this week. USD movement and shift in risk
sentiments will remain a key determinant for MYR fate.

US Richmond Fed Manufact. Index (Jul) 0
Source: Bloomberg
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Macroeconomics

Markit Flash PMIs point to continuous economic recovery:

- US manufacturing PMI rose to six-month high of 51.3 in July (Jun:
49.8), a reading above 50 indicates that the sector has returned to
growth. The services PMI also edged up to 49.6 in July (Jun: 47.9).

- EU manufacturing and services PMIs both surprised on the upside,
bouncing back above expansionary mode and also way above pre-
pandemic levels based on preliminary readings. The
manufacturing PMI printed at a 19-month high of 51.1 in July (Jun:
47.4) while services at a 29-month high @ 55.1 (Jun: 48.3).

- UK manufacturing and services PMIs also came in better than
expected. The manufacturing PMI printed at a 16-month high of
53.6 in July (Jun: 50.1) while services at a record high @ 56.6 (Jun:
47.1).

Housing demand stayed high in June despite pandemic: New
home sales in the US recorded a 13.8% MOM growth in June to a
seasonally adjusted annual rate of 776k units, while the gain in May
was revised up substantially from 16.6% to 19.4%. The better-than-
expected number confirmed that housing demand remains high in the
US despite huge uncertainty surrounding the economic outlook of the
pandemic stricken country.

UK consumers remained pessimistic: Consumer confidence as
measured by GfK was unchanged at -27 in July, reflecting weaknesses
and pessimism in the consumer sector going forward. Contrary to this,
retail sales indeed expanded at a robust pace of 13.9% MOM in June
(May: +12.3% upwardly revised), erasing all losses during the
lockdown months. The jump was mainly spurred by non-essential
purchases, which to us was due to pent-up demand that would
dissipate sooner than later.

Singapore industrial production surprised on the downside:
Industrial output contracted more than expected by 6.7% YOY in June,
after a downwardly revised 8.1% fall in May. This came as biomedical
retreated, falling 30.6% YOY. Electronics production was surprisingly
strong, with an expansion of 17.3% YQOY. Overall outlook still looks
volatile, and this IPI print came after a double-digit expansion in non-
oil domestic exports in June

Forex

MYR (Neutral)

¢ USD/MYR rose a mere 0.1% DOD on Friday to 4.2630, in line with our neutral
expectation. Daily trading range remained tight within 4.2575 - 4.2665. MYR
outlook is largely neutral this week, likely in the range of 4.24-4.27 in
anticipation of overall risk aversion in the markets. While the downward
trajectory in the pair appears to be interjected temporarily, the pair is still
expected to test 4.2450- 4.2480 this week. USD movement and shift in risk
sentiments will remain a key determinant for MYR fate.

e Factors supporting: Economic recovery

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

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

e The bearish momentum continued further on Friday. DXY reached a low of
94.334 as a result of a weaker US PMI (compared to Eurozone and UK).

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

e Factors against: Complacent markets, positive developments from global
policymakers

EUR (Neutral-to-Bullish)

e EUR/USD hit another high of 1.1658 on Friday, after solid PMI figures. EUR
remains favoured even as risk aversion climbed, due to more confidence in
policy making and economic rebound.

e Factors supporting: Solid fiscal support on confidence, recovering
economy

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

GBP (Neutral)

e GBP/USD reached a high of 1.2804 before closing slightly lower at Friday’s
close. This is the highest since March.

e Factors supporting: Breakthrough in news

e Factors against: Risk aversion, Brexit, twin deficits

JPY (Neutral-to-Bullish)

e USD/JPY dipped sharply on Friday, hitting a low of 105.68 before
rebounding to 106.14 at close. We turn more bullish on JPY on potential
risk adversity.

e Factors supporting: BOJ policy, risk aversion

e Factors against: Weak fundamentals

AUD (Neutral)

e AUD/USD remained range bound as it got stuck at elevated. We turn neutral
on market fears returning.

e Factors supporting: Current account, resilient economy

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

SGD (Neutral-to-Bullish)

e USD/SGD came off on Friday to close at 1.3824. Pair remains in attempts
to break 1.38 level as USD weakened.

e Factors supporting: Fed vs. MAS policy, economic recovery

e 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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