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0. Key Takeaways Market Snapshots
e US stocks tumbled overnight alongside the dramatic plunge
in cryptocurrencies and other riskier assets, while the latest Last Price DoD % YTD %
FOMC min.utes hinted at possiblc? talks of bond tapering sent Dow Jones Ind. 33,896.04 -0.48 1078
treasury yields and the dollar higher. The Dow Jones fell as
much as 472pts before paring its losses to 164pts or 0.5% at S&P 500 4,115.68 0.% o
the end of the session. The S&P 500 edged down by 0.3%, |FTSE 100 6,950.20 -1.19 7.58
driven by the selloff in energy, consumer discretionary and Hang Seng 28,593.81 1.42 5.00
materials shares; the info tech and communication services KLCI 1,580.52 0k8 287
sectors managed to post modest gains. NASDAQ finished little
changed. Major European benchmarks slumped more than 1% e 3,104.21 - 218
while Asian markets closed on a mixed note. Dollar Index 90.19 0.49 0.28
WTI oil ($/bbl) 63.36 -3.25 3059
Markets remained concerned over the potential timing that Brent oil ($/bbl) 66.66 2.98 28169
the Fed would start adjusting its accommodative policy in
light of recent surge in inflation and the bright economic ol 188150 0.73 16
prospects. Treasury yields rose 0.6 to 4bps after the highly [ CPO (RM/tonne) 4,794.00 2.04 26,56
anticipated Federal Reserve’s minutes revealed that some
officials suggested that it might be “appropriate at some point FX Daily Change vs USD (%)
in upcoming meetings” to discuss plan to taper its QE program. CNH 0.26
The yield on the benchmark 10Y UST picked up 3.4ps to 1.67%. Y o 3'0
Gold prices slipped as the dollar strengthened; leaving futures MYR 0 3'6
0.7% lower at $1868.7/oz. Crude oil benchmarks suffered ’
around 3% losses; Brent crude was down to $66.66/barrel and SGD -0.36
WTI settled at $63.36/barrel. EUR -0.38
GBP -0.52
On the data front, mortgage applications rose merely 1.2% last CAD -0.59
week, as applications for home purchases declined. The CHF -0.66
Eurozone’s April HICP inflation rate came in at 1.6% y/y but AUD -0.82
the core reading was weighed down by slower services NZD -1.08
inflation. The UK’s CPl meanwhile surged to 1.5% y/y in April. 150 21.00 050 0.00
Japan’s positive data (trade, industrial production and core
machine orders) point to ongoing recovery. Australia’s 1Q _source: Bloomberg
wage growth was higher at 1.5% y/y.
Overnight Economic Data
DXY rebounded after dipping below 90 in the previous Us V £z >
session. DXY closed at 90.19, up by 0.49% d/d. This came as US UK P A
shares dipped and yields rose as a result of Fed minutes, which AU A
flagged possibility of debate to scale back asset purchases. We
anticipate slight USD weaknesses, for the DXY to go below 90 Up Next
again over the coming week, with attention now on Markit Date Events Prior
PMIs for May. 20/05 CH 1-Year Loan Prime Rate (20 May) 3.85%
AU Employment Change (Apr) 70.7k
USD/MYR rose 0.4% to 4.14 on Wednesday. We turned AU Unemployment Rate (Apr) 5.6%
neutral to bullish on the pair as it may catch up with overnight US Philadelphia Fed Business Outlook 50.2
FX market movements and risk aversion is expected to US Initial Jobless Claims (15 May) 473k
dominate today’s session. Pair has broken 4.14 this morning as US Leading Index (Apr) 1.3%
expected, with resistance at 4.1550. 21/05 Preliminary PMls for US, EZ, UK, JP (May)
UK GfK Consumer Confidence (May) -15
JP Natl CPI Ex Fresh Food YoY (Apr) -0.1%
AU Retail Sales MoM (Apr P) 1.3%
UK Retail Sales Inc Auto Fuel MoM (Apr) 5.4%
EZ Consumer Confidence (May A) -8.1
US Existing Home Sales MoM (Apr) -3.7%
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Macroeconomics

FOMC minutes revealed Fed’s economic optimism and hint to begin
taper talks:

The Federal Reserve released the much-anticipated 27-28 April
FOMC meeting minutes overnight and appeared to show more
optimism over the US’ economic outlook but still maintained its
accommodative monetary policy stance.

Officials expect the core PCE inflation to temporarily run above 2%
in the near term due to transitory effects, and noted that the
current supply chain bottlenecks and input shortage could out
upward pressure on prices beyond this year. Nonetheless, it judged
that longer-term inflation expectation remained well anchored.
The risks to the outlook “were no longer as elevated as in previous
months” thanks to progress in vaccination, easing of restrictions
and policy support. Officials agreed that the economy was still far
from the FOMC’s longer-run goals and the path ahead continued
to depend on the course of the virus.

Officials noted that “it would likely be some time” until the
economy made substantial progress towards achieving the
maximum employment and price stability target. Notably, a
number of officials suggested that if the economy continued to
make rapid progress, “it might be appropriate at some point in
upcoming meetings to begin discussing a plan for adjusting the
pace of asset purchases”. This statement slightly caught the
market off guard as Fed Chair Jerome Powell did not hint at such
discussion in his recent speeches or interviews, and was
interpreted by investors as early signals for potential taper talks in
the future.

Mortgage applications fell in the US:

Mortgage applications in the US rose 1.2% last week, following the
2.1% gain in the week before. This was mainly supported by the
gains in refinancing applications (+4%) as the applications to
purchase homes dropped 4.1%. The rates on mortgages were
slightly higher compared to the previous week with the 30Y fixed
rate at 3.15%, versus 3.11% prior. While the higher borrowing costs
was a factor, the pullback in mortgages demand may also be
attributed to higher home prices and low housing supply which
turned potential buyers away.

The Eurozone’s inflation data showed mixed readings:

The Eurozone’s HICP rose 0.6% m/m in April, unrevised from the
first estimate. This followed the 0.9% m/m gain in March. The
annual rate came in at 1.6% y/y, accelerating from 1.3% prior,
driven by the surge in energy prices. The core inflation, however,
eased to 0.7% y/y (Mar: +0.9%), reflecting slower services inflation.

Inflation lifted by higher energy cost in the UK:

Annual inflation in the UK surged to 1.5% y/y in April, from the 0.7%
in March, beating expectation for a 1.4% increase. This marked the
headline index’s sharpest rise since Mar-20, thanks to the 9% hike
in the official energy price cap and partly attributed to the low base
from last year.

Compared to the month before, CPI rose 0.6% m/m (Mar: +0.3%),
its sharpest increase in two years, reflecting the reopening impact
as the UK began to loosen restrictions. The core CPI index rose
1.3% y/y (Mar: +1.1%) and recorded a m/m reading of 0.3% (Mar:
+0.4%).

Forex

MYR (Neutral-to-Bearish)

USD/MYR rose 0.36% to 4.14 on Wednesday. We turned neutral to
bullish on the pair as it may catch up with overnight FX market
movements and risk aversion is expected to dominate today’s
session. Pair has broken 4.14 this morning as expected, with
resistance at 4.1550.

USD (Neutral-to-Bearish Outlook over 1 Week Horizon)

DXY rebounded after dipping below 90 in the previous session. DXY
closed at 90.19, up by 0.49% d/d. This came as US shares dipped
and yields rose as a result of Fed minutes, which flagged possibility
of debate to scale back asset purchases. We anticipate slight USD
weaknesses, for the DXY to go below 90 again over the coming
week, with attention now on Markit PMls for May.

EUR (Neutral-to-Bullish)

EUR/USD corrected after prior bids, down 0.38% to a close of
1.2175. As optimism in the Eurozone Covid-19 situation continues,
we stay constructive on the EUR over the coming week. We eye
resistance of 1.2349 while support is at 1.2120. Markit PMIs next
to focus on.

GBP (Neutral-to-Bullish)

GBP/USD was down by 0.52% on Wednesday, closing at 1.4115.
PPl came in above expectations while CPI result was within market
consensus expectations. We still think that the GBP/USD may still
aim for 1.42 big figure in the coming week, helped by the loosening
of Covid-19 restrictions. 1.4237 high seen on 24 February is the
resistance to watch before 1.4300. Support around 1.4060. The UK
releases retail sales and Markit PMI next.

JPY (Neutral)

USD/JPY was up by 0.30% on the last session, after four
consecutive sessions downwards. This brought pair to a high of
109.34 before closing at 109.22. Trade surplus for April was slightly
below expected, also narrowing from previous month. We
anticipate a range of 108 to 110 for USD/JPY for the week ahead.
JPY may underperform other currencies in an environment of
dollar weakness, unless risk aversion return.

AUD (Neutral)

AUD/USD steadily pulled back on 19 May, overall down 0.82% to a
close of 0.7728. Pair stabilised after Thursday’s open, looking for
further impetus. Resistance remains at 0.7840 before further
moves towards 0.7900, while support looks to have firmed up
around 0.7710 before employment data release. Thereafter,
markets will likely focus on Markit PMIs and retail sales figures.

SGD (Neutral)

USD/SGD headed higher and touched a high of 1.3361 on
Wednesday due to FOMC reaction, closing 0.36% up at 1.3344. We
see USD/SGD hovering mostly around 1.3220 to 1.3380 for the
week ahead. Focus is still on Singapore’s Covid-19 situation, while
CPI, industrial production and GDP will be released over the
coming week.
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Japan’s positive data point to ongoing recovery:

Japan’s exports recorded another double-digit growth in April at
38% vy/y (Mar: +16.1%), driven by strong global demand and
favourable low base. Imports also rose 12.8% y/y (Mar: +5.8%),
marking its third successive monthly gain, adding to sign of firmer
domestic demand.

Core machine orders, a gauge of business investment rebounded
by 3.7% m/m, after the sharp 8.5% decline prior; this however fell
short of analysts’ forecast of 5% increase.

Japan’s industrial production rose 1.7% m/m in March (Feb: -1.3%),
more than recovered the decline recorded in the previous month.
The annual rate of industrial output growth turned positive to
+3.4%, for the first time since Jan-19; this was helped by the low
base in 2020.

Australia’s wage growth rose in 1Q:

Australia’s wage price index rose 0.6% q/q in the first quarter of
2021, the same rate as posted in the previous quarter. This was
better than analysts’ forecast of 0.5%, leaving the annual growth
rate at 1.5% y/y (Mar: +1.4%). The reading was good news for the
RBA, but is still too early to tell whether it would help drive
inflation.

In a separate note, the Westpac Consumer Sentiment Index slipped
to 113.1 in May (April: 118.8) following the sharp in jump in the
previous month.
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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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