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Global Markets Research
06-Aug: S&P 500 & NASDAQ at all-time highs

US stocks boosted by positive US data & corporate earnings
Renewed risk sentiment weighed on treasuries & gold
Bank of England left monetary policy unchanged

e US stocks rallied on Thursday as solid corporate earnings and positive economic Key Market Metrics
data sent the S&P 500 and NASDAQ to record high levels. The renewed risk Level did (%)
appetites in turn dragged down safe haven assets, weighing on treasuries and gold Equities
prices. Dow Jones 35,064.25  0.78
e The S&P 500 saw a 0.6% rebound, supported by the robust gains in nearly all its sub-
sectors; shares of energy, financials and utilities companies surged over 1%. S&P 500 i 2 Y
NASDAQ advanced 0.8% as tech shares rose. The Dow Jones climbed 0.8%, less than NASDAQ 14,895.12 0.78
100pts away from its all-time high level. Stoxx 600 469.96 0.37
e Yields picked up 1.8 to 4.8bps across the curve even though initial jobless claims fell FTSE 100 712043  -0.05

last week. The yield on 10Y UST ticked up 4.1bps to 1.22%. The dollar recorded
mixed performances, leaving the DXY little changed (-0.03%) at 92.24. Commodity
currencies strengthened alongside the sterling after the BOE maintained policy and

Nikkei 225 27,728.12 0.52
Hang Seng 26,204.69 -0.84

signalled some modest tightening only if it meets economic targets. JPY weakened Straits Times  3,175.10  -0.25
the most while EUR and CHF were flat. USD/MYR closed marginally lower at 4.2165 KLCI 30 1,495.78 0.30
(-0.09%) on Thursday. Pair is expected to trade within 4.21-4.23 ahead of the
weekend as investors monitor the local pandemic situation ahead of tonight’s US EX
job data and next week’s Malaysia GDP. o el Trie 9224 -0.03
e Gold futures edged lower on Thursday to $1805.1/0z. Crude oil prices rebounded
around 1.3% from a three-day slide as Middle East tensions intensified. Brent crude ERAR 11834 -0.03
picked up to $71.29/barrel while WTI to $69.09/barrel. GBP/USD 13931 0.30
e The US government releases its July nonfarm payroll data today and a survey by usD/JpY 109.77  0.26
Bloomberg showed a consensus estimate of 858k job gains last month. Stock AUD/USD 0.7405 0.35
futures indicated higher openings in Hong Kong and Japan as equities are set to USD/CNH 6.4620  -0.02
track the rallies in US markets overnight. USD/MYR 42165  -0.09
USD/SGD 1.3510 0.00

BOE left policy unchanged and warned of higher transitory inflation:
e The Bank of England left its policy unchanged as expected and warned of a period of

Commodities
high inflation in the UK, as it predicted inflation to hit 4% in the fourth quarter this

year, driven by higher energy and other goods prices. Nonetheless it said that inflation WTI (3/bbl) Ll =
is expected to be transitory as CPI will eventually fall back to its 2% target in the  Brent ($/bbl) 729 129
medium term. Gold ($/0z) 1,805.10  -0.30

e The MPC said that its current guidance specifies that it does not intend to tighten Source: Bloomberg, HLBB Global Markets
policy at least until there is clear evidence that significant progress has been made Research
towards achieving its targets. The existing stance of policy remained appropriate.

e The MPC said it would focus on the medium prospects for inflation, rather than
temporary factors such as capacity pressures which had driven up prices. It will
monitor the labour market closely. It concluded that some “modest tightening of
monetary policy” is likely to be necessary if the economy evolved broadly with its
central projection in the accompanying August monetary policy report.

e In terms of economic assessment, BOE expects the UK GDP to have grown 5% in 2Q,
leaving it 4% below the pre-pandemic level, followed by a 2.9% growth in 3Q. The
economy is expected to return to its pre-pandemic level in 4Q. It projects GDP for the
full year of 2021 to be at 7.25%.




BOE governor Andrew Bailey said that the Bank rate (unchanged at 0.1%) is the main
tool for altering monetary conditions, adding that economic recovery in the UK will be
bumpy.

US initial jobless claims at 385k last week; US June trade deficit at record high:

The number of first-time jobless claims were lower at 385k last week, compared to
the slightly revised 399k in the week before, offering some comfort to markets
following the hugely disappointing ADP private payrolls data on Wednesday. Initial
jobless claims continued to decline as hiring activity remained robust in the US,
although the struggle to fill vacancies is real.

The US recorded its largest monthly trade deficit on record in June, at $75.7b (May: -
$71.0b), as the robust demand for overseas goods drove up imports to an all-time
high of $283.4b (+2.1% m/m). The higher prices of petroleum products had also
contributed to the overall elevated inbound shipment value. Export growth was
comparatively weaker at 0.6% m/m, underperforming imports for the second
consecutive months, as the supply chain constraints in the manufacturing sector
weighed on overseas shipments.

Japan’s household spending remained weak; cash earnings boosted by bonus payment:

Japan’s household spending declined 3.2% m/m in June, as the State of Emergency
measures to contain the Covid-19 outbreak remained in place for most of June,
weighing on consumption. On a year-on-year basis, spending was down by 5.1% (May:
+11.6%), partly because of the unfavourable base from last year when spending had
surged following the relaxation of Covid restrictions.

A separate report showed that Japan’s labour cash earnings surged over 61% m/m in
June (May: -1.7%), driven largely by the summer bonus pay-out in that month. Base
pay and overtime earnings also posted month-on-month increases, as the latter was
boosted by the lifting of the State of Emergency on 20 June. On a year-on-year basis,
the headline earnings were marginally lower (-0.1% y/y vs +1.9% y/y prior).

Australia trade surplus at record high as iron ores shipments jumped:

Australia’s June trade surplus roughly matched expectations, coming in at a new
record of AUD10.5b, higher than the previous month’s surplus of AUD9.3b. Imports
registered a softer month-on-month growth of 1% (May: +3%) as demand for oversea
goods were hampered by the regional lockdowns in Australia to contain the Delta
variant.

Exports rose steadily by 4% m/min June (May: +4%), supported by the steady demand
from China, particularly for iron ores. Exports to China were up by 8.2 m/m while
shipments to other key trading partners picked up as well. Total exports of iron ores
surged 6.2% m/m, setting another fresh record.

House View and Forecasts

FX This Week 3Q-21 4Q-21 1Q-22 2Q-22
DXY 91.00-93.00 92.00 91.50 90.00 89.00
EUR/USD 1.17-1.19 1.18 1.19 1.21 1.22
GBP/USD 1.38-1.41 1.40 1.41 1.43 1.45
AUD/USD 0.73-0.75 0.74 0.74 0.76 0.77
usD/JPY 108.55- 109.00 108.00 107.00 105.00
110.52
USD/MYR 4.21-4.25 4.23 4.20 4.20 4.15
USD/SGD 1.34-1.36 1.35 1.35 1.34 1.33
Policy Rate % Current 3Q-21 4Q-21 1Q-22 2Q-22
Fed 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50
ECB -0.50 -0.50 -0.50 -0.50 -0.50
BOE 0.10 0.10 0.10 0.10 0.10
RBA 0.10 0.10 0.10 0.10 0.10
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
BNM 1.75 1.50 1.50 1.50 1.50
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Fed 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50
Source: HLBB Global Markets Research

Up Next
Date Events Prior Hong Leong Bank Berhad
06/08 MA Forelgn-Reserves (30 Jul) $111.1b e e Ee el e e
US Change in Nonfarm Payrolls (Jul) 850k Global Markets
US Unemployment Rate (Jul) 5.9% Level 8, Hong Leong Tower
US Average Hourly Earnings YoY (Jul) 3.6% 6, Jalan Damanlela
09/08 CN CPI YoY (Jul) 1.1% Bukit Damansara
CN PPI YoY (Jul) 8.8% 50490 Kuala Lumpur
MA Industrial Production YoY (Jun) 26.0% Tel: 603-2081 1221
EZ Sentix Investor Confidence (Aug) 29.8 Fax: 603-2081 8936
US JOLTS Job Openings (Jun) 9209k HLMarkets@hlbb.hongleong.com.my

Source: Bloomberg

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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