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Global Markets Research

Daily Market Highlights

Key Takeaways

US stocks retreated from record high levels overnight while
treasuries rallied as investors unwound reflation trades amid
growing concerns that the super infectious Covid delta
variants could dampen global economic recovery. The reversal
in equities came after the S&P 500 (-0.9%) and NASDAQ (-0.7%)
hit their respective all-time highs in the previous session; the
Dow shed 0.8%. The selling was broad-based across all eleven
S&P sectors, with financials, info tech and consumer
discretionary shares being the major losers. Stocks had fallen in
Europe earlier while Asian markets ended mostly in the red
amid a synchronised withdrawal from risky assets.

Investors bought treasuries, weighing on treasury yields for
the fourth consecutive session. The 10Y UST yield fell as low as
1.27% in Thursday’s session, its lowest point since February,
before closing at 1.29% (-2.3bps). Gold prices consolidated at
$1800/0z after recent gains. Crude oil prices recovered partially
from the recent selloffs as the US EIA reported a larger than
expected withdrawal in its crude inventory that indicated solid
demand. WTI rose 1% to $72.94/barrel and Brent crude picked
up 0.9% to $74.12/barrel.

The ECB unveiled the outcomes of its strategy review which
includes setting the inflation goal at 2% (from “below, but
close to 2%”) and allowing it to overshoot. It said it would take
into account climate change while making policy consideration.
BNM left OPR unchanged at 1.75% as expected, but said that
the growth outlook is subject to “significant” downside risk,
leaving the door open for a rate cut in the near future. Data
release was limited to the US’ initial jobless claims which had
edged up slightly to 373k last week.

DXY was down by 0.3% to a close of 92.4 as the USD saw mixed
performances against its G10 peers. The CHF and JPY were top
gainers, boosted by the retreat in risk appetites. The EUR
strengthened after ECB’s announcement. GBP weakened
alongside commodity currencies. The lower DXY came amid
lower US yields and renewed pandemic concerns. We now turn
slightly bearish on USD for the day on some possible reversal.
Market focus is on CPI and PPl next week on any price further
pressures.

USD/MYR strengthened 0.5% to 4.1825 on Thursday, a level
last seen in August last year, as local political uncertainty
dominated headlines while the BNM’s less optimistic outlook
further intensified the selling pressure towards the end of the
session. We are neutral to bullish on USD/MYR today, expecting
risk aversion to continue weighing on MYR ahead of the
weekend. Having said that, the pair is close to being
overbought, indicating an imminent pullback.
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Market Snapshots
Last Price DoD % YTD %
Dow Jones Ind. 34,421.93 -0.75 1247
S&P 500 4,320.82 -0.86 15,04
FTSE 100 7,030.66 -1.68 8.82
Hang Seng 27,153.13 -2.89 -0.29
KLCI 1,508.71 -1.40 -7.28
STI 3,107.59 -1.08 9.28
Dollar Index 92.42 -0.25 2.76
WTI oil ($/bbl) 72.94 1.02 5033
Brent oil ($/bbl) 74.12 0.94 43109
Gold (S/oz) 1,800.20 -0.11 -4.82
CPO (RM/tonne) 3,921.50 -2.72 3.52
FX Daily Change vs USD (%)
CHF 1.17
JPY 0.79
EUR 0.47
GBP -0.11
SGD -0.25
CNH -0.32
CAD -0.40
MYR -0.50
AUD -0.77
NzD -0.90
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Overnight Economic Data
us 7
Up Next
Date Events Prior
09/07 CN CPI YoY (Jun) 1.3%
CN PPI YoY (Jun) 9.0%
UK Monthly GDP (MoM) (May) 2.3%
UK Industrial Production MoM (May) -1.3%
12/07 NZ Card Spending Retail MoM (Jun) 1.7%
JP Core Machine Orders MoM (May) 0.6%
MA Industrial Production YoY (May) 50.1%
JP Machine Tool Orders YoY (Jun P) 141.9%
13/07 AU NAB Business Confidence (Jun) 20.0
US NFIB Small Business Optimism (Jun) 99.6
US CPI YoY (Jun) 5.0%
CN Exports YoY (Jun) 27.9%
CN Imports YoY (Jun) 51.1%

Source: Bloomberg
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Macroeconomics

Initial jobless claims rose to 373k last week:

Initial jobless claims missed forecast last night, coming in at 373k for
the week ended 3 Jul, versus the consensus estimate of 350k. Claims
for the week before were also revised higher to 371k (from 364k).
Despite the slightly higher readings, the number of claims for
unemployment benefits remained near the pandemic-era record
low levels as hiring outpaced layoffs in the current economic
recovery.

BNM strikes a more cautious note:

BNM maintained the Overnight Policy Rate (OPR) at a record low of
1.75% at its July policy meeting, marking a pause for the sixth
consecutive meeting. The decision was in line with our house view
and general market consensus although we did see a slim chance of
a pre-emptive cut earlier.

The overall tone of the policy statement did not come in as dovish
as expected, but has turned more cautious nonetheless in our view.
The central bank highlighted that the growth outlook remains
subject to “significant” downside risk, a tweak from “downside risk”
in the last statement, and commented that the materialization of
these downside risks could undermine the growth recovery. This left
the door open for an OPR cut in the near future in our view.

Forex

MYR (Neutral-to-Bearish)

USD/MYR strengthened 0.5% to 4.1825 on Thursday, a level last
seen in August last year, as local political uncertainty dominated
headlines while the BNM'’s less optimistic outlook further
intensified the selling pressure towards the end of the session. We
are neutral to bullish on USD/MYR today, expecting risk aversion
to continue weighing on MYR ahead of the weekend. Having said
that, the pair is close to being overbought, indicating an imminent
pullback.

USD (Neutral-to-Bearish)

DXY was down by 0.3% to a close of 92.4 as the USD saw mixed
performances against its G10 peers. This came amid lower US
yields and renewed pandemic concerns. We now turn slightly
bearish for the day on some possible reversal. Market focus is on
CPl and PPI next week on any price further pressures.

EUR (Neutral-to-Bullish

EUR/USD rose by 0.47% on Thursday, after an intraday low of
1.1784. Pair closed at 1.1845 in the process. We see a 1.1710
support and 1.2000 resistance. Pair may be driven by USD and
Covid-19 developments in Europe near-term. There is little on the
data front until industrial production on 14 July.

GBP (Neutral-to-Bullish)

GBP/USD was down by 0.11% to a close of 1.3786, as some market
concerns seeped in. Rising Covid-19 cases in the UK may dampen
a potential GBP rally against the backdrop of dollar weakness. We
eye a 1.3620 support and a 1.3910 resistance. Monthly GDP and
industrial production data will likely be the data focus.

JPY (Neutral-to-Bullish)

USD/JPY was significantly down on Thursday’s session, from risk
aversion. Pair closed at 109.72 after an intraday 109.53 low, after
a 110.66 close the previous day. The 0.86% loss meant JPY
outperformed among G10 currencies. The break of the 110
support shifts the focus to 109 support and 110.80 resistance.
Japan announced that Olympics will be held without supporters.

AUD (Neutral-to-Bearish)

AUD/USD was down by 0.77%, closing at 0.7429 in the process.
The underperformance of AUD reflected risk aversion. 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.

SGD (Neutral-to-Bearish)

USD/SGD was up by 0.25% to a close of 1.3525, after a high of
1.3536. This reflected some concerns around Asia about economic
recovery. Domestic focus will likely shift to GDP and NODX for the
coming week. We place resistance at 1.3550 and support at
1.3480.
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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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