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Global Markets Research

Daily Market Highlights

2 June: Risk-on mood after the House passed the FRA

S&P 500 and Nasdaq scaled to 9-months high; UST yields fell as rate hike bets ebbed
US labour data still healthy; manufacturing worsened; construction spending picked up
Eurozone inflation eased; Caixin manufacturing PMI unexpectedly bounced above 50

e Wall Street rebounded on the 1% day of June after the House of KeyMarket Metrics

Representatives passed the Fiscal Responsibility Act (FRA) by a vote of 314- Level did (%)
117. Next up will be the Senate to pass the bill. Both the S&P 500 and Nasdaq  Equities
closed at their highest levels since August 2022, gaining 1.0% and 1.3% d/d  pow Jones 33,061.57 0.47
respectively. The Dow Jones Industrial Average also traded up 0.5% d/d. sgps00 4,221.02 0.99
Beyond the debt ceiling battle, investors are looking ahead to the Federal  \aspaq 13,100.98 1.28
Reserve’s June 13-14 policy meeting as another possible market catalyst, with . <1 455.97  0.78
fresh data showing that the jobs mark(:t remained healthy while the et 7,490.27 0.59
. ¢ .
manufacturing sector contract.ed for the 7™ consecutive month. .In E_ur(?pe, e e 31,148.01 0.84
Stoxx 600 added 0.8% d/d, while FTSE 100 closed up 0.6% d/d. Asian indices 18.216.91 010
. . . . .. . . Hang Seng ,210. -U.

were mixed, with Nikkei 225 gaining 0.8% d/d, while Hang Seng was slightly

Straits Times 3,166.30 0.24
lower by 0.1% d/d.

KLCI 30 1,383.01  -0.30

e The Treasuries market also kicked off June with a rally, with the front end of

the UST curve outperforming in view of diminishing fears of rate hike in the —E%
next FOMC meeting. The yield on the 10Y was down by 5bps to 3.60%, while ~ DollarIndex htera e
the 2Y fell 6bps to 4.34%. The 10Y European bonds yield closed mostly lower, ~EUR/USD 1.0762 0.68
but between -8 to +1bps. GBP/USD 12526  0.68

USD/IPY 138.80 -0.39

e DXY index slumped 0.7% d/d to close at 103.56 after peaking at 104.50 on  Ayp/usD 0.6571 1.05

prospects of the Fed skipping a June rate hike. EUR recovered, gaining 0.7% ;g D/CNH 71044  -0.21
d/d after ECB President Christine Lagarde said further policy tightening was USD/MVYR 46137  0.02
necessary, while GBP continued to appreciate by 0.7% d/d. In Asia, Asian USD/SGD 13478 -0.28

currencies closed generally stronger, with JPY, CNH and SGD appreciating by

0.2-0.4% d/d. MYR was flattish at 4.6137.
Commodities

e Oil jumped more than 2.0% d/d on risk-on sentiment that outweighed rising ~ WT' (5/bbl) 70.10  2.95
stockpile concerns. Investors will next be on alert for the OPEC+ meeting  Brent (S/bbl) 428 223
scheduled this weekend. Prices of gold also climbed 0.7% d/d as rate hike bets ~ Gold ($/0z) 1,978.00  0.72
ebbed. Copper ($$/MT) 8,243.50 1.91

Aluminum($/MT) 2,282.50 1.63
Caixin’s China PMI unexpectedly rose above 50; Malaysia’s PMI deeper in  cpo (RM/tonne) 3,496.50  -2.03
contraction Source: Bloomberg, HLBB Global Markets Research

e The S US Manufacturing PMI was revised 0.1ppts lower to 48.4 in May (Apr:
50.2), marking the fastest deterioration in operating conditions since
February. Although a record improvement in supplier delivery performance
helped manufacturers fulfil back orders and the third monthly gain in
production, overall output growth remained meagre due to further
contraction in new orders.




The HCOB Eurozone Manufacturing PMI was revised upwards by 0.2ppts to
44.8 in May (Apr: 45.8) but remained at a 3-year low. The decline in news
orders suggests that weakness in output may persist for several months while
we note that factory gate prices fell for the first time since September
2020.The downturn was also geographically broad-based.

Although the UK Manufacturing PMI was revised upward by 0.2ppts to 47.1
in May (Apr: 47.8), the index at this level is still a 4-month low as
manufacturers were affected by weak domestic market sentiment, lower new
export order intakes and client destocking.

The headline au Jibun Bank Japan Manufacturing PMI was revised downwards
by 0.2ppts to 50.6 in May (April: 49.5). The reading was in line with the long-
run series average and signalled a decisive turnaround in the manufacturing
sector.

Caixin’s China Manufacturing PMI unexpectedly improved for the first time in
three months to 50.9 in May (Apr: 49.5). Although mild, the index at this level
is above the post-pandemic average as output expanded at the quickest rate
in nearly a year supported by a fresh rise in new orders. Nonetheless, as the
official economic data fell short of expectations, this raised doubts about the
sustainability of the post-Covid recovery.

The Malaysia Manufacturing PMI dipped to 47.8 in May (Apr: 48.8) in April
with weakness noted in a range of indicators. Of note, firms scaled back
employment for the first time in five months.

The Vietnam Manufacturing PMI fell for the third month to 45.3 in May (Apr:
46.7). The contraction is the most marked since September 2021 and with the
steepening decline in new orders, this signalled that the downturn may be
lengthy rather than transitory.

US data showed softer but still healthy labour market; ISM-Manufacturing
worsened slightly; construction spending unexpectedly picked up

The ISM-Manufacturing Index lost more ground than expected to 46.9 in May
(Apr: 47.1). Moving forward, there is clearly more business uncertainty with
new orders contracting at a faster rate, but new export orders improved.
Customers’ inventories remained at the low end of ‘too high’ territory and the
backlog of orders dropped to a level not seen since the Great Recession. The
prices index fell dramatically into ‘decreasing’ territory after one month of
increasing prices. Only 1 of 6 of the major industries reported growth during
the month.

In the construction sector, spending unexpectedly accelerated to +1.2% m/m
in April (March: +0.3% m/m), with pick-ups seen in all segments with the
exception of public residential spending.

The ADP Employment Change report showed private sector employment
topping all estimates and slowed less than expected to +278k in May (Apr:
+291lk). While job growth was strong, pay growth continued to decelerate
and gains in employment were fragmented, with leisure and hospitality,
natural resources, and construction taking the lead. Manufacturing and
finance, on the other hand, lost jobs. Pay also slowed to +6.5% y/y (Apr: 6.7%
y/y) for job stayers, while job changers saw a full ppts decline in pay growth
to +12.1% y/y. This bodes well to contain wage-driven inflationary concerns.
A Challenger, Gray & Christmas report showed that US employers announced
80.1k cuts in May, a 20% m/m increase and +286.7% y/y jump (Apr: +175.9%
y/y). The technology sector announced the most layoffs during the month,
followed by retail and auto. Of note, the tech sector has YTD announced the
most cuts for the sector since 2001 during the tech bubble.
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Separately, jobless claims edged up less than expected by +2k to 232k (May
20: +5k to 230k) for the week ending May 27, while continuing claims jumped
6k to 1795k for the week ended May 20 (May 13: -10k to 1789k).

The final nonfarm labor productivity was revised upwards by 0.6ppts to -2.1%
g/qin 1Q (4Q: +1.6% g/q), combined effect of an upward revision to output
and a downward revision to hours worked. Unit labor costs, meanwhile, were
revised downwards by a whopping 2.1ppts to +4.2% q/q (4Q: -2.2% q/q).

Eurozone’s inflation lower than expected

Euro area’s headline and core inflation for May decelerated sharper than
expected to 6.1% (Apr: +7.0% y/y) and +5.3% y/y (Apr: +5.6% y/y) respectively.
The decline was primarily driven by lower energy bills as well as food inflation.
Services inflation was also milder during the month after Germany introduced
cheap public transportation, but may pick-up towards the summer season in
view of higher tourism activities. Separately, the unemployment rate in the
region matched expectations at 6.5% for the month of April (March: Upwardly
revised to 6.6%).

UK Nationwide house price index, mortgage approvals slipped

According to the Nationwide House Price index, home prices retreated back
into a contraction, albeit less than expected by -0.1% m/m in May (Apr: +0.4%
m/m). On a y/y basis, prices worsened to -3.4% (Apr: -2.7% y/y), with average
prices 4% below their August 2022 peak. Separate data showed that
mortgage approvals unexpectedly fell to 48.7k in April (March: 51.5k) and net
consumer credit holding steady at £1.6bn. Nonetheless, recent data points to
tentative signs of a stabilisation in housing activities, but still elevated
inflation rate and mortgage rates suggests that the market will stay soft in the
near term.

Hong Kong’s retail sales sturdy, double digit and above expectations
Underpinned by continued improvement in consumption sentiment and
visitor arrivals, Hong Kong'’s retail sales decelerated less than expected to
+15.0% y/y in April (March: +40.8% y/y). Even after netting out the effect of
price, sales were stronger than expected at +13.3% y/y (Apr: +39.3% y/y) and
robust for discretionary items such as motor vehicles, cosmetics, clothing and
footwear.

Australia’s capex stronger than expected

Australia’s capital expenditure decelerated less than expected to +2.4% q/q
in 1Q (4Q: +3.0% q/q) with the 3.7% g/q rise in new equipment and machinery
the strongest since 1Q of 2021. Most industries recorded a rise in spending,
but construction fell in line with lower building approvals.

House View and Forecasts

FX This Week 2Q-23 3Q-23 4Q-23 1Q-24
DXY 103-106 100.97 99.96 97.96 96.98
EUR/USD 1.06-1.08 1.10 111 1.12 1.13
GBP/USD 1.22-1.25 1.24 1.25 1.24 1.24
usD/JPY 138-140 131 130 128 128
AUD/USD 0.64-0.66 0.68 0.68 0.69 0.70
USD/MYR 4.54-4.65 4.39 4.35 431 4.28
USD/SGD 1.34-1.37 1.31 1.30 1.27 1.26
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Rates, % Current 2Q-23 3Q-23 4Q-23 1Q-24
Fed 5.00-5.25 5.00-5.25 5.00-5.25 5.00-5.25 5.00-5.25
ECB 3.75 4.00 4.00 4.00 4.00
BOE 4.50 4.75 4.75 4.75 4.75
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
RBA 3.85 3.85 3.85 3.85 3.85
BNM 3.00 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next

Date Events Prior

2-June AU Home Loans Value MoM (Apr) 4.90%
US Change in Nonfarm Payrolls (May) 253k
US Unemployment Rate (May) 3.40%
US Average Hourly Earnings MoM (May) 0.50%
US Average Weekly Hours All Employees (May) 34.4

5-June AU Judo Bank Australia PMI Services (May F) 51.8
JN Jibun Bank Japan PMI Services (May F) 56.3
HK S&P Global Hong Kong PMI (May) 52.4
AU Melbourne Institute Inflation YoY (May) 6.10%
CH Caixin China PMI Services (May) 56.4
Sl Retail Sales YoY (Apr) 4.50%
EC HCOB Eurozone Services PMI (May F) 55.9
EC Sentix Investor Confidence (Jun) -13.1
UK S&P Global/CIPS UK Services PMI (May F) 55.1
EC PPI YoY (Apr) 5.90%
US S&P Global US Services PMI (May F) 55.1
US Factory Orders (Apr) 0.90%
US Durable Goods Orders (Apr F) 1.10%
US ISM Services Index (May) 51.9
US Cap Goods Ship Nondef Ex Air (Apr F) 0.50%

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.




