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Daily Market Highlights

high of 7.3% y/y. The Eurozone’s industrial production fell 1.0%
m/m in May while the UK’s CPI rose 0.5% m/m in June, easing
from the 0.6% growth prior. Japan’s industrial production was
revised lower to -6.5% m/m. Australia’s consumer confidence
improved.

e The USD headed lower after prior surges to highs of 92.83 a day
earlier. DXY closed at 92.41 on Wednesday’s session, which is
0.37% d/d lower. This came after Fed Chair Jerome Powell’s
testimony, which retained the transitory inflation outlook, and a
long way to go before tapering. At this stage, we see some
upsides, even as the USD enters overbought territory. After CPI
data, market focus turns to initial jobless claims, and retail sales.

USD/MYR closed 0.2% higher at 4.2015, a level last seen in
August last year as MYR weakened alongside most of its Asian
counterparts against the USD. Domestic issues also played a role
as markets turned risk-off over the deteriorating pandemic
situation in Malaysia. USD/MYR remains overall bullish; a close
above the 4.20 psychological level would lead the pair towards
the 4.23 handle but we expect some pullback at the currently
overbought level.

Key Takeaways Market Snapshots
e US stock benchmarks ended on a mixed note on Wednesday. Last Price DoD % YTD %
The Dow Jones and S&P 500 both eked out modest gains of 0.1%
in an indecisive session marked by swings between gains and Dow Jones Ind. 34,933.23 013 i
losses while NASDAQ closed 0.2% lower. Nearly all S&P 500 S0 4,374.30 0.12 loM
sectors recorded gains, led by financial stocks after a slew of FTSE 100 7,091.19 -0.47 9.76
positive earnings reports from banks (Bank of America, [HangSeng 27,787.46 -0.63 2.04
Citigroup and Wells Fargo beat expectations). Energy shares fell [KLCI 1,512.32 -0.48 -7.06
as oil prices slumped. Fed Chair Jerome Powell testified before |[sTI 3,153.15 -0.43 10:88
the House Financial Services Committee and maintained the |pollar Index 92.41 -0.37 2.75
view that the rising inflation was temporary. He said that the |\ oil ($/bbl) 73.13 282 5079
Fed would certainly act if inflation tutlrned ma?erjally highfr Brent oil ($/bbl) 74.76 226 2059
than expected, but stressed that tapering was still “ways off”. Gold (5/02) 1,825.00 083 ko
e US yields retreated sharply (-3bps to -7.6bps) from the previous R o) 4,037.00 080 6%
session’s jump on Powell’s remark. The yield on 10Y UST fell
7.1bps to 1.35%. The US dollar retreated alongside the lower
yields, leading the DXY to close 0.4% lower. Leading the pack was FX Daily Change vs USD (%)
NZD which soared 1.2% after the RBNZ surprised markets with NzD 1.22
an announcement to stop QE by next week. The CAD was little JPY 0.62
changed despite the BOC’s widely expected third tapering EUR 0.52
move. On the commodity front, gold prices rallied amid a weaker CHF 0.48
dollar. Spot gold jumped over 1% while futures picked up 0.8% AUD 0.46
to $1825/0z. Crude oil prices plunged after OPEC came closer GBP 0.33
to resolving its internal deadlock with the UAE which likely CNH 0.32
leads to an agreement that allows the latter to boost its output SGD 0.16
more considerably. Brent crude fell 2.3% to $74.76/barrel. CAD 0.05
e US Fed’s Beige Book reported that the US economy displayed MYR 0.23
“moderate to robust” growth. PPI inflation surged to record -0.50 0.00 0.50 1.00 1.50
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Macroeconomics

RBNZ to end bond buying by next week:

The RBNZ unexpectedly said that it would reduce monetary stimulus
starting from next week. It said it would halt the additional asset
purchases under its Large-Scale Asset Purchase (LSAP) program by
23 July. The OCR was kept at 0.25%.

RBNZ’s move caught market by surprise as many had not predicted
the central bank to end its QE program this soon. Its economic
assessment was very positive, mentioning that New Zealand'’s
“aggregate economic activity is above its pre-COVID-19 level”. “New
Zealand economy remains robust despite international border
restrictions”.

It said there would be a near-term spike in CPl inflation in 2Q and 3Q
and foresee more persistent inflation pressure over time, but said
that “uncertainties remain as to the pace and magnitude of any
pass-through of costs onto medium term inflation”.

The minutes showed that officials agreed that “further asset
purchases under the LSAP programme were no longer necessary for
monetary policy purposes”. The OCR is the “preferred tool” when
responding to economic conditions in the future. They also agreed
that some monetary stimulus remains necessary to best ensure CPI
inflation will be sustained at the 2% target midpoint, and that
employment is at its maximum sustainable level.

US Fed’s Beige Book showed moderate to robust US economy; PPI
inflation soared to record high:

The latest Fed Beige Book reported that the US economy displayed
“moderate to robust” growth from late May to early July. Inflation
was rampant as seven districts reported strong price growth while
the rest saw moderate gains. Price pressures grew more “acute” in
the hospitality sector. Labour shortage remained a widespread
issue, resulting in some firms delaying expansion or scaling back
services due to understaffing.

Meanwhile, the US’ producer price inflation jumped 1.0% m/m in
June (May: +0.8%), bringing the y/y rate to a whopping 7.3% (May:
+6.6%), in yet another display of surging price pressures across the
US. This is the largest gain the index has ever recorded in its history.
The MBA mortgage applications rose 16.0% w/w (prior: -1.8%) after
slipping for two successive weeks. Refinancing applications (+20.4%)
outweighed purchases applications (+8.3%) amid generally lower
mortgage rates.

Eurozone’s industrial output fell in May:

The Eurozone’s industrial production fell 1% m/m in May (Apr:
+0.6%) as supply chain delay capped potential growth in output
despite stronger reopening-related demand. Production fell in all
key categories of goods, except durable consumer goods.

UK’s annual inflation rose to 2.5% in June:

The UK’s CPI rose 0.5% m/m in June, easing from the 0.6% growth
prior. Prices of all goods and services continued to increase last
month, supported by the post lockdown pent-up demand. On a
year-on-year basis, inflation accelerated to 2.5% (May: +2.1%)
driven by the low base effect. This was the index’ sharpest gain since
Aug 2018. The core CPI rate also rose to 2.3% (May: +2.0%).

Forex

MYR (Neutral-to-Bearish)

e USD/MYR closed 0.2% higher at 4.2015, a level last seen in August
last year as MYR weakened alongside most of its Asian
counterparts against the USD. Domestic issues also played a role
as markets turned risk-off over the deteriorating pandemic
situation in Malaysia. USD/MYR remains overall bullish; a close
above the 4.20 psychological level would lead the pair towards the
4.23 handle but we expect some pullback at the currently
overbought level.

USD (Neutral-to-Bullish)

e The USD headed lower after prior surges to highs of 92.83 a day
earlier. DXY closed at 92.41 on Wednesday’s session, which is
0.37% d/d lower. This came after Fed Chair Jerome Powell’s
testimony, which retained the transitory inflation outlook, and a
long way to go before tapering. At this stage, we see some upsides,
even as the USD enters overbought territory. After CPI data,
market focus turns to initial jobless claims, and retail sales.

EUR (Neutral-to-Bearish)

e EUR/USD recovered by 0.52% d/d to close at 1.1837. This was
helped by Powell’s calmness in his outlook assessment, even as
PPI climbed higher. We still anticipate downside pressures for the
upcoming session, as technical indicators point downward. We
place support at 1.1710 and resistance close to 1.1890. Industrial
production fell in May and CPI is up next.

GBP (Bearish)

e GBP/USD was up by 0.33%, closing at 1.3860. We stay more
bearish on the pound, on potential weakness after Covid-19 cases
spike. We see a range of 1.3626 to 1.3924. Downside momentum
is persisting, according to technical indicators. Focus shifts
towards PPl data.

JPY (Neutral-to-Bearish)

e USD/JPY fell below the 110 mark after prior upward movements.
Pair reached a close of 109.97 after an intraday high of 110.70.
This was a significant 0.6% d/d lower. Still, we see upsides, with
pair likely to trade within 109.50 to 111.04. Focus shifts to Bank of
Japan policy decision on 16 July, where it is likely to stay relatively
less hawkish than other central banks.

AUD (Neutral-to-Bearish)

e AUD/USD recovered by 0.46%, with a 0.7481 close. Pair has been
hovering around 0.74-0.75 ranges since 8 July, albeit with some
volatility. This came after RBNZ took a hawkish stance, causing
some AUD weakness compared to NZD. We continue to see slight
downsides for AUD/USD for the upcoming session. Momentum is
biased on the downside. We estimate a range around 0.7307 to
0.7530. Data focus is on employment change for June.

SGD (Neutral-to-Bearish)

e USD/SGD reached a high of 1.3579 on 14 July but pulled back
thereafter to a 1.3531 close. We turn bearish on the SGD, due to
some deterioration in the Covid-19 situation which may deter
further reopening or cause some restrictions to return. GDP
growth came in as expected, hence did not drive pair significantly.
Resistance is at 1.3600, with support at 1.3490.
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Japan’s May industrial production revised lower:

Japan’s industrial production fell 6.5% m/m in May (Apr: +2.9%)
according to a final reading, more than the initially estimated decline
of 5.9% m/m. This came as the State of Emergency was extended
and expanded to additional prefectures in Japan and followed two
months of consecutive growth.

Australia’s consumer confidence improved in July:

Australia’s Westpac Consumer Confidence Index rebounded 1.5%
m/m in July, from the sharp fall of 5.2% in June. Consumer
confidence improved this month from the lockdown-related decline
seen in June as consumers upgraded their views over current
conditions and the one-year ahead family finances. This was despite
the fact that Sydney remains in lockdown to contain the Delta
variant.
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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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