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Key Takeaways Market Snapshots

e US stocks struggled to find a direction overnight, leading
major benchmarks to close out the session on a mixed note Last Price DoD % YTD %
as investors. weighed the impact of surging inflation on the |50 jones Ind. 34,575.31 0.13 12197
manufa(.:turlng sector’s outlook. The Dow eked out Aa small S&P 500 4,202.04 005 ey
0.1% gain while the S&P 500 and NASDAQ both declined by
less than 0.1%. Crude oil prices soared to their highest levels FISE100 7,080.46 P.82 °.08
in two years after OPEC and its allies (known as OPEC+), led  |Hang Seng 29,468.00 1.08 8.21
by Saudi Arabia and Russia, agreed to ease the ongoing KLCI 1,585.90 0.15 -2.54
output cut they made at the start of the pandemic. This STI 3,187.23 0.73 12108
;Ee::lr)\s tha.t th_eijlou;d S;?Z[ tc;)_incrfe"as:e 450k barrTIs per dsy Dollar Index 89.83 0.00 042

pd) starting in July. Saudi Arabia will also separately ease the .

1mil bpd cut that it has undertaken earlier this year. The oil tel Y 67.72 — -
cartel offered upbeat comments on oil outlook, citing clear  |Brent oil (5/bbl) 70.25 134 35562
signs of improvement in demand. The international Gold (S/oz) 1,902.90 0.02 021
benchmark, Brent crude rose 1.3% to $70.25/barrel while the CPO (RM/tonne) 4,180.50 0.30 1036
US WTI gained 2.1% to $67.72/barrel.

e US treasury yields edged up slightly across the curve by 0.6 to FX Daily Change vs USD (%)
1.2bps. The benchmark 10Y UST last yielded 1.61% as the
market closed. The greenback recorded mixed performances. AUD 0.26
Gold prices stayed supported above the $1900/0z mark on CHF 0.16
Tuesday but have eased this morning. Asian stocks are poised IpY 0.08
for a muted start today according to the futures market, MYR -0.03
tracking the flattish US stocks overnight. Australia’s 1Q GDP SGD -0.05
report is today’s data highlight. Yesterday, the RBA has kept CAD -0.06
its policy intact and said would decide in July meeting, EUR -0.11
whether to extend the yield target and its QE program. NzD -0.18

CNH -0.19

e Latest PMI data showed that the manufacturing sector in the GBP -0.44
Western developed economies continued to expand, but 0.60 -0.40 0.20 0.00 0.20 0.40
growth potentials may have been stymied by the surging raw
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materials’ prices and particularly in the US, a shortage of
workers. Meanwhile, the manufacturing PMI in China,
Malaysia and Vietnam turned slightly weaker albeit still above
50. Other than that, private residential construction spending

us ) EZ )
continued to rise in the US. Inflation hit 2.0% in the Euro area. UK A cN >
The UK’s house prices saw a double-digit annual growth. Hong HK v VN 7
Kong’s retail sales were down on a month-on-month basis. MA W
e DXY was broadly unchanged on Thursday, at a close of 89.83. USD Up Next
weakened against AUD and JPY but strengthened against GBP, Date Events Prior
NZD and EUR. Daily outlook is neutral, as market focus shifts 02/06 AU GDP SA QoQ (1Q) 3.1%
towards non-farm payrolls, for a clue towards inflationary US MBA Mortgage Applications (28 May) -4.2%
pressures from the labour market. SG Purchasing Managers Index (May) 50.9
03/06 US U.S. Federal Reserve Releases Beige
e USD/MVYR held steadily at recent levels, closing little changed at US, EZ, UK, JP, CN Markit Services PMI
4.1265 on Tuesday. MYR remained resilient as the market may (May)
have taken comfort that the latest stimulus package only SG Markit Singapore PMI (May) 51.8
comprises a small RM5b fiscal injection. We continue to expect HK Markit Hong Kong PMI (May) 50.3
USD/MYR to trade on a neutral note today, but revised our weekly AU Exports MoM (Apr) -2%
range to 4.10- 4.15 this week in view of recent down moves, with AU Retail Sales MoM (Apr F) 1.10%
4.1500 remaining a key resistance. US ADP Employment Change (May) 742k
US Initial Jobless Claims (29 May) 406k
US ISM Services Index (May) 62.7

Source: Bloomberg
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Macroeconomics

Global manufacturing sector saw extended growth, struggled with

surging price pressures:

e The US' ISM headline manufacturing index rose to 61.2 in May
(Apr: 60.7), but manufacturers continued to struggle with surging
raw material prices as well as shortages of workers, limiting the
potential gain in overall production. The Markit Manufacturing
PMI rose to 62.1 (Apr: 60.5) and the survey also told us the similar
supply chain and raw input constraints.

e The Eurozone’s Markit Manufacturing PMI picked up further to
63.1 in May (Apr: 62.9) which is a record level in the survey’s
history, marking its third month hovering at above-60 levels.

e UK’s CIPS/Markit Manufacturing PMI surged to 65.6 in May (Apr:
60.9) amid looser pandemic restrictions and high levels of pent-up
demand.

e China’s Caixin Markit Manufacturing PMI was little changed at 52.0
in May (Apr: 51.9).

e  Malaysia’s manufacturing PMI edged lower to 51.3 in May (Apr:
53.9).

e  Vietnam’s manufacturing PMI slipped to 53.1 in May (Apr: 54.7).

US’ construction spending rose for the second month:

e  Construction spending in the US rose 0.2% m/m in April, following
the upwardly revised 1% growth in March. This was mainly
supported by the private residential sector (+1.0%) as developers
raced to build more houses to satisfy the strong housing demand.

e The Dallas Fed’s manufacturing index turned lower to 34.9 in May,
from 37.3 prior.

Eurozone’s headline inflation hit 2.0% in May:

e  The Eurozone’s HICP inflation rate came in slightly higher than
expected at 0.3% m/m in May (Apr: +0.6%). The annual rate
however rose considerably to 2% y/y (Apr: +1.6%), its highest rate
since Nov-18., thanks to lower base from the previous year. The
core CPl rate also accelerated to 0.9% y/y (Apr: +0.7%). This reflects
higher broad-based price gains across key sectors — energy
(+13.1%), food (+0.6% y/y), non-energy industrial goods (+0.7%
y/y) and services (+1.1%).

e On a separate note, the Eurozone’s unemployment rate fell to
8.0% in April, from 8.1% prior. This was better than the forecast of
8.1%, reflecting the positive impact of the services sector
reopening on the labour market.

UK’s home prices climbed further in May:

e  The Nationwide House Price Index rose more than expected by
1.8% m/m in May (Apr: +2.3%) as the economic reopening further
fuelled the already high housing demand, leading prices to rise
further in May. Compared to the same month last year, prices were
up by 10.9% y/y (Apr: +7.1%), the highest growth rate in nearly
seven years.

Hong Kong’s retail sales grew less than forecasted:

e  Hong Kong's retail sales rose less than expected by 12.1% y/y in
April (Mar: +20.2%). This compares to analysts’ forecast of 17.6%
and marked its second month of slower growth, despite having a
favourably low base from the same month last year (retail sales
had plunged 36.1% in April-20). On a monthly basis, retail sales
were down by 2.3% m/m (Mar: -6.4%), suggesting that the effect
of pent-up demand has waned in recent months.

Forex

MYR (Neutral)

e USD/MYR held steadily at recent levels, closing little changed at
4.1265 on Tuesday. MYR remained resilient as the market may have
taken comfort that the latest stimulus package only comprises a
small RM5b fiscal injection. We continue to expect USD/MYR to
trade on a neutral note today, but revised our weekly range to 4.10-
4.15 this week in view of recent down moves, with 4.1500 remaining
a key resistance.

USD (Neutral)

e DXY was broadly unchanged on Thursday, at a close of 89.83. USD
weakened against AUD and JPY but strengthened against GBP, NZD
and EUR. Daily outlook is neutral, as market focus shifts towards
non-farm payrolls, for a clue towards inflationary pressures from
the labour market.

EUR (Neutral)

e EUR/USD was down by 0.11% to close at 1.2213. Daily outlook is
neutral, with bias towards slight gains. This comes as the pair stayed
in highest levels since the start of 2021. Focus turns to the 1.23 big
figure as resistance, while 1.2040 is the support.

GBP (Neutral-to-Bearish)

e GBP/USD was down by 0.44%, closing at 1.4150, on profit taking
after the 1.4248 high. Daily outlook is biased towards slight losses
from current selloff. Markets are starting to look concerned
regarding Covid-19 variants. We place resistance at 1.4300 and
support at 1.4090.

JPY (Neutral-to-Bullish)

e USD/JPY was down by 0.08%, closing at 109.48. Pair started
Wednesday on a bid tone. Daily outlook for the pair is neutral-to-
bearish, eyeing 108.90. Resistance is at 110 and then 110.97.

AUD (Neutral)

e AUD/USD was 0.26% up to a close of 0.7754, as the Reserve Bank of
Australia said it will decide on quantitative easing and yield target in
the July meeting. It signalled at an unchanged cash rate until 2024
at the earliest. We see daily outlook for AUD/USD as being neutral,
as markets anticipate GDP data on 2 June and trade/retail sales on
3 June. Support at 0.7710 and resistance 0.7780.

SGD (Neutral-to-Bullish)

e USD/SGD was 0.05% higher, but still stayed around the 1.3220 range
for the third consecutive session. Pair opened Wednesday on an
offered tone and we see slight momentum on the downside to test
the 1.3189 low it set in the previous session. Support is at 1.3157
and resistance at 1.3380. Singapore releases PMI tonight.
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RBA offered no surprise, to offer decision on QE in next meeting

e  The RBA announced that it is maintaining its policy framework —
cash rate and 3-year government bond yield at 0.1%. Its bond
purchase program was kept at AUD100b.

e |t maintained its accommodative stance at the closing paragraph,
in order to meet its employment and inflation objective.

e |tsaid that it would, in the next meeting in July, whether to extend
the yield target or any future bond purchases. The current
AUD100b QE program is ending in September. This comes as
Victoria was currently putin a week-long lockdown to curb the new
Covid-19 outbreak.

e |t continues to “place a high priority on a return to full
employment”.

e Itrepeated thatit won’t increase cash rate until the actual inflation
rate sustainably within the 2-3% target range. Wage growth will
need to materially higher; it signalled that this would happen in
2024 at the earliest.
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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.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial
services group. These entities engage in a wide range of commercial and investment banking, brokerage, funds management,
hedging transactions and other activities for their own account or the account of others. In the ordinary course of their
business, HLB Group may effect transactions for their own account or for the account of their customers and hold long or
short positions in the financial instruments. HLB Group, in connection with its business activities, may possess or acquire
material information about the financial instruments. Such activities and information may involve or have an effect on the
financial instruments. HLB Group have no obligation to disclose such information about the financial instruments or their
activities.

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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