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Daily Market Highlights

Key Takeaways Market Snapshots
o US stocks rebounded overnight, snapping three days of losing
streak, driven by the surge in tech shares as the recent inflation Last Price DoD % YTD %
concerns that had been f.moldin.g !'narkets back gave way to a Dow Jones Ind. 34,084.15 055 1138
renewed sense of economic optimism. Investors focused on the
down trend of the weekly jobless claims data and shrugged off S&P 500 4,159.12 1.06 108
the Fed’s hint of possible taper talks. The easing in crypto |FTSE 100 7,019.79 1.00 8.66
market volatilities also helped lift overall sentiment. The Dow Hang Seng 28,450.29 -0.50 4.48
rose 0.6% while the S&P 500 picked up 1.1%, reflecting a broad- KLCI 1,575.32 033 319
based rally across sectors (Energy sector was the sole loser).
NASDAQ outperformed by recording a 1.8% daily gain. Stocks e 3,109.81 018 2.
were also higher in Europe earlier, while Asia recorded mixed |Dollar Index 89.81 -0.42 -0.14
performances with stocks down in Hong Kong but up in Japan. WTI oil ($/bbl) 62.05 -2.07 2789
Brent oil ($/bbl) 65.11 -2.33 25169
o US treasury yields fell as markets weighed the FOMC meeting
minutes and the job data. Despite the current downtrend in the Gold {s/02) 1,881.90 0.02 098
jobless claims data, it remained higher compared to the pre- |CPO (RM/tonne) 4,681.50 -2.35 2359
pandemic level, suggesting that the Fed may not rush to tighten
policy as it watches its full employment mandate. Treasury FX Daily Change vs USD (%)
yields retreated by 1 to 4.7 bps across the curve. The yield on CHE 0.70
10Y UST fell to 1.63% (-4.6bps). Gold futures pared gains to AUD 0.62
close on a flat note at $1881.9/0z. Oil benchmarks shed over ’
. n . . CAD 0.62
2.0% on a potential Iran deal that could raise oil supply in the GBP 0.53
global market. President Hassan Rouhani said that the US is
ready to lift sanctions on Iran but a key Iranian negotiator EUR 0.44
remarked that some issues needed further discussion. Brent NzD 0.42
crude fell 2.3% to $65.11/barrel and WTI was down by 2.1% to ey 0.40
$62.05/barrel. Stock futures are pointing up in Asia, tracking SGD 0.24
the gain in the US’ markets. Focus is on the preliminary PMI CNH 0.13
readings for the US, Eurozone, UK and Japan. MYR -0.15
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e The US’ weekly first-time jobless claims fell to 444k last week,

another pandemic era low. The slump in the Philly Fed’s _Source: Bloomberg

manufacturing index highlights the supply chain bottlenecks.

Consumer sentiment improved in the UK. Japan’s inflation was Overnight Economic Data
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consistent at -0.1% y/y. Australia reported job losses. UsS 5> UK
JP 2> AU

The US dollar weakened on Thursday’s session, with the DXY giving

back Wednesday’s gains. DXY was down by 0.42%, back to a close Up Next

of 89.81. We continue to anticipate slight dollar weakness, with Date Events Prior

attention on Markit PMls for May. 21/05 Preliminary PMls for US, EZ, UK, JP (May)

AU Retail Sales MoM (Apr P) 1.3%

e USD/MYR strengthened modestly by nearly 0.2% to 4.1460 on UK Retail Sales Inc Auto Fuel MoM (Apr) 5.4%

Thursday. on Wednesday. The retreat in broad USD overnight EZ Consumer Confidence (May A) -8.1

suggests that USD/MYR may retreat back to 4.13-4.14 today but US Existing Home Sales MoM (Apr) -3.7%

with limited downside amid pre-weekend risk aversion, and 24/05 NZ Retail Sales Ex Inflation QoQ (1Q) -2.70%

concerns over a stricter lockdown. Overall daily outlook is SG CPI YoY (Apr) 1.30%

neutral in our view. US Chicago Fed Nat Activity Index (Apr) 1.71

Source: Bloomberg
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Macroeconomics

US’ initial jobless claims fell to 444k last week:

e |Initial jobless claims continued to trend lower, hitting a new
pandemic era low of 444k last week, down from the 478k prior.
The four-week moving average fell to 504.75k (prior: 535.25k),
marking its sixth consecutive week of decline, suggesting fewer
layoffs as the economy recovered further amid easing of social
distancing restrictions.

e The Philadelphia Fed’s manufacturing index slumped to 31.5 in
May, from the high of 50.2 in April, as the supply chain bottlenecks,
struggle to workers and surging material costs weighed on new
orders and shipments. The sub-index that gauges unfulfilled orders
rose 13.2pts while the delivery time index also surged nearly 14pts.

e The Conference Board’s Leading Index rose 1.6% m/m in April
(Mar: +1.3%), driven by falling jobless claims, higher stock prices,
higher ISM new orders and more positive consumer expectations,
which is consistent with general views that US growth would
improve further this year.

The UK’s consumer confidence improved in May:

e  Consumer sentiment in the UK turned less pessimistic in May,
according to the GfK Consumer Index which came in better than
expected at -9, compared to -15 in the previous month. The
improvement came as consumers upgraded their outlook for the
economic situation for the next 12 months (+15pts).

e  The climate for major purchases index also rose 5pts, suggesting
that consumers are more comfortable with spending on big ticket
items as the labour market conditions improved further in the UK,
amid a contained pandemic situation and easing restrictions. Retail
sales data due today would offer more insights.

Japan’s inflation reading came in better than expected:

e Japan’s CPl ex-fresh food index, the BOJ's key inflation gauge, fell
0.1% y/y in April (Mar: -0.1%), better than expectations that called
for a -0.2% fall. This marked its ninth consecutive month of
declines.

e  The smaller negative reading and its consistency from previous
month offers hope that price pressure began to build up amid
economic recovery but the low base from last year could also have
played a role, as prices began to fall in April last year when the
Japanese government first imposed the State of Emergency.

Australia shed jobs in April:

e Australia’s economy recorded a total job loss of 30.6k in April,
instead of the expected gains of 20k. This followed the upwardly
revised 77k job increases in March. This was a result of the 64.4k
loss in part-time jobs which more than offset the 33.8k new full-
time employment. Unemployment rate meanwhile fell to 5.5%,
from the revised 5.7%, as the labour force appeared to have shrunk
based on the lower participation rate (66% vs 66.3%).

e April’s job losses came following six months of recovery and were
also driven partly by seasonal factors such as the school and Easter
holidays. The expiry of the wage subsidy program may have also
played a minor role. Job growth may return in May as economic
recovery continues, judging from the positive reading of more
forward-looking indicators such as services PMI.

Forex

MYR (Neutral)

e USD/MYR strengthened modestly by nearly 0.2% to 4.1460 on
Thursday. on Wednesday. The retreat in broad USD overnight
suggests that USD/MYR may retreat back to 4.13-4.14 today but
with limited downside amid pre-weekend risk aversion, and
concerns over a stricter lockdown.

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

e The US dollar weakened on Thursday’s session, with the DXY giving
back Wednesday’s gains. DXY was down by 0.42%, back to a close of
89.81. We continue to anticipate slight dollar weakness, with
attention on Markit PMIs for May.

EUR (Neutral-to-Bullish)

e EUR/USD was up 0.44%, heading above 1.22 once again to close at
1.2228. Pair may still move slightly higher from optimism in
Eurozone’s Covid-19 situation and economic recovery. Watch
Markit PMls, as we eye resistance of 1.2349 while support is at
1.2120.

GBP (Neutral-to-Bullish)

e GBP/USD rose by 0.53% to a close of 1.4190, taking back previous
session’s losses. Pair may well move in line with the EUR due to
similar conditions and optimism. 1.4237 high seen on 24 February is
the resistance to watch before 1.4300. Support around 1.4060.

JPY (Neutral)

e USD/JPY was down by 0.40% to a close of 108.78. Coming after
better than expected inflation prints, we still see 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)

e AUD/USD was higher by 0.62%, closing at 0.7776 on Thursday’s
session. Resistance remains at 0.7840 before further moves towards
0.7900, while support looks to have firmed up around 0.7710. We
note modest job gains for full time jobs but part time jobs
plummeted. Meanwhile, composite PMI came in strong at 58.1 in
May from 58.9 a month ago.

SGD (Neutral)

e USD/SGD headed in an offered tone to close at 1.3312, down 0.24%
in the process. 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, which is not deteriorating significantly further but still
looks bad. CPI, industrial production and GDP will be released over
the coming week.
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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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