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US stocks rallied this week as surging inflation and FOMC-related
concerns waned. The S&P 500 saw sixth consecutive record-setting
sessions. Treasury yields fell this week and the USD strengthend
across the board. Gold prices rose just a little amid firmer demand
for safe havens. Crude oils traded higher this week. The latest set of
manufacturing PMI data painted a more robust growth picture of
the West’s manufacturing industries, relative to their counterparts
in Asia, now the epicenter of the pandemic. the US’ initial jobless
claims came fell to a new pandemic low of 364k.

The RBA’s policy decision is expected to take center stage at the
start of the week as it would announce potential changes to its
three-year yield target and the AUD100b asset purchase program.
The ECB will convene for a special strategy meeting and Fed to
release its minutes. BNM is expected to retain its policy rate despite
the newly announced EMCO for parts of Klang Valley.

MYR: USD/MYR rangetraded in the 4.14-4.15 big figures over the
past week, settling only 0.02% w/w lower at 4.1585 as at
yesterday’s close, unperturbed by a strengthening USD amid
renewed haven demand. MYR is expected to remain Neutral-to-
Slightly Bearish, within 4.14-4.17 in the week ahead, with
cautiousness taking center stage ahead of BNM OPR decision on 8
July. We now see a slimmer chance of any OPR move next week
after the announcement of the additional RM150bn aid package to
ease the pain from the latest lockdown measures, but would expect
BNM to shift to a more cautious stance, paving the way for further
policy easing if need be.

USD: The dollar broadly strengthened against other G10 currencies
and some Asian pairs. Since 25 June, DXY has gained by 0.85%. This
has been due to positive market sentiments about the US economy.
ISM stayed hugely expansionary and ADP employment/initial
jobless claims were both market-positive. We are Neutral-to-
Bullish on the USD for the week ahead. After non-farm payrolls,
focus turns to FOMC minutes for 16 June where there was a change
in FOMC forecasts. Covid-19 developments (delta variant) in the US
may also shape market sentiments.

Last Closing WOW% YTD %
Dow Jones Ind. 34,633.53 . 1.28 I 13.16
S&P 500 4,319.94 . 1.25 I 15.01
FTSE 100 7,125.16 I 0.21 I 10.29
Hang Seng 28,827.95 -0.19 | 508
KLCl 1,534.23 -1.38 -5.82
sTI 3,124.19 I ET | ITE
Dollar Index 92.60 . 0.85 I 2.93
WTI il ($/bbl) 75.23 B :s: B 5505
Brent il ($/bbl) 75.84 1 o M s
Gold (S/0z) 1,776.80 v;| 0.07 XY
Source: Bloomberg
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JPY -0.58
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UST: The week saw choppy USTs trades attributed to the month-end
and quarter-end positioning and rebalancing. Overall benchmark
yields were well-supported, closing between 1-2bps lower across
the curve. Looming challenges around the reinstatement of the
federal debt ceiling at end-July mean the mismatch between low
supply of short-term securities and surging demand could get
prominent. Expect bond vyields to range side-ways-to-higher
following the release of the all-important June jobs data tonight.
MGS/GII: Local govvies which were pressured early in the week due
to the RM150b PEMULIH economic package that included a fiscal
injection of RM10b, subsequently recovered; with MGS ranging
sideways whilst Gll were slightly better-bid extending up to 10Y
tenures. The average weekly secondary market volume jumped 27%
@ RM19.7b. Investors will be closely watching the economic impact
of the further tighter lockdown restrictions in the country, especially
Selangor. Expect bonds to witness profit-taking activities next week
as supply concerns and fiscal deficit issues continue to linger.
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Macroeconomic Updates

US stocks rallied this week as surging inflation and FOMC-related concerns waned.
The S&P 500 (+1.3% w/w) saw sixth consecutive record-setting sessions as at
Thursday, supported by positive economic sentiments. The Dow picked up 1.3%
w/w. The tech sector was pushed higher at the start of the week after a federal court
dismissed the FTC’s antitrust filing against Facebook, NASDAQ hit a fresh high on
Tuesday but retreated in mid-week. NASDAQ was 1.1% w/w higher compared to last
Thursday.

Treasury yields fell this week and the USD strengthend across the board. Gold prices
rose just a little (+0.1% w/w) amid firmer demand for safe havens. Crude oils traded
higher this week; Brent crude (+0.1% w/w) recovered from the mid-week selloff to
trade at above $75/barrel on Thursday after OPEC+'s meeting yielded no decision
regarding plans to raise outputs. The UAE had blocked a deal that would allow
members to raise production by 400k bpd on a monthly basis from August to
December. Amid tightening oill market, the US’ WTI rose further (+2.6% w/w) and
considerably narrowed the spread between two benchmarks. WTI settled at
$75.23/barrel on Thursday, roughly at same levels with Brent.

The latest set of manufacturing PMI data painted a more robust growth picture of
the West’s manufacturing industries, relative to their counterparts in Asia, now the
epicenter of the pandemic. The factory gauges for the US, UK and Eurozone all stayed
at above-60 levels, on the back of solid output and production. Meanwhile, China’s
factory activity appeared to have slowed down in China and Japan. Malaysia’s and
Vietnam’s PMls slipped below 50 to indicate contraction amid the current Covid
outbreak. Apart from that, the US’ initial jobless claims came in lower at 364k last
week, marking a new low for the pandemic era that indicates fewer layoffs in the
economy. Claims had finally come down after having stuck at above 400k for two
weeks. The US’s ADP new private payrolls came close to 700k in June, at 692k but
markets are cautious over tonight’s NFP report given ADP’s recently poor track
record as an NFP predictor. Apart from that, home prices rose at a record pace in
April (+14.6% y/y) amid a tight US market, weighing on affordability. The Eurozone’s
inflation eased to 1.9% y/y in June while the UK’s 1Q GDP growth was revised lower
to -1.6% q/q.

The Week Ahead
e The RBA’s policy decision is expected to take center stage at the start of the week as

it would announce potential changes to its three-year yield target and the AUD100b
asset purchase program which is set to end in September. Recall in the minutes that
the potential moves include (1) ceasing the operation entirely after September, (2)
repeating $100b purchase for another six months, (3) scaling back the amount
purchased or (4) spreading the purchases over a longer period. It may also move to
“an approach where the pace of the bond purchases is reviewed more frequently”.
RBA did mention that it would be premature to consider easing the QE program, and
reaffirm its commitment to “highly supportive monetary conditions”. We think that
the RBA won’t completely end QE, and most likely would reduce the amount of
purchases in view of recent development in greater Sydney, where the economy may
be vulnerable to sporadic outbreaks.

Apart from the RBA, the ECB will convene for a special strategy meeting next week
while the Fed is set to publish its latest meeting minutes. Malaysia’s BNM is expected
to maintain the OPR at 1.75% and we see likelihood of a tweak in its forward guidance
to a more cautious tone, following the imposition of EMCO in certain Klang Valley
areas.

Key data releases include the services PMls for the US, UK, Eurozone, Japan and China.
Retail sales for Australia the Eurozone are also out next week. China’s CPl and PPI data
as well as the UK’s monthly nominal GDP growth.

S&P 500 notched six consecutive record high

on 1-July
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Initial jobless claims fell to new pandemic
low after being stuck at above 400k for two
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Foreign Exchange Market

e MYR: USD/MVYR rangetraded in the 4.14-4.15 big figures over the past week,
settling only 0.02% w/w lower at 4.1585 as at yesterday’s close, unperturbed by

a strengthening USD amid renewed haven demand. MYR is expected to remain USD vs. G10 Currencies (%
Neutral-to-Slightly Bearish, within 4.14-4.17 in the week ahead, with WIW)
cautiousness taking center stage ahead of BNM OPR decision on 8 July. We now JPY -0.59

see a slimmer chance of any OPR move next week after the announcement of the | DKK Weaker -0.62

additional RM150bn aid package to ease the pain of individuals and businesses | gyR

. vs. USD -0.69
from the latest lockdown measures, but would expect BNM to shift to a more

cautious stance, paving the way for further policy easing if need be. CHF -0.81
CAD -0.90
e USD: The dollar broadly strengthened against other G10 currencies and some | GBP 1.1
Asian pairs. Since 25 June, DXY has gained by 0.85%. This has been due to positive | Nzp 1.22
market sentiments about the US economy. ISM stayed hugely expansionary and SEK 127

ADP employment/initial jobless claims were both market-positive. We are
Neutral-to-Bullish on the USD for the week ahead. After non-farm payrolls, focus | NOK -1.45

turns to FOMC minutes for 16 June where there was a change in FOMC forecasts. | AUD -1.49
Covid-19 developments (delta variant) in the US may also shape market f T ! T !
e timenTy -2.00 -1.50 -1.00 -0.50 0.00

e EUR: EUR/USD was more resilient than other currency pairs, but faded in the light
of dollar strength. With a last close of 1.1850, pair is relatively depressed since

early June’s above-1.20 levels. Confidence indexes improved while inflation came USD vs Asian Currencies (%

in slightly above expectations. We are Neutral-to-Bearish on the EUR/USD for the W/W)

week ahead, looking at 1.1710 support and 1.2000 resistance. Technicals point

downward. After PPl data, focus shifts to Sentix Investor Confidence and retail TWD Weaker (35

sales. Covid-19 resurgence may potentially dampen on the EUR. KRW vs. USD = (16
CNY 1 0.04

e GBP: GBP/USD fell by more than the G10 average, down by 1.11% w/w to close

1.3767 on Thursday. Pair continues to be hit by prior Bank of England neutrality, MYR 1 0.02
rising Covid-19 cases and dollar strength. We are Neutral-to-Bearish on the HKD -0.03
GBP/USD for the week ahead, with 1.3620 support and 1.3910 resistance. SGD -0.43
Technicals indicate rising downside momentum. The UK will release industrial IDR -0.43
production next week. INR -0.52

THB -0.56

e JPY: USD/JPY continues to find an upside, even as the JPY was considered more PHP .0.76
resilient than other G10 pairs. This was due to some market risk aversion that r T f 1
benefitted the yen. Data was fairly mixed and inconclusive. However, USD/JPY is -1.00 -0.50 0.00 0.50
now looking to hit our estimated resistances of 112 and 112.90. We are Neutral-
to-Bullish on the USD/JPY for the week ahead, with 110.80 support. Technical
momentum is still biased on the upside.

Source: Bloomberg

e AUD: Downside pressures intensified for the AUD, as AUD/USD fell below the Forecasts
0.75 big figure. With a 1.49% w/w loss, AUD was the underperformer among G10
currencies. Trade surplus improved from the previous month, although slightly Q221 Q321 Q421 Q1-22
below expectations. We are Neutral-to-Bearish on the AUD/USD for the week DXY 89.00 88.00 89.50 90.50
ahead, eyeing 0.7400 support and 0.7650 resistance. Technical indicators are EUR/USD 1.23 1.24 1.22 1.21
pointing at more downsides. Focus shifts to the Reserve Bank of Australia’s policy GBP/USD 1.43 1.44 1.42 1.40
decision on 6 July, as well as retail sales data. Any improvements in Covid-19 AUD/USD 0.79 0.80 0.78 0.77
situation or reduced restrictions may help the AUD find some footing. USD/JPY 108.00  107.50  109.00 110.00
USD/MYR 4.13 4.15 4.10 4.10
e SGD: USD/SGD is hitting the 1.35 big figure on Friday’s session, driven by dollar USb/s6D 1.32 131 1.33 1.33
strength over the past week. However, the SGD has been relatively resilient Q221 Q3-21 Q421 Q122
compared to other currencies, as vaccination rates (particularly among the age EUR/MYR 5.08 5.15 5.00 4.96
group of 12 to 39) are rising fast. We are Neutral-to-Bullish on USD/SGD for the GBP/MYR 5.91 5.98 5.82 5.74
week ahead. Upside technical momentum is staying high. We place resistance at AUD/MYR 3.26 3.32 3.20 3.16
1.3600 and support at 1.3420. Data to watch are PMI and retail sales figures. SGD/MYR 3.13 3.17 3.08 3.08

Finance Minister Lawrence Wong is also due to speak and update of Budget | Source: HLBB Global Markets
measures to support underperforming sectors on 5 July.
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Fixed Income

e UST: The week under review saw the choppy USTs trades attributed to the month-end

Benchmark MGS Yields (%)

and quarter-end positioning and index-rebalancing. Overall benchmark yields were
well-supported, closing between 1-2bps lower across the curve. The benchmark UST
2Y; reflective of interest rate predictions eased 2bps at 0.25% whilst the much-
watched 10Y (which traded within a slightly higher 1.46%-1.52% range); edged 1bps
lower at 1.48%. Looming challenges around the reinstatement of the federal debt
ceiling at end-July mean the mismatch between low supply of short-term securities
and surging demand could get prominent. Meanwhile, usage at the Fed’s Reverse

4.5

4.0 —‘
35
3.0
2.5
2.0

3Y.MGS
— 5Y MGS
10Y MGS

Repo facility which pays an overnight rate of 0.05%, surged yet again to a new high 15 % 0 N o o o 6 6 6 6 u oa o
amid cash glut. Meanwhile, the US Treasury is facing growing pressure to cut its bill :3' ; g g :,' g E ‘; ; Z % g ;
supply to meet a debt ceiling which is expected to be reimposed by end of this month. Te s s e s T o s
Expect bond yields to range side-ways-to-higher following the release of the all- | Source: Bloomberg
important June jobs data tonight.

e MGS/GII: Local govvies which were pressured early in the week due to recent
announcement of the RM150b PEMULIH economic package that included a fiscal MGS Yield Spread (bsps)
injection of RM10b, subsequently recovered; with MGS ranging sideways whilst GlI 140 — 3/10Y
were slightly better-bid extending up to 10Y tenures. Bond levels were seen influenced 120 3/5v
by lower IRS levels. Overall benchmark yields closed mostly mixed-to-lower between 100
0-7bps save for the adjustment of skewed levels seen earlier for the 20Y MGS. The 80
benchmark 5Y MGS 9/25 yield closed within 1bps from prior week’s close at 2.54% 60
whilst the 10Y MGS 4/31 yield however edged 2bps lower at 3.27% instead. The 40
average weekly secondary market volume jumped 27% @ RM19.7b versus prior 20
week’s RM15.5b. The 20Y MGS 5/40 auction saw solid bidding metrics, notching a BTC O —————7 77 T T
ratio of 2.651x and awarded at 4.254%. Investors will be closely watching the ﬁ 2 3 2 2 2 2 8 8 8 : :‘ :
economic impact of the further tighter lockdown restrictions in the country, especially 3 8 E E‘ 3 8 § E‘ 3 8 § ;E;L 3

Selangor. Expect bonds to witness profit-taking activities next week as supply concerns
and fiscal deficit issues continue to linger following the recently announced PEMULIH
economic stimulus package.

MYR Corporate Bonds/ Sukuk: The week under review saw subdued investor activity
in the secondary market for govt-guaranteed/sukuk/corporate bonds. Activity was
seen mostly across the GG-AA part of the curve as yields closed mostly mixed amid a
halving of average weekly market volume of RM2.35b compared to prior week’s
RM4.72b. Topping the weekly volume were PTPTN 7/26 (GG) which edged 1bps up
compared to previous-done levels at 3.01%, followed by DANAINFRA 5/24 (GG) bonds,
which declined 6bps at 2.41%. Third largest volume was seen for LPPSA 10/25 tranche
which rallied 9bps to 2.76%. Higher frequency of bond trades was seen in DANA,
CAGAMAS, PASB, Genting-related names, SEB and several odd-lot trades in property-

T T T T T T T T T T T 1
based Tropicana and YNH Property-related names. Meanwhile the prominent A UV VL P A
q q a A s B c =5 B j = B c =
issuances for the week consisted of 7-Eleven Malaysia Holdings Berhad’s AA3-rated 3- 2562223882388 g3

7Y bonds totaling RM500m with coupons ranging between 4.00-4.73% and CAGAMAS
Bhd’s AAA-rated 2Y papers amounting to RM1.5b with coupons between 2.41-48%
area.

SGS: SGS (govvies) were little changed w/w, with the curve barely shifting lower as
overall benchmark yields closed between -1 to +1bps. The 2Y yield settled at 0.41%
whilst the 10Y (which traded tight within 1.53-1.55% range) ended at 1.57%. The
recent auction of the record S$3.2b 10Y auction by MAS on the 28th of June saw strong
BTC ratio of 2.22x and awarded at a yield of 1.63%. MAS is projecting that Singapore’s
GDP growth could exceed the upper-end of 4-6% range that was forecasted by
Ministry of Trade and Industry earlier. Separately, the SGD saw some consolidation
following recent strength. Elsewhere the republic is poised to announce further easing
of COVID-19 restrictions in mid-July whilst planning to allow the return of leisure travel
by year-end. Elsewhere, OXLEY Holdings unit Oxley MTN has successfully priced its 3Y
papers at 6.9% which falls under the company’s $1.0b guaranteed euro medium-term
bond program.

Source: Bloomberg

3.0 Benchmark SGS Yield (%)

0.0

Source: Bloomberg
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Rating Actions

Issuer PDS Description

TRIplc Medical Sdn Bhd RM639 mil Senior Sukuk Murabahah (the Senior Sukuk From Revised
AA1/Negative to

AA1l/Stable

Source: MARC/RAM

Economic Calendar

Country Period
05/07  08:30 SG Markit Singapore PMI Jun 54.4
08:30 JP Jibun Bank Japan PMI Services JunF 47.2
09:30 AU Retail Sales MoM May F 0.1%
09:45 CN Caixin China PMI Services Jun 55.1
13:00 SG Retail Sales YoY May 54.00%
16:00 EZ Markit Eurozone Services PMI Jun F 58.0
16:30 EZ Sentix Investor Confidence Jul 28.1
16:30 UK Markit/CIPS UK Services PMI JunF 61.7
06/07  07:30 JP Labor Cash Earnings YoY May 1.4%
07:30 JP Household Spending YoY May 13.0%
08:30 HK Markit Hong Kong PMI Jun 52.5
12:30 AU RBA Cash Rate Target 06 Jul 0.1%
17:00 EZ Retail Sales MoM May -3.1%
17:00 EZ ZEW Survey Expectations Jul 81.3
21:45 us Markit US Services PMI JunF 64.8
22:00 us ISM Services Index Jun 64.0
07/07 13:00 JP Leading Index ClI May P 103.8
15:00 MA Foreign Reserves 30 Jun $111.0b
19:00 us MBA Mortgage Applications 02 Jul -6.9%
22:00 us JOLTS Job Openings May 9286k
08/07 02:00 us FOMC Meeting Minutes 16 Jun --
07:01 UK RICS House Price Balance Jun 83.0%
15:00 MA BNM Overnight Policy Rate 08 Jul 1.75%
20:30 us Initial Jobless Claims 03 Jul -
09/07 09:30 CN CPI YoY Jun 1.3%
09:30 CN PPl YoY Jun 9.0%
14:00 UK Monthly GDP (MoM) May 2.3%
14:00 UK Industrial Production MoM May -1.3%
14:00 UK Visible Trade Balance GBP/Mn May -£10958m
18:00 UK BOE's Bailey speaks on panel with ECB's Lagarde

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 favorable 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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