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Daily Market Highlights

Key Takeaways Market Snapshots
_ _ . Last Price DoD % YTD %
e US stocks gained further overnight, fueled by optimism
surrounding the reopening of the economy, despite the fact Dow Jones Ind. 25,548.27 221 -10.48
that US Covid-19 death tolls have now topped 100,000 in the US. | S&P 500 3,036.13 148 -6.02
The Dow Jones added another 553pts or 2.2% DOD and climbed FTSE 100 6,144.25 1.26 -18.54
above 25,000; the S&P 500 rose 1.5% to above 3,000 and Hang Seng 23,301.36 -0.36 -17.34
NASDAQ was up by 0.8%; Gains were broad-based across all KLCI 1.451.73 1.04 -8/62
) . o . .
eleven S&P 500 sectors, led by financials (+4.3.An) and |ndustr|a.ls STI 2.510.48 -0.43 2182
(+3.3%). On the same day, stocks had also picked up steam in
. . . . Dollar Index 99.06 0.2 216
Europe earlier althought ended on a mixed note in Asia.
WTI oil ($/bbl) 32.81 -4.48 -46.27
e 10Y treasury yield fell 2bps to 0.68% and gold price was flat at Brent oil ($/bbl) 34.74 -3.95 -48.55
$1709.47/ounce. Crude oil benchmarks eased around 4.0- Gold (S/oz) 1,709.47 -0.06 1273
4.5% as Russia was said to be considering to ease its CPO (RM/tonne) 2212.50 0.59 26.87

production cut starting in July or in other words, raise
. . Source: Bloomberg
production back to pre-OPEC+ agreement this year. Brent crude

settled at $34.74/barrel and WTI at $32.81/barrel. The dollar
regained some footing after weakening against major peers the FX Performances vs USD (Daily % change)
day before- the dollar index rose modestly by 0.2% to 99.06. MYR 033
Tension is still mounting over the China-Hong Kong autonomy EUR . '
issue. US Secretary of State Mike Pompeo said that Hong Kong CAD 0.18
has lost its autonomy under China which is expected to approve 1PY 017
a security law on the Special Administrative Region (SAR). CHF -0.26
NzZD -0.27
e The Fed fourth Beige Book for 2020 reported that economic SGD -0.30
activity declined in all districts, reflecting disruptions CNH -0.43
associated with the COVID-19 pandemic. US mortgage AUD -0.47
applications rose 2.6% last week as states reopened. The GBP -0.59
Richmond Fed Manufacturing Index rebouned from record low of
-53 to -27 in May. Source: Bloomberg
e The USD has been on a weakening trend since mid-May. On 27 May,
USD consolidated after weakening against major peers the day us >

before. DXY eventually rose by 0.2% to 99.06. However, the USD still
looks to move on a weaker trend in the coming days. We turn
neutral-to-bearish on the USD on a one-week basis. Risk sentiments Up Next
continue to improve as the worst of the pandemic is perceived to be

Date Event Prior
over. The USD has broadly shrugged off concerns on US-China 28/05 US GDP Annualized QoQ (1Q S) -4.80%
relations. US Durable Goods Orders (Apr P) -14.70%
US Initial Jobless Claims (23 May) 2438k
« USDMYR closed 0.33% lower at 4.3480 on Wednesday as USD was US Pending Home Sales MoM (Apr) -20.80%
weaker during the Asian session. Nontheless the pair is expected to US Kansas City Fed Manf. Activity (May) -30
. . . . EU Economic Confidence (May) 67
trend slightly higher today as USD regained some ground overnight NZ ANZ Business Confidence (May F) 45.6
thanks to cautious sentiment surrounding rising US-China tension. 29/05 US Advance Goods Trade Balance (Apr) -$64.2b
The US has yet to make an official response to China’s new security US Core PCE Price Index YoY (Apr) 1.7%
law on Hong Kong. US MNI Chicago PMI (May) 35.4
US U. of Mich. Sentiment (May F) 73.7
EU CPI Estimate YoY (May) 0.40%
JP Jobless Rate (Apr) 2.50%
JP Retail Sales YoY (Apr) -4.60%
JP Industrial Production YoY (Apr P) -5.2%
NZ ANZ Consumer Confidence Index (May) 84.8

Source: Bloomberg
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Macroeconomics

. Fed Beige Book reported grim picture of pandemic-stricken
economy: The Federal Reserve’s fourth Beige Book for 2020 reported
that economic activity declined in all districts, reflecting disruptions
associated with the COVID-19 pandemic. The fall in consumer
spending was “especially severe in the leisure and hospitality sector,
with very little activity at travel and tourism businesses”. There was also
sharp drop in manufacturing activity. Construction activity fell as well.
A large number of retail tenants had deferred or missed rent payments
and there was a strong demand for Paycheck Protection Program
(PPP) loans. Agricultural conditions worsened. Employment fell in all
districts while pricing pressures varied; weak demand weighed on
selling prices as observed in discounting for apparel, hotel rooms and
airfare.

. Mortgage applications increased as states reopened: Mortgage
applications in the US rebounded by 2.7% in the week ended 22 May,
reversing the 2.6% decline in the prior week. This reflects the 9%
increase in the number of applications (gauged by the Purchase Index)
to make home purchases, suggesting that the housing market is
recovering further as various states reopened. This is the Purchase
Index’s sixth consecutive weekly increase. Refinancing Index
meanwhile was flat, recording a mere week-on-week 0.2%.

. US Richmond Fed Manufacturing Index rebounded: The Richmond
Fed’s Fifth District Survey reported that is headline composite index
rose from a record low of -53 in April to =27 in May, still at its lowest
level since 2009, indicating that manufacturing remained soft in May.
In line with general trend elsewhere, the index for local business
conditions remained negative, but participants of the survey expected
conditions to improve in the next six months.

Forex

MYR (Slightly Bearish)

USDMYR closed 0.33% lower at 4.3480 on Wednesday as USD was weaker
during the Asian session.

Nontheless the pair is expected to rebound slightly today as USD regained
some ground overnight thanks to cautious sentiment surrounding rising US-
China tension. The US has yet to make an official response to China’s new
security law on Hong Kong.

USD (Neutral-to-Bearish)

The USD has been on a weakening trend since mid-May. On 27 May, USD
consolidated after weakening against major peers the day before. DXY
eventually rose by 0.2% to 99.06. However, the USD still looks to move on
a weaker trend in the coming days.

We turn neutral-to-bearish on the USD on a one-week basis. Risk sentiments
continue to improve as the worst of the pandemic is perceived to be over.
The USD has broadly shrugged off concerns on US-China relations.

EUR (Neutral-to-Bullish)

EUR/USD has broken the previous range of 1.0800-1.1000 that has
persisted for the most of April and May. Pair reached a high of 1.1031 on 27
May and look to have some momentum up.

As economic fundamentals look to improve as Eurozone economies reopen
cautiously from the Covid-19 pandemic, EUR/USD may gradually
strengthen, although we do not see much sustainability above 1.1100.

GBP (Neutral)

GBP has reverted and consolidated back below 1.2300 after reaching a
fortnightly high of 1.2363 on 26 May. This came as GBP steadily moved
from the low of 1.2076 on 18 May.

There may be some near-term potential for GBP to catch up after prior
underperformance. Still, we remain comparatively pessimistic regarding the
GBP thereafter. Covid-19, Brexit and risk aversion does not favour GBP in
our view.

JPY (Neutral-to-Bearish)

USD/JPY has been on a modest upward trend since 6 May, as risk
sentiments gradually recovered. After a brief correction on 26 May, pair
moved closer to MTD high of 108.09 (19 May).

We turn slightly bearish on the JPY due to market optimism. US-China
relations may pose some market concerns that may cap gains above 108.00.

AUD (Neutral-to-Bullish)

AUD/USD surged above 20 May’s 0.6616 to a high of 0.6680 on 27 May.
Despite some consolidation since, pair continues to stay at elevated levels,
benefitting from risk on mood.

AUD/USD is likely to be one of the primary beneficiaries of risk on mood in
markets. Commodity markets outlook is also recovering. However, concerns
on US-China may cause AUD to weaken in the coming months.

SGD (Neutral)

USD/SGD has stayed within the band of 1.4121-1.4279 since mid-May. This
can be attributed to swings in risk sentiments and some reassurance from
fiscal support. Lately, USD/SGD has lately consolidated near the 1.4200
level on some concerns of US-China relations.

There remains a lack of impetus to move SGD away from current ranges.
The SGD may still be vulnerable and underperform in current trends. Losses
may be capped on resilient fundamentals.
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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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