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Global Markets Research

Daily Market Highlights

Key Takeaways

US main benchmarks soared overnight in what appeared to
be their best day since March as investors rushed to buy
cheaper shares following the selloff in the previous session.
The Dow Jones (+1.6%), S&P 500 (+1.5%) and NASDAQ (+1.6%)
all rebounded on Tuesday after shedding 1-2% at the start of
the week as the rapid spread of Covid-19’s Delta variant
spooked the markets. Treasury yields recovered from the
previous session’s dip. The yield on 10Y UST rose 3.3bps to just
above 1.2%, after having sunk to 1.19% on Monday during a
rush to safe havens. Overall, front-end yields declined 1.6 to
2.4bps while longer-term yields rose 0.5 to 5.7bps.

Gold futures rose slightly (+0.1%) after falling for two sessions,
last trading at $1811.4/0z on Tuesday. Oil prices stabilised on
Tuesday after the dramatic selloff on Monday. Oil benchmarks
had fallen 6.8-7.5% on Monday as markets reacted to OPEC+’s
decision to phase out oil production cuts by September next
year against a backdrop of risk aversion. Brent crude rose 1.1%
to $69.35/barrel. The RBA released its latest meeting minutes
and revealed that decided to adjust its weekly bond purchases
to AUD4b (from AUD5b prior) as the economic outcomes had
improved. As of writing, stock futures are pointing up in Japan
and Hong Kong, as stocks are expected to track US markets
overnight. The ECB’s meeting remains in focus as investors
expect a change in the central bank’s forward guidance.

On the data front, US housing starts rose 6.3% m/m in June
while building permits fell 5.1% m/m, indicating that
homebuilders were working through the backlogs
accumulated in the previous months when construction costs
were at sky-high levels. Japan’s CPI ex-fresh food rose 0.2% y/y
in June, matching analysts’ expectations, while exports rose
48.6% y/y in the same month, inflated by low base.

The dollar strength extended to Tuesday’s session as all G10
currencies weakened against the greenback except the CAD.
This left the DXY slightly higher at near 93 levels. We see slight
upsides for the upcoming session. Attention will turn towards
initial jobless claims and PMls closer the end of the week.

USD/MYR rallied by 0.5% to close at 4.2255 on Monday before
the public holiday. Pair is expected to remain bullish, targeting
4.23 next as the dollar bulls continue to dominate the market,
but the highly overbought RSI condition suggests an imminent
pullback.
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Market Snapshots
Last Price DoD % YTD %
Dow Jones Ind. 34,511.99 1.62 1276
S&P 500 4,323.06 1:52 1540
FTSE 100 6,881.13 0.54 6.51
Hang Seng 27,259.25 -0.84 0.10
KLCI* 1,519.97 -0.16 -6.59
STI* 3,111.20 -1.30 9.40
Dollar Index 92.97 0109 3.38
WTI oil ($/bbl) 67.42 1351 3895
Brent oil ($/bbl) 69.35 106 33/88
Gold (S/oz) 1,811.40 0:12 -4.43
CPO (RM/tonne)* 4,249.50 1375 1218
*Closings on 19 July 2021
FX Daily Change vs USD (%)
CAD 0.51
CNH 0.06
MYR 0.00
SGD -0.14
EUR -0.16
AUD -0.19
GBP -0.34
CHF -0.36
JPY -0.36
NzD -0.37
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Source: Bloomberg

Overnight Economic Data

us > JP )
Up Next
Date Events Prior
21/07 AU Westpac Leading Index MoM (Jun) -0.06%
AU Retail Sales MoM (Jun P) 0.4%
JP Machine Tool Orders YoY (Jun F) 96.6%
22/07 AU NAB Business Confidence (2Q) 17.0
HK CPI Composite YoY (Jun) 1.0%
EZ ECB Deposit Facility Rate (22 Jul) -0.5%
US Chicago Fed Nat Activity Index (Jun) 0.29
US Initial Jobless Claims (17 Jul) 360k
US Leading Index (Jun) 1.3%
US Existing Home Sales MoM (Jun) -0.9%
EZ Consumer Confidence (Jul A) -3.3
US Kansas City Fed Manf. Activity (Jul) 27.0

Source: Bloomberg
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Macroeconomics

RBA minutes signalled no rate hike before 2024:

The RBA’s latest minutes revealed that officials decided to adjust
its weekly bond purchases to AUD4b (from AUD5b prior) as the
economic outcomes had been materially better than earlier
expected and the outlook had improved.

They also agreed that there should be flexibility to increase or
reduce weekly bond purchases in the future due to the high
degree of economic uncertainty. A review will be done at the
November 2021 meeting.

Officials decided to retain the April 2024 bond as the target bond
for its 3Y yield curve control, instead of a rollover to November
2024 bond, as the faster-than-expected recovery in 2021 suggests
alternative plausible scenarios for economic outlook and the cash
rate over the period towards November 2024.

RBA reaffirmed its accommodative stance, signalling that it would
not raise cash rate before 2024 as it did not expect the conditions
to raise rate to be met yet.

US homebuilders worked through backlogs in June as construction
costs fell:

Housing starts rose 6.3% m/m in June, better than the expected
gain of 1.2%. However, May’s data were revised down to show a
much smaller gain of 2.1% (vs +3.6% prior).

Building permits unexpectedly fell 5.1% m/m, compared to the
consensus estimate of +0.7%. This followed the slightly revised
2.9% decline in May. Instead of applying for new permits,
developers worked through the backlogs accumulated in the
previous months when construction costs were at sky-high levels.
Lumber prices had peaked in May at around $1700 per thousand
board feet and have fallen since then to circa $550.

Japan’s inflation remained subdued in June:

Japan’s CPl ex-fresh food rose 0.2% y/y in June, matching analysts’
expectations. This followed a 0.1% gain in May. The still-subdued
inflation reflected cheaper mobile phone charges which partially
offset the gains in prices of other goods. The y/y CPI rate is
expected to accelerate in July onwards, inflated by the low bases
from the same period in 2020 when inflation had turned negative.
Meanwhile, a separate report showed that Japan’s trade data
continued to be inflated by low bases from last year. Exports rose
48.6% y/y in June (May: +49.6%) while imports gained 32.7% y/y
(May: +27.9%).

Forex

MYR (Neutral-to-Bearish)

e USD/MVYR rallied by 0.5% to close at 4.2255 on Monday before the
public holiday. Pair is expected to remain bullish, targeting 4.23
next as the dollar bulls continue to dominate the market, but the
highly overbought RSI condition suggests an imminent pullback.

USD (Neutral-to-Bullish)

e USD strengthened on Monday and Tuesday’s sessions. DXY was up
by another 0.09% to close at 92.97 on Tuesday’s session. This came
amid strong confidence in the US, as equity indexes advanced. We
see slight upsides for the upcoming session. Attention will turn
towards initial jobless claims and PMls closer the end of the week.

EUR (Neutral-to-Bearish)

e EUR/USD closed 0.16% down on Tuesday’s session, closing at
1.1781. The bearish momentum continues ahead of the European
Central Bank meeting on 22 July. The pair may be more resilient
for now as markets await more clarity on policy stance, after the
special session allowing for inflation overshoot. We watch support
of 1.1710 and resistance of 1.1930.

GBP (Bearish)

e GBP/USD stayed in a downward trend, losing for the fourth
consecutive session. Pair closed 0.34% lower to close at 1.3628.
This came as the UK announced rising Covid-19 cases even as it
reopened fully. We see more downsides for the pair, after prior
outperformance at the start of the year. Watch support of 1.3567,
while resistance is at 1.3740 for any rebound in momentum.

JPY (Neutral-to-Bearish)

e USD/IPY rebounded on Tuesday after coming off on Monday. Pair
stayed just below 110 in the process, closing at 109.85. While the
yen may outperform on risk aversion, it remains weak from
fundamentals and dollar strength. Olympics and Covid-19
outbreaks in focus. We watch a resistance of 111 and support of
109.10 for the pair.

AUD (Neutral-to-Bearish)

e  AUD/USD pulled back by another 0.19% after a 0.77% fall in
Monday’s session. This has brought the pair to a close of 0.7330
after an intraday low of 0.73. RBA minutes did not reveal
significant surprises. Market focus for the pair turns to retail sales
and Markit PMI figures. NZD resilience may slightly support the
AUD from further underperformance. We see immediate support
at 0.73 (next: 0.7190) and resistance at 0.7410.

SGD (Bearish)

e USD/SGD stayed in a bid tone on both Monday and Tuesday, even
as Singapore markets were closed on Tuesday. Authorities
announced return to tighter measures (Phase 2 Heightened Alert)
from 22 July to 18 August. We are bullish on USD/SGD for the
upcoming session on Asian FX weakness and USD strength. We see
immediate resistances of 1.3790, while support is at 1.3600.
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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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