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Global Markets Research

Daily Market Highlights

Key Takeaways

Stocks rallied to record high overnight, lifted by renewed
economic optimism after President Biden announced that he
had secured a roughly $1ltrillion bipartisan infrastructure
deal with a group of senators which would encompass some
S579billion in spending for new projects to upgrade roads,
utilities and internet facilities. The Dow Jones outperformed
with a near-1% gain while the S&P 500 (+0.6%) and NASDAQ
(+0.7%) climbed to all-time highs. Financials and energy
shares led the gains among the S&P 500 sectors; construction
stocks jumped. Microsoft’s market value hit the $2trillion
mark as it launched Windows 11.

US treasuries yields stabilised, closing within a tight range of
-0.7 to +1.3bps across the curve. The yield on 10Y UST was
little changed at 1.49%. UK yields fell 1.8 to 3.9bps after the
Bank of England gave no apparent signal of any potential
policy tightening. The pound plunged. The USD largely
weakened against most of its G10 counterparts except GBP
and CAD. EUR closed little changed. Gold prices traded lower
on Thursday. Futures shed 0.4% to $1775.6/0z. Crude oil
prices extended gains to the second session on the back of a
strong economic outlook. Brent crude edged up 0.5% to
$75.6/barrel while WTI rose 0.3% to $73.3/barrel. Stock
futures pointed up in Hong Kong and Japan, indicating that
Asian shares will track the overnight US rally. Key US data
today are the core PCE inflation alongside personal spending
and income.

The US reported mixed data. The initial jobless claims
remained at above 400k for the second week in a row.
Durable goods orders rose 2.3% m/m in May, following upward
revision to April’s reading. The third estimate of 1Q GDP growth
was unrevised at 6.4% g/q annualised rate. The advance goods
trade deficit widened to $88.1b in May. The GfK Consumer
Confidence Index remained unchanged at -9 in the UK. New
Zealand’s 12-month trade balance swung to a deficit of NZD62m
in May thanks to the steady recovery of imports.

The USD was overall roughly flat for Thursday, with DXY closing at
91.81. USD strengthened against GBP and CAD but weakened
compared to the SGD, CNH and AUD. This came as initial jobless
claims stayed steady compared to last week in the US. We
anticipate some range movements around 91.40 to 92.40 in
today’s session, as markets consolidate post-dollar rally. Focus
shifts to PCE data.

USD/MVYR retraced to just below 4.16 after being overbought. Pair
closed at 4.1595 (-0.06%) and is likely to trade on a more neutral
note today, possibly within a tight range of 4.1550- 4.1650 ahead
of the weekend and a general lack of market drivers.
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Market Snapshots
Last Price DoD % YTD %
Dow Jones Ind. 34,196.82 0.95 1173
S&P 500 4,266.49 0.58 1359
FTSE 100 7,109.97 0.51 10405
Hang Seng 28,882.46 0.23 6.06
KLCI 1,555.71 -0.58 -4.39
STI 3,119.62 0.03 9.70
Dollar Index 91.81 0.01 2.09
WTI oil ($/bbl) 73.30 0.30 5138
Brent oil ($/bbl) 75.56 D.49 4587
Gold (S/02) 1,775.60 -0.38 631
CPO (RM/tonne) 3,700.50 235 -2.31
FX Daily Change vs USD (%)

NzD 0.18

SGD 0.14

CNH 0.13

AUD 0.11

JPY 0.07

MYR 0.06

EUR 0.05

CHF 0.03

CAD -0.15

GBP -0.30
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Macroeconomics

BOE maintained policy; made no hawkish shift:

The Bank of England left its bank rate unchanged at 0.1% as well as
its asset purchase program at £895 billion as widely expected. It said
that the current monetary policy stance is appropriate and did not
make any hawkish shift towards potential policy tightening. Instead,
it said that the economic recovery should not be undermined by
premature tightening of monetary conditions.

Economic assessment turned more positive in the latest statement
and the June output is expected to be 2.5% lower compared to its
pre-Covid 4Q19 level.

The MPC said that the surging inflation is expected to be transitory.
It maintained the view that growth and inflation will fall back after a
period of strong readings, but added that the near-term gain in prices
may prove somewhat larger than expected. It remained unclear
whether this current inflation is short-term, driven by pickup in oil
and other commaodity prices or could extend to the medium term.

Initial jobless claims at 411k; durable goods orders rebounded:

Initial jobless claims came in at 411k last week, versus expectation of
380k; this was little changed from the revised 418k claims in the week
before. Initial jobless claims disappointed for the second week in a
row, holding at over-400k last week, highlighting the job market’s
challenges to recover to the pre-pandemic level despite the
reopening of the economy.

The third estimate of 1Q GDP growth was unrevised at 6.4% q/q
annualised rate (4Q20: +4.3%).

Durable goods orders rose 2.3% m/m in May, supported by higher
orders for planes and motor vehicles. This was less than the expected
gain of 2.8% but the upward revision to April’s orders to represent a
smaller decline (-0.8% m/m) offered some optimism. The core capital
orders missed estimates, edging lower by 0.1% m/m, compared to
the forecast of 0.6% growth. Nonetheless, the minor decline also
came alongside higher revision for April (+2.7%). The report indicates
that the US’ manufacturing orders remained healthy.

The advance goods trade deficit widened to $88.1b in May (Apr: -
$85.7b) as the strong growth in imports (+0.8% m/m) to near-record
levels, outweighed the lower exports (-0.3% m/m). Exports were
weighed down by fall in vehicle shipments to overseas as car makers
faced input shortages.

UK’ consumer confidence stayed unchanged:

The GfK Consumer Confidence Index remained unchanged at -9 in
June (May: -9), missing the estimate for an improvement to -7.
Consumers turned only slightly more optimistic over personal
finances in the next 12 months (11 vs 10 prior) and downgraded their
views of the next-12-month economic situation (-2 vs 4 prior). The
climate for major purchases improved albeit still at negative level (-5
vs -7 prior). Saving intentions remained high (21 vs 22). This may have
reflected consumers’ uncertainties regarding the latest outbreak of
the Covid-19’s delta variants in the UK.

Import recovery turned New Zealand’s annual trade to deficit:

New Zealand’s 12-month trade balance swung to a deficit of NZD62m
in May (Apr: 764m), thanks to the steady recovery of imports in
recent months. This marks its first 12-month deficit since Jun-20.
The monthly trade balance was a surplus of NZD469m (Apr: 414m)
as both exports and imports rose over 8% m/m after the declines in
the previous month. Exports were driven by dairy products.

Forex

MYR (Neutral-to-Bearish)

e USD/MYR retraced to just below 4.16 after being overbought. Pair
closed at 4.1595 (-0.06%) and is likely to trade on a more neutral
note today, possibly within a tight range of 4.1550- 4.1650 ahead
of the weekend and a general lack of market drivers.

USD (Neutral)

e The USD was overall roughly flat for Thursday, with DXY closing at
91.81. USD strengthened against GBP and CAD but weakened
compared to the SGD, CNH and AUD. This came as initial jobless
claims stayed steady compared to last week in the US. We
anticipate some range movements around 91.40 to 92.40 in
today’s session, as markets consolidate post-dollar rally. Focus
shifts to PCE data.

EUR (Neutral-to-Bullish)

e EUR/USD was 0.05% higher d/d, closing at 1.1932. Pair however
lacked momentum to deviate significantly from ranges a day
earlier. We maintain our view of resistance at 1.2000, with support
firming at 1.1850. The European Central Bank executive board
member Isabel Schnabel warned governments not to tighten fiscal
policy too soon.

GBP (Neutral-to-Bearish)

e GBP/USD was down by 0.3%, closing at 1.3922. This came mostly
from Bank of England policy reaction, as pair stayed mostly
horizontal moving on Thursday. Markets were slightly
disappointed that Bank of England did not change its stance
towards more hawkish tones, as inflation surged. We place
support at 21 June low of 1.3787, and resistance at 1.4090.

JPY (Neutral-to-Bearish)

e USD/JPY was 0.07% down, despite hitting another intraday high of
111.12. Pair retraced gains to close at 110.80. A double hit of the
111 big figure may trigger further bearishness for the yen. We
place resistance at 111.60, while support now shifts to 110.20.
Focus shifts towards the 112.23 high seen on 20 February 2020.

AUD (Neutral-to-Bullish)

e AUD/USD was 0.11% up on Thursday’s session, closing at 0.7583.
This comes as market sentiments improved during the session.
Given a slight recovery after hitting at 0.75 big figure, we see slight
upsides continuing. Watch resistance at 0.7640, while support is
around 0.7470.

SGD (Neutral)

e USD/SGD was 0.14% lower, closing at 1.3430 from 1.3449 a day
earlier. However, the pair stayed in recent ranges as the dollar
stabilised. We continue to eye a range of 1.3410 to 1.3490 for the
day. Industrial production figures are due for release.
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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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