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1 July: Lower close for US equities, bonds and the USD

No surprises from US core PCE prices; personal income and spending remained sturdy
GBP strengthened ahead of UK election; upward revision in UK’s 1Q GDP due to consumers spending
China’s manufacturing PMI still contractionary; slower growth in services

e  Wall Street ended the last trading day of June on a less than bullish note, as Key Market Metrics

both the equity and bond markets, as well as DXY all closed in red. In the Level d/d (%)
equity markets, the 3 major indices lost 0.1-0.7% d/d, although the tech-laden  Equities
Nasdaq remained traded near its all-time high. Much of the weaknesses were  pow Jones 39,118.86 -0.12
in the communication services and consumer discretionary stocks, the latter  ¢gp 500 5460.48  -0.41
after Nike shares tumbled 20.0% d/d after reporting an unexpected sales NASDAQ 17,732.60 0.71
decline and issued a gloomy outlook. The S&P 500 traded higher following the ¢, & 50 51142  -023
release of PCE-price inflation, but subsequently lost its lustre throughout the e 8,164.12 049
dav. Nikkei 225 39,583.08 0.61
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Similarly, Stoxx Eur 600 also closed 0.2% d/d lower, with French stocks S1 300 3,461.66 0.22
underperforming again ahead of its elections, while sentiment towards R o
consumer stocks was knocked by negative news from Nike, as well as L’Oreal. Hang Seng T i
. . . . . Straits Times 3,332.80 -0.32
Asian markets mostly climbed after the string of positive economic data from
Japan. KLCI 30 1,590.09 0.32
The long-end UST underperformed in a bear steepener, sending yields up 4bps
to 4.75% for the 2Y, and the 10Y vyields gaining 11bps to 4.40%. With the EX
exception of the Swedish sovereign bonds, 10Y European bond yields were Dollarindex 105.87 -0.04
higher 1-5bps. EUR/USD 1.0713 0.08
DXY traded within 105.75-106.13 before settling in the middle at 105.87, just GBP/USD 1.2645 0.0
below the flatline. The Dollar weakened against all its G10 peers save the CHF,  usD/ipY 160.88 0.07
NOK and JPY, the latter weakening to a fresh 38Y low of 161.26 before closing  aup/usp 0.6670 0.35
at 160.88 (-0.1% d/d). EUR and GBP traded in tight ranges and closed just 0.1% ¢ D/CNH 7.2993 -0.06
d/d stronger ahead of their general elections. Similarly, the greenback USD/MYR 47175  0.00
weakened against all the regional currencies save for the MYR, which closed USD/SGD 1.3860 048
flat at 4.7175.
Crude oil prices closed little change (-0.2 to 0% d/d) and remained stuck in a .
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narrow range amidst increasing US supplies, while the rising conflict in the
i ; WTI (S/bbl) 81.54 -0.24
Middle East put a floor to prices.
Brent (S/bbl) 86.41 0.02
No surprises from US PCE inflation; disinflation will face headwinds from G°!d ($/02) 2,339.60 0.13
sticky services spending and stronger wage growth Copper ($5/MT) R
e May’s soft inflation and still sturdy spending data will be a welcome news for ~ Aluminum($/MT) 2,524.50 1.28
the Fed. While we expect some additional improvements on the inflation front, = CPO (RM/tonne) 3,947.50 -0.10

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 27 June

the pace may likely be slow as sticky core-services spending and higher wage
growth create tailwinds for inflation in 2H. There is also no change in our
expectations that the Fed will most likely deliver one cut in policy rates by the
end of 2024.

e Matching expectations, both headline and core PCE inflation eased to its
lowest this year to 2.6% y/y in May (Apr: 2.7% y/y and 2.8% y/y), largely due to
decline in gasoline prices and from the drag in durable goods prices.
Accompanying data also showed that personal income and spending growth




accelerated to +0.5% m/m and +0.2% m/m for the month (Apr: +0.3% m/m
and +0.1% m/m), with the former driven by a strong 0.7% m/m growth in
salaries and wages (Apr: +0.2% m/m), and the latter due to services spending
in health care, housing and air transportation.

Consumer sentiment also largely held steady. The University of Michigan
Sentiment index was revised upwards 2.6ppts to 68.2 in June, a slight
moderation from May’s 69.1 but was about 36% above the trough seen in June
2022. While consumers are confident that inflation will continue to moderate,
many are worried about the effect of high prices and weakening incomes on
their personal finances. Year-ahead inflation expectations fell to 3.0% (May:
3.3%), while long-run inflation expectations remained stable at 3.0% for the
third consecutive month.

Regional performances were also positive. Services growth moderated slightly
in Kansas City for the month of June (2 vs 11), while expectations for the next
six months grew at a steady pace. The m/m indices were mixed, with declines
recorded for the transportation and healthcare sectors. On the other hand, the
Chicago Business Barometer jumped more than expected by 47.4 in June (May:
35.4), its first monthly gain in 7 months and its highest reading since November
2023.

1Y ECB’s inflation expectations moderated to is lowest since 2021

Matching expectations, May’s median expectations for inflation over the next
12 months edged down to its lowest since September 2021 at 2.8% (Apr:
2.9%), while median expectations for 3 years ahead eased to 2.3%
unexpectedly (Apr: 2.4%). These reinforced hopes that the disinflation trend
will persist, and allowing the central bank to lower its policy rates further in 2H.

Upward revision in UK’s 1Q GDP due to consumers

The UK economy grew at a faster pace than initially estimated in 1Q (+0.7% q/q
vs -0.3% qg/q), following two consecutive quarters of negative growth. On the
demand side, the upward revision reflects faster consumer spending (+0.2ppts
to +0.4% q/q vs -0.1% q/q), driven by recreation and culture, housing as well as
food and non-alcoholic drink, while on the supply side, services output
increased for the first time since 1Q of 2023 at +0.8% q/q (4Q: -0.1% q/q),
largely in line with the stronger consumer spending recorded during the
quarter and with 10 out of 14 subsectors recording growths. This data will be a
boost to Prime Minister Rishi Sunak’s argument that the economy has turned
the corner just before the election this week, but may also make BOE more
concerned about lingering inflationary pressure and potentially delaying its
first rate cut later this year.

Slower lending growth in Australia

Two negative prints from Australia. Private sector credit unexpectedly slowed
to +0.4% m/m in May, easing from 0.5% m/m in April, a sign that households
may be restraining their discretionary expenditure as the elevated inflation and
interest rates weigh on real incomes. Housing and business credit eased to
0.4% m/m each (Apr: +0.5% m/m and +0.6% m/m), while personal credit fell
0.1% m/m (Apr: +0.2% m/m). Meanwhile, the final Judo Bank Manufacturing
PMI was revised downwards 0.3ppts to 47.2 in June (May: 49.7). While this is
the lowest reading in 3 months, the index has largely fluctuated between 45
and 50 since October 2023, indicating a sustained but not worsening
contraction amidst ongoing cost-of-living pressures.
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Japan’s business sentiment rose for the first time in 6 months

Business sentiment amongst large manufacturers improved modestly for the
first time in 6 months, with the Tankan Large Manufacturing index
unexpectedly rising to 13 in 2Q from 11 the previous quarter. The latest data
reflected resilience in the sector and included a strong capital investment
projected for FY 2024 at +18.4% y/y (FY23: +11.1%).

Steady but contractionary China’s manufacturing PMI; services and
construction sector weakened

Matching expectations, the official manufacturing PMI was unchanged at 49.5
in June, while the non-manufacturing PMI unexpectedly fell to 50.5 (May:
51.1). The former marks the second month of contraction, while the retreat for
non-manufacturing was due to both construction (52.3 vs 54.4) and services
activities (50.2 vs 50.5). As it is, June’s PMIs showed that the economic
recovery continues to struggle, as weak confidence continued to hurt demand.
Despite the steady headline reading on manufacturing, details also showed
that both supply and forward-looking demand side indicators remained soft.
We are also concerned over the sharp slowdown in the construction,
suggesting that government-backed infrastructure spending, a key support to
the recovery, continues to lose steam.

Vietnam’s 2Q GDP grew a strong 6.9% y/y driven by trade and FDI

Vietnam's economy grew 6.9% y/y in 2Q, it’s quickest since 3Q of 2022, faster
than all estimates and an uptick from 1Q’s +5.7% y/y. This brings 1H growth to
6.4% y/y, with the economy largely buoyed by robust exports and foreign
direct investment. Rising inflation, nonetheless, remains a challenge. CPI for
June was elevated at 4.3% y/y (May: 4.4% y/y) and neared the government's
inflation target ceiling of 4.5% for the year, partially due to temporary factors
like higher pork prices due to the African swine fever outbreaks but also driven
by higher medical costs, imported inflation and the government’s decision to
raise base salaries for state employees and pensions for retirees. As such,
amidst stronger growth and inflationary pressures, we believe that there’s
more than an even chance that the central bank will most likely keep policy
rates unchanged for the whole of 2024.

House View and Forecasts

FX This Week 2Q-24 3Q-24 4Q-24 1Q-25
DXY 104-107 105.43 105.56 103.45 101.38
EUR/USD 1.05-1.09 1.06 1.05 1.06 1.06
GBP/USD 1.25-1.28 1.24 1.22 1.23 1.24
usD/JpY 157-163 152 149 146 143
AUD/USD 0.65-0.68 0.65 0.65 0.65 0.66
USD/MYR 4.69-4.74 4.73 4.68 4.64 4.57
USD/SGD 1.34-1.37 1.35 1.35 1.34 1.33
Rates, % Current 2Q-24 3Q-24 4Q-24 1Q-25
Fed 5.25-5.50 5.25-5.50 5.25-5.50 5.00-5.25 4.50-4.75
ECB 4.25 4.25 3.75 3.50 3.50
BOE 5.25 5.25 4.75 4.50 4.50
BOJ 0-0.10 0-0.10 0-0.10 0-0.10 0-0.10
RBA 4.35 4.35 4.35 4.10 4.10
BNM 3.00 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research
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Up Next

Date Events Prior

1-July JN Jibun Bank Japan PMI Mfg (Jun F) 50.1
MA S&P Global Malaysia PMI Mfg (Jun) 50.2
VN S&P Global Vietnam PMI Mfg (Jun) 50.3
AU Melbourne Institute Inflation YoY (Jun) 3.10%
AU Retail Sales MoM (May) 0.10%
CH Caixin China PMI Mfg (Jun) 51.7
UK Nationwide House Px NSA YoY (Jun) 1.30%
EC HCOB Eurozone Manufacturing PMI (Jun F) 45.6
UK Mortgage Approvals (May) 61.1k
UK S&P Global UK Manufacturing PMI (Jun F) 51.4
US S&P Global US Manufacturing PMI (Jun F) 51.7
US ISM Manufacturing (Jun) 48.7

2-July AU RBA Minutes of June Policy Meeting
HK Retail Sales Value YoY (May) -14.70%
EC CPI Core YoY (Jun P) 2.90%
EC Unemployment Rate (May) 6.40%
S| Purchasing Managers Index (Jun) 50.6
US JOLTS Job Openings (May) 8059k

Source: Bloomberg

)3 HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global
Markets

Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

HLMarkets@hlbb.hongleong.com.my



mailto:HLMarkets@hlbb.hongleong.com.my

$ HonglLeong Bank

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.




