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Global Markets Research

Daily Market Highlights

Key Takeaways

US stocks and treasury yields edged lower overnight ahead
of Thursday’s key CPI data. The S&P 500 closed out the
session 0.2% lower as it continued to range trade near-
record levels and struggled to push through, weighed by
financial and industrial shares. Health care shares
rebounded. The Dow shed 0.4% and NASDAQ was down by
0.1%. The lack of a clear catalyst, as well as general
anticipation of the CPI data and to some extent, the ECB’s
meeting in Europe have generally kept global markets
subdued. Stock performances were mixed in Europe as the
pan-European STOXX Europe 600 (+0.1%) barely moved in
the most recent sessions.

Treasury yields extended declines on Wednesday after a
solid 10Y UST auction, signalling an easing in inflation
concerns despite broad expectations that the CPI rate would
come in higher on Thursday. The 10Y UST yield fell below
1.5% (-4.2bps). The Treasury Department’s sale of $38b 10Y
US treasury notes yielded 1.497% with a bid-to-cover ratio of
2.58x (highest since July last year). The greenback recorded
mixed performances. CAD was unchanged after having
recovered from the post-BOC knee jerk reactions. The BOC
maintained its benchmark rate at 0.25% and the weekly QE
purchase of CAD3b but signalled further bond tapering
ahead.

On the commodity front, gold futures were flat at
$1893.2/0z. Brent crude stayed unchanged at $72.2/barrel
and WTI pulled back slightly (-0.1%) to $69.96 as higher US
stockpiles indicated weaker demand. President Biden is
revoking the Trump Administration’s bans on Chinese-
owned social media apps Tik Tok and WeChat, ordering a
review of foreign applications with potential security issues
instead. Asian stocks are set for muted openings after
lacklustre US equities. Focus shifted to the ECB’s policy
setting decision and President Lagarde’s press conference as
markets searched for a change in rhetoric regarding its asset
purchase program. US’ CPl and initial jobless claims are data
highlights.

The USD was marginally stronger on Wednesday’s session. DXY
rose by a mere 0.05% to a close of 90.12, after a brief dip to
89.837. Inflationary concerns support a neutral dollar for now
and we see DXY hovering around or just above the 90 mark for
the time being.

USD/MVYR fell 0.1% to 4.1170 on Wednesday. We continue to
expect subdued trading of USD/MYR amid mixed USD
performance before the release of US CPI, eyeing a weekly range
of 4.10-4.14. Daily outlook is neutral.
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Market Snapshots
Last Price DoD % YTD %
Dow Jones Ind. 34,447.14 -0.44 1255
S&P 500 4,219.55 +0.18 1234
FTSE 100 7,081.01 -0.20 9.60
Hang Seng 28,742.63 -0.13 5.55
KLCI 1,581.48 041 -2.81
STl 3,153.47 -0.43 1089
Dollar Index 90.12 0.05 0.20
WTI oil ($/bbl) 69.96 -0.13 4419
Brent oil ($/bbl) 72.22 0.00 3942
Gold (S/0z2) 1,893.20 0.05 -0410
CPO (RM/tonne) 4,177.50 0.88 10128
FX Daily Change vs USD (%)
CNH 0.26
CHF 0.11
MYR 0.10
EUR 0.06
CAD 0.02
SGD -0.02
JPY -0.13
AUD -0.14
GBP  -0.28
NzD -0.28
-0.40 -0.20 0.00 0.20 0.40
Source: Bloomberg
Overnight Economic Data
us v UK v
P v CN A
AU v NZ A
Up Next
Date Events Prior
10/06 EZ ECB Deposit Facility Rate (10 June) -0.5%
US CPI YoY (May) 4.2%
US Initial Jobless Claims (05 Jun) 385k
11/06 NZ BusinessNZ Manufacturing PMI (May) 58.4
JP BSI Large Manufacturing QoQ (2Q) 1.6
MA Industrial Production YoY (Apr) 9.3%
UK Monthly GDP (MoM) (Apr) 2.1%
UK Industrial Production MoM (Apr) 1.8%
UK Visible Trade Balance GBP/Mn (Apr) -
US U. of Mich. Sentiment (Jun P) 82.9

Source: Bloomberg
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Macroeconomics

US’s mortgage applications fell for the third week:

e  Mortgage applications fell 3.1% last week (prior: -4.0%), marking
its third consecutive weekly decline. This reflects the continuous
fall in the refinancing segment (-5.1%) which outweighed the small
increase (+0.3%) in applications to buy homes. Recent mortgage
demand showed easing demand in the housing market as potential
buyers may have delayed decisions to purchase houses amid rising
house prices in a tight inventory market.

Higher house prices in the UK:

e  The RICS House Price Balance Index rose to 83% in May (Apr: 76%),
beating a forecast of 77%. This marked its highest reading in 33
years and was the fourth consecutive monthly climb since
February, suggesting that house prices will continue to increase
this quarter and next. The upbeat reading reflects the currently
strong housing demand in the UK after the government’s stamp
duty holiday was extended to September this year.

Japan’s machine orders fell in May:

e Japan’s machine tools order fell for the second month albeit only
slightly at 0.5% m/m in May. This followed the 3.1% m/m decline
in April. Like the previous month, the small 2.4% m/m gain in
foreign orders was offset by the 7.6% slump in domestic orders,
reflecting the weakness in economic activity following the
reimposition of the State of Emergency in certain prefectures. Y/y,
orders rose 140.7% (Apr: +120.8%), mainly because of the low base
effect.

China’s factory-gate inflation surged in May:

e China’s PPI inflation beat expectations at 9.0% y/y in May,
compared to the consensus forecast of 8.5%. This followed 6.8%
y/y growth in the previous month. PPl also accelerated on a m/m
basis, at 1.6%. The higher factory prices look most supported by
mining and raw materials. Manufacturing also merits a mention.

e  Consumer price inflation rose to 1.3% y/y in May from 0.9% prior,
partially a result of base effects. On a monthly basis, CPI fell 0.2%
m/m. Food inflation stayed subdued (0.3% y/y). Non-food inflation
(1.6% y/y) was supported by transport/communications and
recreation.

Australia’s consumer confidence slipped in June amid Victoria

lockdown:

e The Westpac’s consumer confidence Index slipped to 107.2 in
June, from 113.1 prior, marking its second month of decline.
Consumer optimism has weakened recently particularly in their 1-
year economic outlook as well as the climate to purchase major
household items; this comes as a new Covid-19 outbreak
prompted authority to put Victoria, the second most populous
state in lockdown.

New Zealand’s retail card rose for third month:

®  Retail card spending in New Zealand rose for the third month in
May by 1.7% m/m. This followed the upwardly revised 4.4% jump
in April, a sign of stable consumer sentiment. Core spending
(excluding fuel and motor vehicles) picked up 1.8% m/m, while
total card spending which encompasses spending on services,
travelling and health care rose 2.3% m/m (Apr: +4.4%).

Forex

MYR (Neutral)

e USD/MYR fell 0.1% to 4.1170 on Wednesday. We continue to expect
subdued trading of USD/MYR amid mixed USD performance before
the release of US CPI, eyeing a weekly range of 4.10-4.14.

USD (Neutral)

e The USD was marginally stronger on Wednesday’s session. DXY rose
by a mere 0.05% to a close of 90.12, after a brief dip to 89.837.
Inflationary concerns support the dollar for now and we see DXY
hovering around or just above the 90 mark for the time being.

EUR (Neutral-to-Bullish)

e EUR/USD closed slightly higher at 1.2180 the previous session, after
a relatively narrow range of 1.2171 to 1.2218. Focus is on ECB policy
meeting, which means that the pair may stay relatively stable until
more developments later the evening. We watch a range of 1.2104
to 1.2254.

GBP (Neutral-to-Bearish)

e GBP/USD was down by 0.28% to close at 1.4118. This marked two
successive sessions of downsides. Still, the pair has stayed relatively
stuck within a range of 1.4100 to 1.4250 since 17 May. A break of
the range downwards will likely test support of 1.4050. This comes
after the EU said that it could impose tariffs on the UK.

JPY (Neutral-to-Bearish)

e USD/IPY was up by 0.13% to close at 109.63, although overall
relatively limited by a small range. PPl for May came in stronger than
expectations, also on arising trend in line with global developments.
Recent Covid-19 trends and economic fundamentals may limit yen
strength. We place support at 109.10 and resistance at 109.90.

AUD (Neutral)

e AUD/USD slightly dipped by 0.14%, closing at 0.7731 on
Wednesday. The pair has stayed within the 0.77-0.78 range mostly,
hence looks anchored unless the dollar swings significantly. We
anticipate the range to continue near-term.

SGD (Neutral)

e USD/SGD stayed relatively range bound on Wednesday’s session.
Pair was 0.02% up within a tight 1.3221-1.3251 range. Anticipation
on reopening measures from 13 June may drive SGD movements,
although any changes in measures may be modest and gradual. We
anticipate a 1.3189 support and 1.3280 resistance.
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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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