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Global Markets Research

Daily Market Highlights

06-July: Bonds and USD rose on haven bids

Global yields plunged as recession fear heightened
US dollar appreciated against major currencies; EUR briefly hit 1.02 handle
Oil roiled as demand concerns overtaken by tight supply

e The US major stock benchmarks closed on a mixed note on Tuesday after a  Key Market Metrics
long weekend. The Dow Jones fell 0.4% while the S&P 500 rose modestly by

0.2%; tech-focus NASDAQ rallied by 1.8%. Safe havens were well bid resulting Lovel did (%)
in lower treasury yields across the curve. The benchmark 10Y UST yield slipped ~ Eauities
7bps to 2.81%. Dow Jones 30,967.82 -0.42
S&P 500 3,831.39 0.16
e Equities suffered a sharp reversal in Europe as soaring European natural gas  nasDAQ 11,322.24 1.75
prices (driven by Norway’s oil strike) and inflation stocked recession fear. The ¢, . Eur 600 400.68  -2.11
pan-European STOXX Europe 600 plunged 2.1%, led by losses in the energy ETSEd00 702547 -2.86
sector. Germany’s 10Y bund yield plummeted 15bps to 1.23% as the curve bull N 26,423.47 -
steepened.
Hang Seng 21,853.07 0.10
e The UK FTSE 100 closed 2.9% lower following the resignation of the Johnson  Straits Times sl S
government’s two senior ministers; one of them being the finance minister ~ KLCI 30 1,44081  0.23
Rishi Sunak. UK 10Y gilt ticked down 14bps to 2.05%.
EX
¢ In the currency market, the dollar reigned supreme as investors fled to safe  pgliarindex 106.54 1.33
havens. The dollar index rallied by a whopping 1.3% to 106.54, its strongest EUR/USD 1.0266 1.50
level since 2002. The Norwegian krone was the worst performing currency by GBP/USD 11947 441
recording a 2.1% daily loss. The EUR shed 1.5% to its lowest level since 2002 TR o 0
and briefly touched the 1.02 handle.
AUD/USD 0.6802 -0.92
e The GBP depreciated 1.4%, losing the 1.20 key support as the Bank of England USD/CNH sl D
said that the global economic outlook has deteriorated materially in its newly =~ USD/MYR 44193 013
published financial stability report and said that they will evaluate the chances  USD/SGD 1.4059 0.75

of a deep recession.

Commodities
e The AUD also succumbed to the dollar strength, edging lower by 0.9% even ;3 ($/bbl) 99.50  -8.24

though the RBA hiked the benchmark cash rate by 50bps on Tuesday and

. Brent ($/bbl) 102,77  -9.45
signalled more to come.

Gold ($/0z) 1,763.90 -2.09

e In the Asian basket, SGD was the worst performing currency (-0.75%), COPPer ($5/MT) 7,670.00  -4.20

followed by INR and THB as both recorded 0.5% decline. The MYR weakened ~ Aluminum ($/MT 2,392.00  -2.92

modestly (-0.1%) for the second consecutive session to 4.4195. The local unit  CPO (RM/tonne) 4,698.00 -2.90

remained relatively resilient compared to other Asian currencies as traders  Source: Bloomberg, HLBB Global Markets Research
tread cautiously ahead of today’s BNM OPR decision.

e Our house view calls for a further 25bp increase in the OPR but we are not
discounting the possibility of a bigger 50bp hike, which if materializes, could




infuse some fresh leads for the MYR. We are still neutral to slightly bullish on
USD/MYR in the range of 4.39-4.42 for now.

Oil was roiled by recession fear as WTI closed below $100 for the first time
since 10 May. The US benchmark lost $8.9 or 8.2% to $99.50/barrel while
Brent crude fell 9.5% to $102.77. Fear of slowing demand overtook that of a
tight supply. The workers’ strike in Norway over wages issue has ended and
industrial action was avoided at gas fields.

US factory orders surged in May:

The headline US factory orders rose 1.6% m/m in May, besting the estimates
of 0.5% growth. April’s orders were also revised higher to reflect a larger 0.7%
m/m increase (vs initial estimate of 0.3%). Orders placed for durable goods
(goods that last for three years and above) rose 0.8% m/m (Apr: +0.4%) while
the core capital orders picked up 0.6% m/m (Apr: +0.3%), implying solid
business capex despite elevated inflation and growing economic concerns.

Services sector continued to expand in the Eurozone. UK and Japan:

Final readings showed that the S&P Global Eurozone Services PMI fell to 53.0
in June (May: 56.1); the slowdown reflects a weaker uplift in new business.

A similar gauge for the UK rose to 54.3 in June (May: 53.4), indicating solid
increase in activity although demand conditions appeared to be weakening.
The Jibun Bank Japan Services PMI rose to 54.0 in June (May: 52.6), indicating
a solid rise in activity following the easing of domestic pandemic restrictions
in Japan.

The Caixin China Services PMI rebounded sharply to 54.5 in June (May: 41.4)
to signal a renewed rise in services sector activity following the government’s
move to loosen Covid-19 containment measures.

Singapore’s retail sales rose in May:

Singapore’s retail sales rose 1.8% m/m in May, extending from the 1.1%
growth in April. This translates to a 17.8% y/y growth compared to a year ago
(Apr: +12.1%); the strong showing was driven by robust sales across the board,
from wearing apparels & footwear to food & alcohol. The nearly 46% increase
in petrol was driven by higher oil prices versus a year ago.

The S&P Global Singapore PMI ticked lower to 57.5 in June, down from 59.4 in
May. The latest reading signalled continuous expansion in Singapore’s private
sector activity, supported by strong demand and output growth.

Australia’s RBA hiked rate by 50bps:

The RBA hiked the cash rate by 50bps from 0.85% to 1.35%, marking its third
back-to-back hike since May. The decision was in line with the consensus
forecasts. RBA maintained the same forward guidance that it will “take further
steps in the process of normalising monetary conditions in Australia over the
months ahead”. “The size and timing of future interest rate increases will be
guided by the incoming data and the Board’s assessment of the outlook for
inflation and the labour market.”.

It reiterated the fact that Australia’s inflation is high but not as high as other
countries. It said that inflation is expected to peak later this year and then
decline back to the 2-3% range next year, different from its June statement of
expecting inflation to “increase further”. It maintained that Australia’s
economy is resilient but one source of uncertainty about the economic
outlook is the behaviour of household spending. It continues to flag risk
regarding the war in Ukraine, Covid uncertainties in China and tightening
financial conditions.
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House View and Forecasts

FX This Week 3Q-22 4Q-22 1Q-23

DXY 103-106 108.00 105.00 103.00

EUR/USD 1.02-1.05 1.00 1.01 1.03

GBP/USD 1.19-1.22 1.20 1.22 1.24

AUD/USD 0.67-0.70 0.68 0.69 0.70

usD/JPY 135-137 135.00 133.00 132.00

USD/MYR 4.39-4.42 4.40 4.38 4.35

USD/SGD 1.39-1.41 1.40 1.38 1.37

Rates, % Current 3Q-22 4Q-22 1Q-23

Fed 1.50-1.75 2.50-2.75 3.00-3.25 3.00-3.25

ECB -0.50 0.00 0.50 0.50

BOE 1.25 2.00 2.00 2.00

RBA 1.35 1.60 1.85 1.85

BOJ -0.10 -0.10 -0.10 -0.10

BNM 2.00 2.50 2.75 2.75

Up Next

Date Events Prior

06/07  HK S&P Global Hong Kong PMI (Jun) 54.9
MA BNM Overnight Policy Rate (06 Jul) 2.00%
EZ Retail Sales MoM (May) -1.3%
US MBA Mortgage Applications (01 Jul) 0.7%
US S&P Global US Services PMI (Jun F) 51.6
US ISM Services Index (Jun) 55.9
US JOLTS Job Openings (May) 11400k

07/07  US FOMC Meeting Minutes (15 Jun) --
AU Exports MoM (May) 1%
MA Foreign Reserves (11110) $109.2b
US ADP Employment Change (Jun) 128k
US Trade Balance (May) -$87.1b

US Initial Jobless Claims (02 Jul)

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.




