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S&P 500, NASDAQ hit record levels alongside higher yields & crude oil prices
US House of Representatives passed $3.5 trillion budget resolution

Commodity currencies strengthened against USD

US stocks powered on overnight alongside higher yields and commodity prices, driven
by the FDA’s recent full approval of the Pfizer vaccine as well as strong US corporate
earnings. Tuesday’s gains led the broader S&P500 (+0.2%) and tech focus NASDAQ
(+0.5%) indexes to close at record highs, highlighting the resilience of equities as an
asset class despite recent concerns over the spread of the Delta variant. The Dow
Jones (+0.1%) underperformed but was not too far (260pts or 0.7%) away from its
most recent record level.

US treasury yields were boosted by the optimistic sentiment ahead of the Federal
Reserve’s Jackson Hole Symposium on 26-28 Aug. The yield on 10Y UST ticked higher
by 4.2bps to 1.29%. The dollar broadly weakened against nearly all G10 currencies,
except the CHF. Commodity currencies continued to rally and remained Tuesday’s
top gainers. DXY slipped less than 0.1% to 92.9.

USD/MYR closed lower (-0.2%) for the second session at 4.2175 as MYR is riding on
the broad USD weakening and the end of political uncertainties on the domestic
front. Momentum remained biased towards the downside for the pair, with the rally
in commodity prices favouring the MYR. After the 4.22 breach, pair is now targeting
4.21 before moving to key 4.20 support.

Gold futures picked up modestly (+0.1%) to $1805.6/0z. Brent crude jumped 3.4% to
$71.05/barrel; the two-day gain led the international oil benchmark to completely
recover from the selloff that lasted more than a week. The US benchmark WTI rose
2.9% to $67.54/barrel.

The US House Representatives voted alongside party line to approve a $3.5 trillion
budget plan that includes President Biden’s key infrastructure agendas. Asia’s stocks
are set to track the rally in the US market as futures are pointing higher as of writing.
Focus remains on the Jackson Hole Symposium amid the lack of top-tiered data.

US new home sales rebounded in July:

US new home sales rose for the first time in four months, alongside the concurrent
gain in existing home sales as reported yesterday, suggesting that the underlying
housing demand remained solid despite recent weakness that was spurred by limited
inventory and higher prices.

Sales of new homes in the US rose 1% m/m in July, albeit less than the expected gain
of 3.1%. Notably, new home sales in June were revised upward sharply to show a
smaller decline of 2.6%, compared to the initially estimated fall of 6.6%. The median
home price also rose to a record high of $390,500, 18.4% y/y higher compared to just
a year ago.

US Richmond Fed manufacturing index softened in August:

The Richmond Fed’s headline manufacturing index slumped 18pts to 9.0 in August
(Jul: 27.0) to indicate a much softer expansion in the US Fifth District; the survey

Key Market Metrics

Level did (%)
Equities
Dow Jones 35,366.26 0.09
S&P 500 4,486.23 0.15
NASDAQ 15,019.80 0.52
Stoxx 600 471,79  -0.02
FTSE 100 7,125.78 0.24
Nikkei 225 27,732.10 0.87
Hang Seng 25,727.92 2.46
Straits Times 3,107.62  0.65
KLCI 30 1,553.37 2.03
EX
DollarIndex 92.89 -0.07
EUR/USD 1.1756 0.09
GBP/USD 1.3729 0.07
usD/JPY 109.65 -0.05
AUD/USD 0.7258 0.68
USD/CNH 6.4696 -0.12
USD/MYR 4.2175 -0.20
USD/SGD 1.3543 -0.15
Commodities
WTI (S/bbl) 67.54 2.89
Brent ($/bbl) 71.05 3.35
Gold (S/oz) 1,805.60 0.13

Source: Bloomberg, HLBB Global Markets
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showed weaker new orders and capacity utilisation as lead time increased and
inventories remained low. The struggle to fill vacant positions continued, leading
firms to raise wages; the wage index hit a record high. The survey result was
consistent with other regional gauges, highlighting the challenges of supply chain
constraints and worker shortages faced by manufacturers nationwide.

New Zealand’s monthly imports at record high:

e New Zealand’s trade balance swung to a deficit of NZD402m in July (Jun: NZD245m)
as total imports rose to a record high of NZD6.2b (+7.8% m/m), boosted by the large
increases in vehicle and petroleum purchases. Japan was the top trading partner for
vehicles, followed by the European Union. Exports were lower at NZD5.75b (-3.4%

m/m) where shipments to China and Europe were seen lower.

House View and Forecasts

FX This Week 3Q-21 4Q-21 1Q-22 2Q-22
DXY 92-95 92.00 91.50 90.00 89.00
EUR/USD 1.15-1.18 1.18 1.19 1.21 1.22
GBP/USD 1.35-1.38 1.40 1.41 143 1.45
AUD/USD 0.70-0.73 0.74 0.74 0.76 0.77
UsD/JPY 109-111 109.00 108.00 107.00 105.00
USD/MYR 4.21-4.25 4.23 4.20 4.20 4.15
USD/SGD 1.35-1.38 1.35 1.35 1.34 1.33
Policy Rate % Current 3Q-21 4Q-21 1Q-22 2Q-22
Fed 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50
ECB -0.50 -0.50 -0.50 -0.50 -0.50
BOE 0.10 0.10 0.10 0.10 0.10
RBA 0.10 0.10 0.10 0.10 0.10
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
BNM 1.75 1.75 1.75 1.75 1.75
Fed 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50
Source: HLBB Global Markets Research
Up Next
Date Events Prior
25/08 MA CPI YoY (Jul) 3.4%
JP Machine Tool Orders YoY (Jul F) 93.4%
US MBA Mortgage Applications (20 Aug) -3.9%
US Durable Goods Orders (Jul P) 0.9%
26/08 SG Industrial Production YoY (Jul) 27.5%
HK Exports YoY (Jul) 33.0%
US Initial Jobless Claims (21 Aug) 348k
US GDP Annualized QoQ (2Q S) 6.5%
US Kansas City Fed Manf. Activity (Aug) 30.0

Source: Bloomberg
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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.




