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Weekly Market Highlights

\ Markets

US stock benchmarks saw mixed performances this week. Markets
struggled to find direction as investors weighed surging inflation
outlook, robust economic data and possibility of a sooner-than-
expected Fed’s tightening. The Fed’s plan to wind down its $13.7b
holding of corporate debt, acquired last year during the pandemic
market stress, was interpreted by many as an early sign of future
stimulus withdrawal. The dollar and treasury yields rose side-by-side
this week while gold prices reversed last week’s gains. Oil prices
extended rallies to this week to a two-year high.

Initial jobless claims in the US fell below 400k for the first time since the
start of the pandemic to 385k last week, while the ADP National
Employment Report estimated a 978k gains in private payrolls in May.
All eyes turned to tonight’s NFP job report. Key highlight next week is
the ECB’s meeting while key data include Japan and Eurozone’s final 1Q
GDP estimates, China’s trade report and UK’s monthly nominal GDP.
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\ Fixed Income

MYR: USD/MVYR traded lower over the week, supported by demand for
the local unit and continuous climb in crude oil prices, which
overshadowed gains in the USD. The pair pulled back from a high of
4.1480to a low of 4.1165 as it normalized from the knee-jerk spike after
the announcement of a nationwide lockdown on 28 May after market
close. Positive weekly momentum has softened, supporting our view for
a bearish USD/MYR outlook in the week ahead, likely eyeing a range of
4.10-4.14. The downward momentum may however be limited by
expectation of USD strength and intensifying OPR cut chatters in lieu of
limited fiscal space to soften the blow from the latest round of
lockdown measures.

The US dollar was relatively range-bound over the past sessions, until
Thursday changed the equation. DXY surged to close at 90.51, after
strong initial jobless claims data. ISM stayed on highly expansionary
territory for both manufacturing and non-manufacturing. ADP
employment change also bettered expectations. We are Neutral-to-
Bullish on the USD for the week ahead, with some reversal possible mid-
next week. After non-farm payrolls, focus shifts to May inflation
numbers.
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UST: The week under review saw USTs end slightly weaker under
choppy conditions with overall benchmark yields closing a mere 1-2bps
higher across the curve, amid a series of strong economic data
Meanwhile investors are expected to monitor rising crude oil prices,
strong manufacturing activity and supply chain bottlenecks that may
mount price pressures. Demand for the Fed’s reverse repos climbed for
the first time this week as the facility pays 0% to help temporarily
reduce the quantity of reserve balances in the banking system. Expect
attention to shift to tonight’s all-important release of May jobs report.
MGS/GII: Local govvies saw MGS close mostly stronger w/w save for the
10Y MGS and 20Y GlI, arising from the government’s announcement of
the latest economic stimulus totaling RM40b known as PEMERKASA+,
which was seen to require a smaller-than-expected sum of RM5b in
fiscal injection. Overall benchmark MGS/GlI yields closed mostly lower
with MGS between 2-10bps. The recent reopening of 5Y Gll 3/26 saw
strong demand, mainly from inter-bank participants with BTC ratio @
2.003x despite the large issuance of RM4.5b. The ongoing movement
restrictions are expected to impact economic activity and provide
continued support for safe-haven bonds going forward.
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Macroeconomic Updates

US stock benchmarks saw mixed performances this week. Markets struggled to find
direction as investors weighed surging inflation outlook, robust economic data and
possibility of a sooner-than-expected Fed’s tightening. The Fed’s plan to wind down
its $13.7b holding of corporate debt, acquired last year during the pandemic market
stress, was interpreted by many as an early sign of future stimulus withdrawal.
Meanwhile, the supply chain disruption and raw material shortages problems are
showing no signs of easing, while the pent-up demand resulting from improving
labour conditions further intensifying the concerns over surging prices. The Dow
Jones rose 0.3% w/w as of Thursday, while the S&P 500 (-0.2% w/w) and NASDAQ (-
0.9% w/w) were weighed by the selling of tech stocks. The dollar and treasury yields
rose side-by-side this week while gold prices reversed last week’s gains. Oil prices
extended rallies to this week to a two-year high, after OPEC+ decided to ease
production cut in anticipation for a strong future consumption.

Manufacturing PMls reflect extended growth in the global manufacturing sector and
highlight the issue of surging input prices. The services PMIs indicate stronger services
sector upturns in the US, Eurozone and the UK as vaccination rates picked up
alongside the easing of more social distancing restrictions. In Asia, China’s official
services PMI continued to improve while the Markit’s Caixin gauge eased slightly.
Japan’s recorded even sharper plunge in activity after the government decided to
reimpose the State of Emergency in certain prefectures ahead of the Summer
Olympics.

Initial jobless claims in the US fell below 400k for the first time since the start of the
pandemic to 385k last week, while the ADP National Employment Report estimated
a 978k gains in private payrolls in May. Tonight’s nonfarm payroll report would offer
the market a more definite insight of the job market condition. Consensus estimate
currently stands at 664k. Elsewhere, the Eurozone’s HICP inflation hit 2% for the first
time since Nov-18; the core inflation also accelerated to 0.9% y/y. Japan’s April
household spending was flat m/m in April following two consecutive gains. Australia’s
1Q GDP beat estimate at 1.8% qg/q, driven by household spending.

The Week Ahead...

Dataflow is on the lighter side next week. On Monday, China released its latest trade
data, followed by the Eurozone’s Sentix Investor Confidence Index.

On Tuesday, Japan and Eurozone both published the final estimates of first quarter
GDP. In the first estimate, Japan’s economy is reported to have shrunk by 1.3% q/q
while the Euro area economy contracted 0.6% q/q. Key US data for the day are the
JOLTS job openings and trade report.

On Wednesday, China’s CPl and PPl inflation are in the data docket alongside Japan’s
machine tools orders. Australia’s Westpac Consumer Confidence Index and New
Zealand'’s preliminary business confidence by ANZ are key releases down under.

The ECB Governing Council meets on Thursday, followed by President Lagarde’s press
conference. Market expects the ECB to address inflation concerns and offer some
hints on any plan to taper its asset purchase program. US CPI is the main data
highlight of the day.

On Friday, the UK published a series of its goods trade figure as well as output-related
indicators — the monthly nominal GDP, alongside industrial production, services, and
construction indexes. US data is limited to the University of Michigan Consumer
Sentiment Index.

Stocks wobbled in early June
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Western developed economies saw stronger
services growth compared to their Asian
counterparts
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Foreign Exchange Market

e MYR: USD/MYR traded lower over the week, supported by demand for the local
unit and continuous climb in crude oil prices, which overshadowed gains in the

USD. The pair pulled back from a high of 4.1480 to a low of 4.1165 as it normalized USD vs. G10 Currencies (%
from the knee-jerk spike after the announcement of a nationwide lockdown on WIW)

28 May after market close. Positive weekly momentum has softened, supporting CAD -0.35
our view for a bearish USD/MYR outlook in the week ahead, likely eyeing arange | NOK -0.42

of 4.10-4.14. The downward momentum may however be limited by expectation | jpy .0.44

of USD strength and intensifying OPR cut chatters in lieu of limited fiscal space to

soften the blow from the latest round of lockdown measures. EUR -0.56
DKK -0.67
e USD: The DXY was relatively range-bound over the past sessions, until Thursday | GBP -0.71
changed the equation. DXY surged to close at 90.51, after strong initial jobless CHF 0.73
claims data. ISM stayed on highly expansionary territory for both manufacturing
and non-manufacturing. ADP employment change also bettered expectations. SEK 0.75
We are Neutral-to-Bullish on the USD for the week ahead, with some reversal | AUD -1.15 Stronger

possible mid-next week. After non-farm payrolls, focus shifts to May inflation | NZD  -2.02 vs. USD
numbers. !
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e EUR: EUR/USD saw altitude sickness above the 1.22 big figure, falling sharply on

Thursday as the dollar rebounded. CPI and PPl mostly came in within
expectations. We are Neutral-to-Bearish on EUR/USD for the week ahead.

Momentum is fading amid balanced upward and downward forces. Focus shifts USD vs Asian Currencies (%
to ECB policy decision on 10 June, where markets will likely anticipate any W/W)
changes in rhetoric after recently improved economic trends.
THB e (.40
e GBP: Likewise, GBP/USD failed to consolidate above the 1.4150 mark, and MYR —— ()39
corrected towards the 1.41 big figure after the dollar gained strength. We are
q R . KRW e (.38
Neutral-to-Bearish on GBP/USD for the week ahead. Upside momentum is
coming off as B1617 Covid-19 cases have risen in the UK, and may pose some PHP T—0.35
pound weakness ahead. Focus is on whether the UK opens up further on 21 June. TWD E— (.32
Watch support at 1.4000 and resistance at 1.4237. HKD = 0.03
IDR 1 0.02
e JPY: USD/JPY broke the 110 big figure on Thursday’s session, now at the highest SGD -0.26 Stronger
levels since early-April. Possible policy divergence threatens USD/JPY on the CNY -0.32 vs. USD
upside, and we are Neutral-to-Bullish on USD/JPY. Upside momentum is starting INR -0.45
to kick in. We place resistance at 110.97 and support at 108.90. Week ahead data r f 1
focus is on Eco Watchers survey and PPI. -0.50 0.00 0.50

e AUD: AUD/USD plummeted alongside NZD/USD as the USD staged a resurgence.
Pair was down 1.15% since last Thursday’s close, mostly occurring on 3 June. This
comes as Brent prices climbed above USD 70/barrel, and RBA said it will review
its yield target/quantitative easing in the July meeting. GDP was stronger than
expected, while trade balance improved in April compared to a month ago. We
are Neutral-to-Bearish on AUD/USD for the week ahead. Technical momentum

Source: Bloomberg

Forecasts

Q2-21 Q3-21 Q4-21 Ql-22

is slightly biased on the downside. We look for a 0.7430 support after 0.7600, EEJ(;/USD 8222 82(2)2 8252 9(1)5(1)
while pegging resistance at 0.7750. GBP/USD 1.43 1.44 1.42 1.40
AUD/USD 0.79 0.80 0.78 0.77

e SGD: USD/SGD saw downward movements over the past few sessions wiped out usD/JPY 108.00 107.50 109.00 110.00
on Thursday. USD rebounded from concerns on inflation and Fed possibly USD/MYR 4.13 4.15 4.10 4.10
tapering its asset purchase program, after strong data. This comes despite steady | USD/SGD 132 131 133 133

PMI and domestic Covid-19 conditions over the past week. We are Neutral on

USD/SGD over the coming week. Downside momentum is fading. The pair looks Q2-21 Q3-21 Q421 Q1-22

. EUR/MYR 5.08 5.15 5.00 4.96

mostly anchored within a 1.3220 to 1.3380 range over the past month and may GBP/MYR 501 508 582 574
continue over the coming week. AUD/MYR 3.26 3.32 3.20 3.16
SGD/MYR 3.13 3.17 3.08 3.08

Source: HLBB Global Markets
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Fixed Income

e UST: The week under review saw USTs end slightly weaker under choppy conditions
with overall benchmark yields closing a mere 1-2bps higher across the curve. The Benchmark MGS Yields (%)
benchmark UST 2Y; reflective of interest rate predictions edged 1bps up at 0.16% | 45 1
whilst the much-watched 10Y (which traded within a tight 1.59%-1.62% range);
settled 1bps higher at 1.62%. This came on the back of a series of strong economic
data that included strong manufacturing data, May ADP employment change and a
decline in jobless claims numbers as at 29t May. Meanwhile investors are expected
to monitor rising crude oil prices, strong manufacturing activity and supply chain | 25
bottlenecks that may mount price pressures following last Friday’s release of higher- | 2.0
than-expected data for the Fed’s preferred inflation gauge i.e. core PCE in April. | 15

4.0
35
3.0

3Y MGS
5Y MGS
10Y MGS

Elsewhere, demand for the Fed’s reverse repos climbed for the first time this week 2% T 22 323RKR{ ]S A

as the facility pays 0% to help temporarily reduce the quantity of reserve balances 588 § 588 § 58 & § 5

in th<=j banking system. Expect attention to shift to tonight’s all-important release of Source: Bloomberg

May jobs report.

e MGS/GII: Local govvies saw MGS close mostly stronger w/w save for the 10Y MGS

an.d. 20Y GlI. Investor activity improved on the back of safe-haven bidsj for.bonds MGS Yield Spread (bsps)

arising from the government’s announcement of the latest economic stimulus | 140

totaling RM40b known as PEMERKASA+, which was seen to require a smaller-than- | 15, e— 3/10Y

expected sum of RM5b in fiscal injection. Overall benchmark MGS/GlI yields closed | 140 3/5Y

mostly lower with MGS between 2-10bps.The benchmark 5Y MGS 9/25 yield settled 20

Sbps lower at 2.52% whilst the 10Y MGS 4/31 yield spiked 7bps at 3.27% instead. 60

The average daily secondary market volume jumped 45% @ RM3.71b versus prior 40

week’s RM2.56b. The recent auction exercise involving the reopening of 5Y Gll 3/26 20

saw strong demand, mainly from inter-bank participants with BTC ratio @ 2.003x ol T =

despite the large issuance of RM4.5b. The ongoing movement restrictions are R e B e B R A IR S IR SR IR

expected to impact economic activity and provide continued support for safe-haven S 2 g5 < 29 5¢<s 2§ 5 <
= 0 >SS uno S S una0 s -

bonds going forward.
Source: Bloomberg
e MYR Corporate Bonds/ Sukuk: The week under review saw stronger investor
interest in the secondary market for government-guaranteed/sukuk/corporate
bonds. Activity was seen mainly across the GG-AA part of the curve as yields closed
mostly mixed-to-lower amid a 10% rise in average daily market volume of RM546m | 5 o Benchmark SGS Yield (%)
compared to prior week’s RM495m. Topping the weekly volume was energy-related
bonds SEB 6/26 (AAA) which edged 1bps up at 3.21% compared to previous-done
levels, followed by CIMB 27NC22 (AA) which rallied 6bps instead at 2.89%. Third
largest volume was seen for toll-operator PLUS 1/38 (GG) which also moved 3bps
lower at 4.39%. Higher frequency of bond trades was seen in DANA, TNB, Genting-
related names, DANGA, DANUM, SEB, and several odd-lot trades in Alliance Bank
and YNH Property-related names. Meanwhile the prominent issuances for the week

consisted of The Holstein Milk Company Sdn Bhd’s (AA3) 5Y bonds totaling RM200m 0.0 °;.° é °;.° é é é é ‘g ‘2 ‘2 ‘8 (;\} ‘:
with a coupon of 3.72% and also SABAH Development Bank Bhd’s (AA1) 1-2Y papers Ea o L L oa o L foadbLe
amounting to RM225m with coupons of 4.1% and 4.2% respectively. 2é&ass28&da033234&a5s 3

Source: Bloomberg

e SGS: SGS (govvies) ended marginally positive w/w across the curve with overall
benchmark yields mostly between 0-2bps extending out until 20Y. Both the 2Y and
10Y yields (which traded within a tight 2bps range) closed unchanged at 0.34% and
1.49% each. Meanwhile SGS beat their developed market peers last month by 1.1%,
following a resurgence of COVID-19 infections across the republic which ignited
demand for safe-haven assets. The 15-20Y space gained the most. The SGD dollar
which was partly boosted by last month’s strong PMI data of 54.4 (its 1st first
rebound in 3 months) may take a breather as the republic was forced to reimpose a
full month of lockdown. The pushing back of rate normalization in the US could help
provide further support to SGD bonds going forward. In addition to that, muted price
pressures may be another boon for bonds. Separately Mapletree North Asia
Commercial Trust received more than S$400m of orders for its $$250m perpetual
notes. Meanwhile Fitch Ratings has downgraded Singapore-based hospitality trust
Ascott Real Investment Trust’s Issuer Default Rating to BBB- from BBB on a Stable
outlook.
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Rating Actions

Issuer

Serba Dinamik Holdings
Berhad

Tenaga Nasional Berhad

CIMB Thai Bank Public
Company Limited

CIMB Group Holdings Berhad
CIMB Bank Berhad, CIMB
Islamic Bank Berhad and
CIMB Investment Bank
Berhad

CIMB Group Holdings Berhad

Public Bank Berhad

Public Islamic Bank Berhad

Inverfin Sdn Bhd

PDS Description

RM500.0 million multi-currency Islamic Commercial
Papers Programme

RML1.5 billion Islamic Medium-Term Notes Programme
with a combined limit of RM1.5 billion

RMS5 bil Islamic MTN Programme (2017/2067)
RM10 bil Islamic MTN Programme (2020/2070)
RM2 bil Islamic CP Programme (2021/2028)

Financial institution ratings
RM2 bil Tier-2 Subordinated Debt Programme
(2014/2044)

Corporate credit ratings
Financial institution ratings (FIRs)

RMB6 billion Conventional/lslamic Medium-Term Notes
Programme (2008/2038)

RMB6 billion Commercial Papers Programme
(2015/2022)

RM10 billion Additional Tier-1 Capital Securities
Programme (2016/-)

Financial institution rating
Financial institution rating

RM160 million of its Medium-Term Notes (MTN)
programme

Rating/

Outlook
MARC-1
IS/Negative
A+ IS/Negative

AAA/Stable
AAA/Stable
P1
AA2/Stable/P1
AA3/Stable

AA1/Stable/P1
AAA/Stable/P1

AAl/Stable
P1

Al/Stable

AAA/Stable/P1
AAA/Stable/P1

AAA/Stable

Action

Outlook
changed
from Stable

to
Negative

Reaffirmed

Reaffirmed

Reaffirmed

Reaffirmed

Reaffirmed
Reaffirmed

Affirmed

Source: MARC/RAM
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4 June, 2021
Economic Calendar
Date Time Country Event Period Prior
07/06 10:00 CN Exports YoY May 32.3%
10:00 CN Imports YoY May 43.1%
16:30 EZ Sentix Investor Confidence Jun 21.0
08/06 07:30 P Labor Cash Earnings YoY Apr 0.6%
07:50 JP GDP SA QoQ 1QF -1.3%
09:30 AU NAB Business Confidence May 26.0
15:00 MA Foreign Reserves 31 May $110.6b
17:00 EZ GDP SA QoQ 1QF -0.6%
17:00 EZ ZEW Survey Expectations Jun 84.0
18:00 us NFIB Small Business Optimism May 99.8
20:30 us Trade Balance Apr -$74.4b
22:00 us JOLTS Job Openings Apr 8123k
09/06 08:30 AU Westpac Consumer Conf Index Jun 113.1
09:00 Nz ANZ Business Confidence JunP 1.8
09:30 CN CPI YoY May 0.9%
09:30 CN PPl YoY May 6.8%
14:00 JP Machine Tool Orders YoY May P 120.8%
19:00 us MBA Mortgage Applications 04 Jun -4.0%
10/06 06:45 NZ Card Spending Retail MoM May 4.0%
07:01 UK RICS House Price Balance May 75%
19:45 EZ ECB Deposit Facility Rate 10 June -0.5%
20:30 us CPI YoY May 4.2%
20:30 us Initial Jobless Claims 05 Jun -
11/06 06:30 Nz BusinessNZ Manufacturing PMI May 58.4
07:50 JP BSI Large Manufacturing QoQ 2Q 1.6
12:00 MA Industrial Production YoY Apr 9.3%
14:00 UK Monthly GDP (MoM) Apr 2.1%
14:00 UK Industrial Production MoM Apr 1.8%
14:00 UK Visible Trade Balance GBP/Mn Apr -£11710m
22:00 us U. of Mich. Sentiment Jun P 82.9

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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