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03-June: Soft ADP numbers weighed on dollar

US stocks rebounded on risk-on flow; treasury yields little changed

Dollar weakened as ADP payrolls rose a mere 128k; Brainard sees no rate-hike pause yet

OPEC+ agreed to production boost of 648,000 bpd in July and August

US stocks rallied overnight, ending a two-day losing streak ahead of today’s
nonfarm payroll report. The Dow Jones rose 1.3% while the S&P 500 climbed
1.8%, driven by gains in all sectors except energy. Tech-focus NASDAQ
outperformed as it advanced 2.7% even as Microsoft trimmed earnings and
revenue forecasts, citing a strong US dollar. Earlier, European shares closed
higher while a majority of Asian benchmarks fell.

The treasury market stabilised after the recent selloff with yields moving -1.2 to
+1.8bps across the curve. The yield on the benchmark 10Y UST was unchanged at
2.91%. Fed Vice Chair Lael Brainard said that she supported the plan for another
two 50bp rate hikes in June and July but did not see the case for a pause after
that. She added that it was premature to conclude that inflation had peaked.

Renewed risk appetites and the weaker ADP job report pressured the US dollar,
leaving the greenback to depreciate against all G10 currencies overnight. The
dollar index closed 0.7% lower at 101.76. SEK gained the most, followed by
commodity currencies (AUD, NOK and NZD). Amid USD weakness, gold prices
surged by 1.3% to $1866.50/0z.

USD/MYR rose for the third consecutive session to 4.3890 (+0.1%). The reversal
in USD strength may offer some reprieve for the MYR but the cautious sentiment
ahead of tonight’s NFP report is expected to keep the pair supported within
recent range, in line with our slightly bullish view on a weekly basis.

Oil benchmarks rose even as OPEC+ agreed to a larger output increase of 648k
barrels/day in July and August, compared to the previous pledge of 432k
barrels/day. The plan came as part of the Saudi’s diplomatic deal with the
Americans as the former hopes to firm up security reassurance from the latter,
which also paves the way for a Biden visit to the kingdom. WTI settled at
$116.87/barrel (+1.4%) while Brent closed at $117.61/barrel (+1.1%).

ADP payrolls rose a mere 128k in May; initial jobless claims fell to 200k:

The ADP National Employment Report said that the US private sector added 128k
jobs in May, missing the consensus estimates of 300k. The April job gains were
also revised lower to 202k, reflecting firms’ difficulties to recruit staff in the
currently tight labour market.

Initial jobless claims fell by 11k to 200k for the week ended 28 May (prior: 211k),
suggesting that demand for labour remains strong in the US.

In another separate note, US April factory orders rose at a softer pace of 0.3%
m/m, down from the downwardly revised 1.8% m/m increase in March. The
reading underperformed the consensus estimates of 0.7%. Durable goods order
growth slowed to 0.5% m/m (Mar: +0.7%) while the core capital order growth
also decelerated to 0.4% m/m (Mar: +1.1%), pointing to weaker capex outlook.

Key Market Metrics

Level d/d (%)
Equities
Dow Jones 33,248.28 1.33
S&P 500 4,176.82 1.84
NASDAQ 12,316.90 2.69
Stoxx 600 441.23 0.57
FTSE 100 7,532.95 -0.98
Nikkei 225 27,413.88 -0.16
Hang Seng 21,082.13 -1.00
Straits Times 3,226.72  -0.53
KLCI 30 1,549.90 -0.23
EX
DollarIndex 101.76 -0.72
EUR/USD 1.0747 0.91
GBP/USD 1.2578 0.73
UsSD/JPY 129.84 -0.22
AUD/USD 0.7265 1.25
USD/CNH 6.6567 -0.62
USD/MYR 4.3890 0.13
USD/SGD 1.3706 -0.28
Commodities
WTI (S/bbl) 116.87 1.40
Brent (S/bbl) 117.61 1.14
Gold ($/0z) 1,866.50 1.26
Source: Bloomberg, HLBB Global Markets
Research
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Singapore PMI picked up in May:

e Singapore’s official PMI rose to 50.4 in May, up from 50.3 in April reflecting the
stronger new orders. Other sub-components to gauge Singapore’s manufacturing
condition (output, employment, supplier deliveries etc.) generally weakened. The
electronics sub-index fell to 50.5 (Apr: 50.7).

Australia’s trade surplus increased in April:

e Australia’s April trade surplus widened to A$10.5b, from $A9.7b prior reflecting
stronger exports numbers. Exports rose 1% m/m (Mar: 0%). Shipments of iron
ore, natural gas, petroleum oils, wheat and aluminium rose compared to the
previous month. In terms of destinations, China remained the country’s biggest
importer but shipments to the Mainland fell 2.9% m/m. Exports to Japan and
Taiwan picked up alongside a remarkable rebound in shipments to Singapore
(+134%). The overall exports to APEC countries held up relatively well.

e On the other hand, imports were down by 1% m/m, extending from the 5%
decline in March. Imports from China continued to fall by 6.4% m/m, reflecting
supply chain issues related from the lockdown in Shanghai.

e Final reading of PMI services came in higher than the preliminary reading of 53.0
at 53.2 in May, but still marked a moderation from April’s 56.1 print, and its
lowest in four months. The employment index softened somewhat while prices
rose.

House View and Forecasts

FX This Week 2Q-22 3Q-22 4Q-22 1Q-23
DXY 101-102 106.00 108.00 105.00 103.00
EUR/USD 1.06-1.08 1.02 1.00 1.01 1.03
GBP/USD 1.25-1.27 1.21 1.20 1.22 1.24
AUD/USD 0.70-0.72 0.69 0.68 0.69 0.70
usD/JPY 125-128 133.00 135.00 133.00 132.00
USD/MYR 4.35-4.42 4.38 4.40 4.38 4.35
USD/SGD 1.36-1.38 1.39 1.40 1.38 1.37
Rates, % Current 2Q-22 3Q-22 4Q-22 1Q-23
Fed 0.75-1.00 1.25-1.50 2.00-2.25 2.50-2.75 2.50-2.75
ECB -0.50 -0.50 -0.50 -0.25 -0.25
BOE 1.00 1.25 1.25 1.25 1.25
RBA 0.35 0.50 0.75 1.00 1.25
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
BNM 2.00 2.00 2.50 2.50 2.75

Source: HLBB Global Markets Research

Up Next
Date Events Prior
03/06  JP Jibun Bank Japan PMI Services (May F) 51.7
SG S&P Global Singapore PMI (May) 56.7
AU Home Loans Value MoM (Apr) 1.6%
SG Retail Sales YoY (Apr) 8.7%
EZ S&P Global Eurozone Services PMI (May F) 56.3 Hong Leong Bank Berhad
H | 0,
EZ Retail Sa.les MoM (Apr) 0.4% Fixed Income & Economic Research, Global
US Change in Nonfarm Payrolls (May) 428k Markets
US Unemployment Rate (May) 3.6% Level 8, Hong Leong Tower
US Average Hourly Earnings YoY (May) 5.5% 6, Jalan Damanlela
US Labor Force Participation Rate (May) 62.2% Bukit Damansara
US S&P Global US Services PMI (May F) 53.5 50490 Kuala Lumpur
US ISM Services Index (May) 57.1 Tel: 603-2081 1221
06/06  HK S&P Global Hong Kong PMI (May) 51.7 Fax: 603-2081 8936
CN Caixin China PMI Services (May) 36.2 HLMarkets@hlbb.hongleong.com.my

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 favourable 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.




