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Daily Market Highlights

Key Takeaways Market Snapshots
e US stocks rose to records overnight as investors parsed the Last Price DoD % YTD %
Federal Reserve’s meeting minutes that reflected officials’
divided thoughts over the timing of tapering the $120b asset |PoW Jones Ind. 34,681.79 0.0 13132
purchase program. Nonetheless, the minutes showed officials’ |S&P 500 4,358.13 034 16103
general regard of progress towards this move, as the economy | FTSE 100 7,151.02 071 1069
recovered further from the pandemic. The S&I.D 500 rose 9.3% Hang Seng 27,960.62 040 .68
to set a record high after the brief retreat in the previous
. . . . . . KLCI 1,530.15 -0.10 -5.96
session, primarily supported by the infotech, industrials and
healthcare sectors. This marked the S&P 500 eight record- [STI 3,141.60 -1.54 1047
setting session within a nine-day period. NASDAQ eked out a |Dollar Index 92.64 041 3.01
tiny gain (+0.01%) and still at its all-time high. The Dow rose | \wTj oil ($/bbl) 72.20 1,59 4880
o . S .
0.3%, about 100pts away from its Friday’s record high level. Brent oil ($/bbl) 73.43 - m 138
e Treasury yields slumped further after the seemingly less |®°ld (S/02) 1,802.10 0.44 -4.78
hawkish interpretation of Fed’s minutes. The yield on 10Y UST |CPO (RM/tonne) 4,031.00 1.82 6.41
continued to slide 3.2bps to 1.32%, its lowest level since
February. The dollar bulls continued to dominate the FX
market while gold prices advanced further to breach the FX Daily Change vs USD (%)
$1800-mark for the first time since mid-June. Futures rose
0.4% to $1802.10/o0z. Oil prices fell around 1.5-1.6% as NzD 0.11
investors still looked out for any decision/agreement from CNH 0.06
OPEC+ regarding its production policy. Brent settled at GBP 0.01
$73.43/barrel and WTI at $72.2/barrel. The ECB is reported to JPY 0.00
have decided to raise its inflation target to 2.0%, from the SGD -0.11
current “below, but close to 2.0%”, according to unofficial CHF -0.12
sources. It would also allow inflation to overshoot the target AUD -0.13
when needed. The outcome came from a special strategy MYR 017
meeting convened this week. CAD 021
_ ) ) EUR -0.29
e Data were limited. The US’ job openings rose to another record
high in May, while quit rate remained elevated as well, -0.40 -030 -0.20 -0.10 0.00 0.10 0.20

underscoring the labour market’s ongoing struggle with worker
shortages. The UK’s RICS survey showed that the housing boom
is set to ease in coming months as the stamp-duty waiver
expired in June. Malaysia’s foreign reserves rose to $111.1b.

The USD slightly strengthened after FOMC minutes were released.
DXY was up by 0.11%, closing at 92.64 from 92.55. Officials noted
progress in economy that moved towards tapering, although they
were not ready to communicate a timeline for doing so. Focus
shifts towards updates on price pressures, with CPl and PPl data
due in the coming days, which could still portray some slight
upsides, hence positive for the USD.

USD/MYR strengthened modestly (+0.2%) to 4.1615 on
Wednesday. We maintain a neutral to bearish outlook on MYR,
expecting the MYR market to trade on a cautious note ahead of
today’s BNM MPC decision and amid some emergence of political
uncertainty. We continue to see a slimmer chance of any OPR move
today after the announcement of the additional RM150bn aid
package to ease the pain of individuals and businesses from the
latest lockdown measures, but would expect BNM to shift to a
more cautious stance, paving the way for further policy easing if
need be.

Source: Bloomberg
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Fed’s minutes showed divided thoughts on timing of asset tapering
but most expected progress:

At its 15-16 June meeting, the Federal Reserve had maintained its
monetary policy and brought forward the expectations of the next
potential rate hike to 2023. The minutes (published overnight)
showed that officials agreed the US economic recovery was
incomplete and saw inflation as largely reflecting temporary factors.
A number of expected “the economic conditions set out in the
Committee’s forward guidance for the federal funds rate to be met
somewhat earlier than they had projected in March”. Some were
still wary, emphasizing on the “elevated” uncertainty around the
economic outlook and that it was too early to draw conclusions.
With regards to the asset purchase program, the “substantial further
progress” was not yet met, but they expected progress to continue.
Various members said they expected “the conditions for beginning
to reduce the pace of asset purchases to be met somewhat earlier
than they had anticipated”. On the other hand, some viewed the
incoming data as providing less clear signals about the underlying
economic momentum. Members emphasized that the Committee
should be “patient in assessing progress toward its goals and in
announcing changes to its plans for asset purchases”

Some members preferred to reduce the pace of purchase of
mortgage back securities (MBS) “more quickly or earlier than
Treasury purchases” in light of valuation pressures in housing
markets. This view was countered by those who preferred to reduce
the pace of treasury and MBS purchases commensurately, citing
well alignment with the previous communications. They also
thought that purchasing both asset classes provide accommodation
through their influence on broader financial conditions.

US’ job openings at record high in May:

The JOLTS openings rose slightly to 9.2mil in May, missing the
consensus forecast of 9.3mil, but still at a record high. This followed
the downwardly revised 9.19mil openings in April and reflected the
US’ labour market’s ongoing struggle with worker shortages as the
economy reopened. The turnover or “quit rate” fell to 2.5% in May
(Apr: 2.8%). This means that the number of people who voluntarily
left their jobs still stood at a high number of 3.6mil, compared to
nearly 4mil in April, as individuals looked out for better work
opportunities amid the hiring boom.

In a separate note, mortgage applications in the US fell 1.8% w/w for
the week ended 2 July (prior: -6.9%), as both applications for
purchasing and refinancing homes declined.

RICS survey pointed to easing housing market as stamp-duty holiday
ended:

The UK’s RICS House Price Balance Index held steady at 83% in June,
from the downwardly revised 83% in May, reflecting only a small
increase in surveyors who reported a rise in house prices. The
breakdown of the survey showed that price expectations fell
substantially (29 vs 44) from the elevated levels, while sales
expectations turned negative. New instructions slumped further.
The housing market boom in the UK looks set to ease after the
government’s stamp-duty waiver expired in June.

Malaysia’s foreign reserves rose to $111.1b:

BNM said yesterday that international reserves rose to $111.1b as
at 30 Jun, higher than mid-June’s level of $111.0b. The reserves were
sufficient to finance 8.2 months of retained imports and was 1.1
times short-term external debt.

Forex

MYR (Neutral-to-Bearish)

e USD/MYR strengthened modestly (+0.2%) to 4.1615 on
Wednesday. We maintain a neutral to bearish outlook on MYR,
expecting the MYR market to trade on a cautious note ahead of
today’s BNM MPC decision and amid some emergence of political
uncertainty. We continue to see a slimmer chance of any OPR
move today after the announcement of the additional RM150bn
aid package to ease the pain of individuals and businesses from
the latest lockdown measures, but would expect BNM to shift to a
more cautious stance, paving the way for further policy easing if
need be.

USD (Neutral-to-Bullish)

e The USD slightly strengthened after FOMC minutes were released.
DXY was up by 0.11%, closing at 92.64 from 92.55. Officials noted
progress in economy that moved towards tapering, although they
were not ready to communicate a timeline for doing so. Focus
shifts towards updates on price pressures, with CPl and PPI data
due in the coming days, which could still portray some slight
upsides, hence positive for the USD.

EUR (Neutral-to-Bearish)

® EUR/USD was down by 0.29% to close below 1.18 on Wednesday.
Pair closed at 1.1790 after being as high as 1.1895 a day earlier.
This came after some market whisper ahead of the European
Central Bank special session, that the ECB will raise its inflation
goal to 2.0%, hence possibly delaying tapering. We see chances of
more downsides, with 1.1710 support and 1.2000 resistance.
There is little on the data front until industrial production on 14
July.

GBP (Neutral-to-Bearish)

e GBP/USD ended up at levels close to that of the previous, despite
a 1.3754 to 1.3842 range, closing at 1.3801 on Wednesday’s
session. With USD strength returning, we eye a 1.3620 support
and a 1.3910 resistance. Covid-19 developments in the UK may be
pivotal for the GBP. Monthly GDP and industrial production data
will likely be the data focus in the coming days.

JPY (Neutral-to-Bearish)

e USD/JPY stayed within a relatively tight range of 110.40 to 110.82
overnight, closing 0.03% down at 110.66 in the process. We see
some neutrality in the coming session, with a range of 110 to 112.
However, there is limited JPY strength given that Japan is
struggling with containing Covid-19 outbreaks ahead of Olympics.

AUD (Neutral-to-Bearish)

e AUD/USD was slightly down by 0.13% to close at 0.7487. We eye
support at 0.7400 and resistance at 0.7650. Any improvements in
Covid-19 situation or reduced restrictions may help the AUD find
some footing. Market focus shifts to RBA Governor Philip Lowe’s
speech today.

SGD (Neutral-to-Bearish)

e USD/SGD was up for a second session, by another 0.11%. This
brought the pair to a close of 1.3491, after a 1.3499 high.
Singapore announced further loosening of dining on 12 July,
supporting the F&B sector. SGD will likely remain supported by
resilient fundamentals and progress in Covid-19 vaccination. We
see resistance at 1.3550. after the pair broke our previous range
of 1.3420 to 1.3490.
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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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