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Global Markets Research

Daily Market Highlights

Key Takeaways

US stocks rose modestly overnight, rebounding from
Tuesday’s slump as investors looked convinced that the
Federal Reserve would not tighten monetary policy as the
surging inflations domestically and globally are expected to
be temporary. After last week’s FOMC minutes that hinted at
possibilities of starting conversations on tapering the Fed’s
asset purchase program, several Fed officials signalled that
they were in no rush to withdraw support. The Dow pared
intraday gains and closed Wednesday’s session on a flat note.
The S&P 500 rose 0.2%, led by gains in energy and consumer
discretionary sectors. NASDAQ edged up 0.6%.

US yields rose slightly (+0.4 to +1.7bps) alongside the
stronger dollar. The 10Y UST last traded on Wednesday at
1.58% (+1.7bps). The dollar index bounced back from recent
losses and added 0.5% to 90.04 as the USD strengthened
across the board amid month-end short covering. NZD was the
sole winner against the USD, picking up nearly 0.8% after the
RBNZ’s hawkish signals. Gold futures extended gain to the
third session to close just over $1900/0z level, albeit with a
more moderate gain (+0.2%) as the USD rebounded. It has
retreated back below $1900 this morning. Spot price continues
to trade steadily in the $1896-1897 range. Crude oil prices
rose for the fourth consecutive session as a brighter outlook
for oil consumption overshadowed recent concerns over the
return of Iranian supply. Brent crude traded 0.3% higher at
$68.87/barrel and WTI at $66.21/barrel (+0.2%).

US’ mortgages applications fell over 4.0% last week. Australia’s
Westpac Leading Index eased in April but still points to
continuous growth. New Zealand’s annual trade surplus
narrowed in April. Focus shifts to the US’ second estimate for
1Q GDP growth (first estimate: annualised +6.4% q/q) as well
as the latest weekly jobless claims data and the monthly
durable goods orders.

The USD strengthened after two sessions of weaknesses on
Wednesday. DXY was up by 0.45% to a close of 90.04. This was
helped by positive market sentiments and views that Fed will
stay accommodative in 2021. We are maintaining our weekly
neutral to bearish USD outlook for now. Near-term, initial
jobless claims, PCE and U. of Michigan sentiment are the main
datasets we track.

USD/MYR closed little changed at 4.1435 on Tuesday before
Wednesday’s public holiday. We maintain our neutral to
bullish USD/MYR weekly outlook as heightened concerns
over surging Covid-19 cases in Malaysia could weigh on the
MYR. We continue to eye a range of 4.13-4.17 this week.
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Market Snapshots
Last Price DoD % YTD %
Dow Jones Ind. 34,323.05 0.03 1214
S&P 500 4,195.99 0.19 1171
FTSE 100 7,026.93 -0.04 8.77
Hang Seng 29,166.01 0.88 7.11
KLCI* 1,577.82 0.38 -3.04
STI* 3,146.09 0.72 1063
Dollar Index 90.04 0.45 0.12
WTI oil ($/bbl) 66.21 0.21 3646
Brent oil ($/bbl) 68.87 0.32 3295
Gold (S/0z) 1,901.20 0.17 0.13
CPO (RM/tonne)** 4,300.00 -3.05 13/52
*Closings for 25 May
** Closing for 24 May
FX Daily Change vs USD (%)
NzD 0.75
CNH 0.45
SGD 0.13
MYR 0.00
AUD -0.10
GBP -0.24
CHF -0.30
JPY -0.34
EUR -0.47
CAD -0.48
-1.00 -0.50 0.00 0.50 1.00

Source: Bloomberg
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Up Next
Events
CN Industrial Profits YoY (Apr)

HK Exports YoY (Apr)

US Durable Goods Orders (Apr P)

US GDP Annualized QoQ (1QS)

US Initial Jobless Claims (22 May)

US Pending Home Sales MoM (Apr)

US Kansas City Fed Manf. Activity (May)
NZ ANZ Consumer Confidence Index (May)
JP Jobless Rate (Apr)

MA Exports YoY (Apr)

EZ Economic Confidence (May)

US Advance Goods Trade Balance (Apr)

US Personal Income (Apr)

US Personal Spending (Apr)

US PCE Core Deflator YoY (Apr)

US MNI Chicago PMI (May)

Source: Bloomberg
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Macroeconomics

RBNZ maintained monetary policy but delivered hawkish bias:

RBNZ left its official cash rate (OCR) unchanged at 0.25% as
expected. It also kept its Large-Scale Asset Purchase and Funding
for Lending Programmes as expected, in order to meet its
consumer price inflation and employment objectives.

Most surprisingly, in its latest set of forecasts, the projected OCR
path was upgraded with the next hike now expected in the second
half of 2022, compared to the previous guidance of no hike until
2023. Note that prior to this statement, the RBNZ did not publish
the OCR path beyond 1Q21.

GDP is expected to have contracted 0.6% q/q in 1Q21, driven by
weakness in the services sector, followed by a rebound in 2Q.
Growth is set to be particularly strong in 2Q-3Q next year (+1.0 to
+1.1% q/q).

As for inflation, it now expects the annual CPI rate to temporarily
surge this quarter (to 2.6% y/y) before easing again in 3Q onwards
to 1.5% y/y in 2Q next year.

It acknowledged that the global economic outlook has continued
to improve but mentioned that “divergences in economic activity,
both within and between countries” remain significant. Its
medium-term outlook for growth remained similar compared to
the last meeting, as confidence in outlook rose. However, RBNZ
said that it retained its caution. It added that rising price pressures
globally are likely to be temporary.

US’ mortgage applications fell last week:

Mortgage applications fell 4.2% last week, after having just risen
by 1.2% in the week before. The refinancing segments dropped by
7.2% after its three successive weekly gains. The mortgage
applications to purchase houses rose only 1.7% after a sharp
decline, which continued to display buyers’ wariness amid rising
house prices and limited supply.

Australia’s Westpac Leading Index points to continuous growth:

The Westpac Leading Index’s six-month annualised growth rate
eased to 2.85% in April, from 3.31% in March, but indicates a
strong above-trend growth momentum through the second half of
2021 and into early 2022. The moderating trend came following
the ‘extremely strong starting point” post Covid-19 lockdown.

New Zealand’s annual trade surplus narrowed in April:

Trade surplus in the 12 months to April narrowed to NZD733m,
from NZD 1.7b prior. Trade surplus for April alone meanwhile
widened to NZD388m, from $39m in the previous month, thanks
to a smaller decline in export (-5.8% m/m) compared to the
sharper fall in imports (-12%). In March, both exports and imports
had recorded double digit growth rates.

Forex

MYR (Neutral-to-Bearish)

USD/MYR closed little changed at 4.1435 on Tuesday before
Wednesday’s public holiday. We maintain our neutral to bullish
weekly outlook for the pair as heightened concerns over surging
Covid-19 cases in Malaysia could weigh on the MYR. We continue to
eye a range of 4.13-4.17 this week.

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

The USD strengthened after two sessions of weaknesses on
Wednesday. DXY was up by 0.45% to a close of 90.04. This was
helped by positive market sentiments and views that Fed will stay
accommodative in 2021. Near-term, initial jobless claims, PCE and
U. of Michigan sentiment are the main datasets we track.

EUR (Neutral-to-Bullish)

EUR/USD pulled back to a close of 1.2192 after hitting a high of
1.2266 on 25 May. We stay slightly constructive on the currency on
market positivity. Upside momentum stayed high despite levels
looking elevated. Resistance at 1.2349 while support at 1.2140.
Eurozone releases confidence indexes on 28 May.

GBP (Neutral-to-Bullish)

GBP/USD was down by 0.24% on Wednesday after two sessions of
range movements. This brought the pair down to 1.4119. For the
week ahead, we look for further bids in the pair. Momentum is still
upwardly biased at elevated levels. Resistance at 1.4237 while
support lies at 1.4000.

JPY (Neutral)

USD/JPY moved in a bid after flat changes a session earlier. Pair
closed at 109.15, 0.34% higher. We see range movements for the
pair over the coming week, within a range of 108.00 to 109.80.
Momentum looks subdued as Covid-19 cases are elevated.
Employment and jobless rate data is due to be released early 28
May.

AUD (Neutral)

AUD/USD was 0.1% down on Wednesday’s session, closing at
0.7743. This maintained the pair’s range mostly around 0.77 to 0.78
big figures since 12 May. We still see the pair moving horizontally
for the coming sessions, examining a range of 0.7660 to 0.7820.
Momentum is low at evenly balanced levels. Risk sentiments
regarding commodity prices and inflation may shape the pair’s
movements.

SGD (Neutral-to-Bullish)

USD/SGD fell back by 0.13% on Wednesday, a third session of SGD
strength vs. the USD. This brought the pair down to 1.3242 and is in
line with our view since Tuesday, that the Covid-19 situation is not
deteriorating further. 1.3220 is the support to watch before 1.3157,
while resistance is at 1.3320.
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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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