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10 July: Powell said the Fed is dealing with “two-sided risks”

Powell signalled growing worries on labour market; cautioning risks of cutting too late and too early
Financial stocks led gains in the US stock markets; UST closed mixed; DXY inched up
All eyes on Powell’s testimony to the House Financial Services Committee and China price prints today

e The S&P 500 and Nasdaq closed the day 0.1-0.2% higher and closed at or Key Market Metrics

near fresh records again, after Fed Chair Jerome Powell highlighted that the Level did (%)
Fed is fully aware of “two-sided risks” and continued to refrain from offering  Equities

a clear guidance on the timing of the first rate cut. In his testimony to the pow Jones 39,291.97 -0.13
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while “easing too soon, too much could harm inflation progress”. Markets Stoxx Eilr 600 511.76 -0.90
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e Trading in equity indices elsewhere were mixed. While French stocks led Dollarindex 105.13 0.12
declines in Europe weighed down by uncertainty over France’s political gyr/usp 1.0813 -0.10
gridlock, Asian markets were mostly higher and are expected to open in GBP/USD 1.2786 0.16
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e In the bond market, US Treasury yields rose following Powell’s remarks but AUD/USD 0.6741 0.06
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e The Dollar, meanwhile, posted modest gains of 0-0.3% d/d against most of
its G10 peers after Powell’s testimony, sending DXY closing the day 0.1% d/d
higher at 105.13. JPY led the laggards amongst G10, after Japan’s biggest —Commodities

banks called for the BOJ to make cuts in its monthly bond purchases during ~ WT! ($/bbl) 81.41 112
hearings of market participants at the central bank. Regional currencies, Brent ($/bbl) 84.66  -1.27
meanwhile, closed mixed against the Dollar by +/-0.3% d/d. While CNH and  Gold ($/0z) 2,367.90 0.19
SGD closed 0-0.1% d/d weaker against the greenback, MYR eked out cupper ($3/MT) 9,869.00 -0.46
marginal gains above the flatline at 4.7070. Aluminum($/MT) 2,496.50  -1.38

e In the commodities market, oil prices fell 1.1-1.3% d/d after Powell’s CPO (RM/tonne) 411050  -0.46
testimony and after the oil hub of Houston made it through the worst of 55 25100 berg, HIBB Global Markets Research
storm Beryl. * Dated as of 5 July for CPO

Powell flagged two-sided risks and avoided commitment on rate cut timing
e Highlights of Powell’s testimony to the Senate Banking Committee include:
1) On top of cutting too soon and too much that could harm disinflation
progress, Powell highlighted risks to economic activity and employment if
reducing policy restraint too late or too little. 2) Powell stressed the need for




more good data to strengthen their confidence that inflation is moving
sustainably toward 2%, adding that the most recent inflation readings have
shown some modest further progress. 3) The restrictive monetary policy
stance is helping to bring demand and supply conditions into better balance
and to put downward pressure on inflation. 4) The labour market is strong,
but not overheated. 5) The economy continues to expand at a solid pace.
Private domestic demand remains robust, however, with slower but still-
solid increases in consumer spending.

Small business owners remained pessimistic in June, despite the NFIB Small
Business Optimism Index unexpectedly increasing and reaching the highest
reading of the year at 91.5 (May: 90.5). This is still below the historical
average of 98, as business owners reporting inflation as their single most
important problem in operating their business.

Australia’s business confidence jumped but pessimism amongst consumers
deepened

Mixed reading on Australia’s front, with households’ worry over persistent
inflation and further interest rate hikes continued to weigh on consumer
confidence while business confidence surged to its highest level since early
2023. The latter jumped 6 points to 4 in June, but business conditions eased
2 points to 4, below its long-term average. The Westpac Consumer
Confidence index also fell 1.1% m/m to 82.7 in July (June: +1.7% m/m), as
pessimists outweigh optimists.

The divergence between the sentiment suggests the corporate Australia is
coping better, though the details for NAB’s survey point to softness ahead
with forward orders flat, capex falling and the employment index below its
long-term average, reaffirming our expectations that the RBA will most likely
maintain status quo for the rest of 2024.

Japan’s PPl accelerated as expected

Matching expectations, producer price inflation accelerated to 2.9% y/y in
June from an upward revised 2.6% y/y the prior month. Prices on a m/m
basis, were however, more moderate at 0.2% m/m (May: 0.4% m/m) with
prices broadly softer across all the products, but a weak JPY which largely
keep prices still elevated. As it is, both PPI for goods and services have risen
in recent months and made steady progress toward achieving the price
stability target and as such, we expect BOJ to deliver another rate hike by the
end of the year.

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 1.06-1.09 1.06 1.05 1.06 1.06
GBP/USD 1.25-1.29 1.24 1.22 1.23 1.24
uUsD/JPY 159-163 152 149 146 143
AUD/USD 0.66-0.69 0.65 0.65 0.65 0.66
USD/MYR 4.69-4.73 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
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Up Next
Date Events Prior
Hong Leong Bank Berhad

10-ul CH PPI YoV (Jun) -1.40% g Leong
CH CPI YoY (Jun) 0.30% Fixed Income & Economic Research, Global
US MBA Mortgage Applications -2.60% Markets

11-Jul AU CBA Household Spending MoM (Jun) 1.10% Level 8, Hong Leong Tower
JN Core Machine Orders MoM (May) -2.90% 6, Ja'?” Damanlela
AU Consumer Inflation Expectation (Jul) 4.40% Bukit Damansara
UK Monthly GDP (MoM) (May) 0.00% 50490 Kuala Lumpur
MA BNM Overnight Policy Rate 3.00% Tel: 603-2081 1221
US CPI Ex Food and Energy YoY (Jun) 3.40% Fax: 603-2081 8936
US Real Avg Weekly Earnings YoY (Jun) 0.50% HLMarkets@hlbb.hongleong.com.my
US Initial Jobless Claims 238k

11-18 July CH EDI YTD YoY CNY (Jun) -28.20%

Source: Bloomberg

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.
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