9 July, 2021 % Hong I.eong Bank

Global Markets Research

Weekly Market Highlights

‘ Markets

e US equities struggled to find directions this week while treasuries

Last Closing WOW% YTD % i X o i .
yields fell as investors appeared to be unwinding their reflation
Dow Jones Ind. 34,421.93 -0.61 I 12.47 trades that had dominated trading in 1H21. Concerns over the
S&P 500 4,320.82 0.02 ' 15.04 surging Covid delta variants looked to have taken hold of market
ETSE 100 7,030.66 133 ’ 2.82 sentiment alongside worry that the labour shortages may impede
i US growth. The S&P 500 was unchanged compared to last
Hang Seng 27,153.13 -5.80 -0.29 Thursday, while NASDAQ eked out a modest 0.3% w/w gain. The
KLCI 1,508.71 -1.66 -7.28 Dow fell 0.6% this week. Risk aversion led gold prices to gain
STI 3,107.59 -0.53 I 9.28 above $1800/0z and oil prices to fall.
Dollar Index 92.42 -0.19 I 2.76
P e Fed minutes showed officials’ inclinations towards tapering QE but
WTI oil ($/bbl) 7294 -3.04 - 30.33 the debate of the best timing continued. The RBA said it would
Brent oil ($/bbl) 74.12 -2.27 - 43.09 reduce the weekly asset purchase to AUD4b, from AUDSb. The
Gold (S/oz) 1,800.20 :I 1.32 -4.84 ECB announced the outcomes of its strategy review which include
Source: Bloomberg raising the inflation goal to 2%. BNM left OPR unchanged at 1.75%
but flagged “significant” downside risks to Malaysia’s outlook.
Forex

e MYR: USD/MYR closed at 4.1825 on Thursday (+0.5% w/w), amid
. . resurgence of local political uncertainty while BNM'’s less
[
MYR vs. Ma]or Currencies (A’ W/W) optimistic outlook further intensified the selling pressure. In the
week ahead, despite our muted view of the greenback, we are

JPY I — 2.00 Neutral-to-Bearish on MYR, as we expect some risk aversion to
GBP (.64 drag on the local unit as markets monitor the development of the
usD e (.57 current political conundrum. The pair has breached the RSI
HKD (.54 overbought level and indicate an imminent pullback. We foresee
NZD —— () 40 a weekly range of 4.15-4.20.
EUR pr— 0.38 e USD: The USD broadly strengthened against Asian currencies,
CNY m—0.35 although performances were more mixed against G10. USD
SGD = (.17 Stronger weakened against haven currencies as risk aversion shot up.
AUD -0.05 vs. MYR Yields also came off which depressed the USD. Overall, DXY was
THB -0.67 down by 0.19%, with a 92.42 close on Thursday. FOMC minutes
f ! ! ! ! ! ! ! disappointed hawks, as it also covered economic uncertainty
-1.00  -0.50 0.00 0.50 1.00 1.50 2.00 2.50 ahead. Covid-19 cases in the US are rising from variants. We are
Source: Bloomberg Neutral on the USD for the week ahead. Data focus ahead is on

CPI, PPI, Beige Book and retail sales, among others.

\ Fixed Income

e UST: The week under review saw the USTs witness one of its

L ) strongest rallies in recent weeks amid slight concerns over
|ndICEtIVEYIe|dS@ SJUIV 2021 growth, easing inflationary pressures and reduction in T-Bill

4.30 ion <i ; i
auction sizes going forward. Overall benchmark yields were well-
4.10 ® . L .
3.90 =__,..--""". bid, resulting in yields falling between 5-16bps across the curve.
370 — 0000000000 The curve bull-flattened as the benchmark UST 2Y; reflective of
350 ——————__==* interest rate predictions closed 5bps lower at 0.20% whilst the
330 . much-watched 10Y (which traded within a wider 1.30%-1.46%
g;g - % X range); rallied 16bps lower to 1.30%.
2.70 '
"
250 el ﬁ,ﬂ e MGS/GII: Local govvies which were partly influenced by IRS
230 % ‘ﬁd’ movements earlier in the week on mixed expectations ahead of
i;g the MPC meeting by BNM, brushed aside the decision to stay pat
170 on OPR at 1.75% and ended stronger instead with the 10Y space
1 2 3 4 5 & 7 g g 10 rallying the most. Levels were seen boosted by confidence
stemming from the continued rise in foreign holdings as at end-
e VIG5 e CAZAMAS (NEW) #=IRS e AR A —

June. Overall benchmark vyields closed mostly mixed-to-lower
Source: Bloomberg between 2-12bps.
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Macroeconomic Updates

e US equities struggled to find directions this week while treasuries yields fell as Stocks retreated from last week’s records
investors appeared to be unwinding their reflation trades that had dominated 15000 2400
trading in 1H21. Concerns over the surging Covid delta variants looked to have = NASDAQ, LHS
taken hold of market sentiment alongside worry that the labour shortages may 4300
impede US growth. The S&P 500 was unchanged compared to last Thursday, while 14500 ——S&P 500, RHS
NASDAQ eked out a modest 0.3% w/w gain. The Dow fell 0.6% this week. Risk 4200
aversion led gold prices to gain above $1800/0z and oil prices to fall.

14000 4100

e In a week of light data flow, the focus was on the Federal Reserve’s minutes for its 4000
15-16 June meeting during which it had decided to bring forward its first post 13500
pandemic rate hike to 2023. The minute reflects the Fed’s hawkish tilt as members 3900
generally saw progress towards tapering the central bank’s $120b asset purchase

. g g - 3800
program. However, it also revealed officials’ divided thoughts over the timing of 13000
such moves with some argueing for sooner tapering while some called for the 3700
tapering of mortgage back securities (MBS) first instead of the concurrent
reduction of both treasuries and MBS. Nonetheless, the Fed continued to see 12500 3600

elevated uncertainties over the US growth outlook and would monitor incoming
data. Elsewhere in central banking, the RBA left its cash rate unchanged at 0.1%
and maintain the Apr 2024 bonds as the benchmark to target the 3Y yield. It also
said it would reduce the weekly asset purchase to AUD4b, from AUD5b. The ECB
announced the outcomes of its strategy review which include raising the inflation
goal to 2%, from “below, but close to 2%” target. On the home front, BNM left OPR
unchanged at 1.75% but flagged “significant” downside risks to outlook.

01-Jan
01-Feb
01-Mar
01-Apr
01-May
01-Jun
01-Jul

Source: Bloomberg

Job openings at record level in the US

e Services PMls slowed in the US in June, after having peaked in May. The readings
of both the ISM and Markit surveys came in much lower, as the post-lockdown
growth eased towards the end of 2Q. Nonetheless, the US continues to have
strong prospects in 3Q, with households ready to spend in summer, supported by === JOLTS Openings (mil)
higher income and wealth. This is reaffirmed by the record high job openings in

10

May (9.2mil) as we expect firms to dish out higher pay to recruit workers amid the 8
current labour shortages. Initial jobless claims rose slightly to 373k last week but
still close to the pandemic-era record low level. Meanwhile, services PMI soared in 7
the Eurozone in June following the relaxation of restrictions in the region. Retail
sales rose more than expected as well (+4.6% m/m) in May. The UK’s services PMI 6
retreated from the previous month’s high but still at an elevated level. s
The Week Ahead
e US’ CPI comes into focus again next week as the BEA publishes the June reading. In 4 o o o o o o o o
May, CPI inflation hit 5% y/y, a rate last seen in 2008 and analysts expect the June’s T 07T o2 02 2 0% T 2
rate to ease slightly to 4.9% y/y. Alongside CPI are also the retail sales and 2 2 8 =2 2 & = 2

industrial production data, as markets look for signs of any substantial slowdown in

manufacturing and retail. source: Bloomberg

e China will release its 2Q GDP report in the middle of the week and its monthly
indicators (industrial production, retail sales and fixed investment, trade report).
Consensus forecast is at 8% y/y for GDP growth (1Q: +18.1%) as analysts expect the
base effect to subside in the second quarter.

e The UK’s monthly job report is also high on the watch list, alongside its CPI data.
Other key releases include the Eurozone’s HICP inflation, Singapore’s advanced
GDP estimate, Australia’s employment report, New Zealand’s CPI and Malaysia’s
industrial production.

e The RBNZ meets on Wednesday while the BOJ on Friday. We expect both central
banks to keep their respective policy setting, but markets are looking towards a
hawkish shift from the RBNZ. Analysts and investors are expecting its first post-
pandemic rate hike in November this year.
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Foreign Exchange Market

e MYR: USD/MYR was constrained within 4.15-4.1650 at the start of the week as
investors were sidelined by the BNM-related anxiety. The pair eventually closed at

USD vs. G10 Currencies (%

4.1825 on Thursday (+0.5% w/w), amid resurgence of local political uncertainty while W/W)
BNM'’s less optimistic outlook further intensified the selling pressure. In the week JPY I 1.65
ahead, despite our muted view of the greenback, we are Neutral-to-Bearish on MYR, CHF Weaker I .15
Zs we expect some risk aver5|on.t.o drag on the local unlt.as markets monitor the GBP vs. USD m 014
evelopment of the current political conundrum. The pair has breached the RSI
overbought level and indicate an imminent pullback. We foresee a weekly range of EUR -0.04
4.15-4.20. DKK -0.06
SEK -0.22
e USD: The USD broadly strengthened against Asian currencies, although performances NZD .0.26
were more mixed against G10. USD weakened against haven currencies as risk
aversion shot up. Yields also came off which depressed the USD. Overall DXY was AUD -0.55
down by 0.19%, with a 92.42 close on Thursday. FOMC minutes disappointed hawks, CAD -0.77

as it also covered economic uncertainty ahead. Covid-19 cases in the US are rising NOK1.81
from variants. We are Neutral on the USD for the week ahead. Data focus ahead is f
on CPI, PPI, Beige Book and retail sales, among others.

2.00 -1.00 0.00 1.00 2.00

e EUR: EUR/USD was down to a low of 1.1782 on 7 July, but recovered to a 1.1845

close on Thursday. ECB unveiled a strategic rethink of its previous policy stance, USD vs Asian Currencies (%
raising the inflation target and allowing some overshoot. However, it was careful to wiw)
highlight that the current crisis is a special situation. We are Neutral-to-Bearish on
E:JRl/liJ7le0for Zhe wgfk aheald. Teihnilczloiggiclz;\tgrstpgilnt do;vn\t/\./ard. V\;e éi? supptci]rt HKD Weaker .0.03
at 1. and resistance close to 1. . Industrial production an are the
upcoming data releases. P DR vs. USD 015
INR -0.21
e GBP: GBP/USD crept lower over the past week, particularly since 6 July where it SGD -0.27
reached a 1.39 high. This was partly due to rising delta Covid-19 outbreak in the UK. CNY 0.33
We are Neutral-to-Bearish on GBP/USD for the week ahead. Weekly range at 1.3626 TWD -0.41
to 1.3924. Downside momentum has built up. Focus shifts towards CPl and PPI data. MYR -0.56
KRW -1.05
e JPY: USD/IPY fell strongly over the past five sessions as risk aversion in markets THB 135
climbed once again. As a result, the pair pulled back below 110, from above 111 PHP 153
levels a week earlier. This comes as Tokyo announced it will hold Olympics without T T T T i
domestic spectators, as it declared a state of emergency over Covid-19. We are 200 15 -1.00 -0.50 0.00

Neutral-to-Bearish on USD/JPY for the week ahead. Pair is likely to trade within
108.77 to 111.04. Focus shifts to Bank of Japan policy decision on 16 July, where it is
likely to stay relatively less hawkish than other central banks.

Source: Bloomberg

Forecasts

e AUD: AUD/USD was depressed by market risk aversion and underperformed G10. It
meant that the pair closed at 0.7429 on Thursday. RBA struck a neutral tone with its

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

2024 projected hike, while slightly reducing asset purchases. We are Neutral-to- DXY 88.00 89.50 9050 91.50
Bearish on AUD/USD for the week ahead. Momentum is strong on the downside. We (E;;E%:g 1'22 ifé 123 1;2
estimate a weekly range around 0.7307 to 0.7530. Data focus is on employment | x;p/sp 0.80 0.78 077 076
change for June. usD/IPY 107.50 109 110 111
USD/MYR 4.15 4.10 4.10 4.08

e SGD: USD/SGD moved in a bid tone in recent sessions, adversely affected by Asian USD/SGD 131 1.33 133 1.32

currency weakness (e.g. CNY and MYR) against the USD. This came despite positive

news from reopening of F&B, and resilient retail sales. For the week ahead, we are Q3-21 Q4-21 Q1-22 Q2-22

Neutral-to-Bullish on USD/SGD. Pair is likely to mostly trade within a range of 1.3445 zggng g;z ggg :32 ggg
and 1.3651. Resistance at. 1.3600 for further upsides, as technical |nd|cators point t(_). AUD/MYR 332 320 316 310
Week ahead data focus is on advance estimates of 2Q GDP and non-oil domestic SGD/MYR 3.17 3.08 3.08 3.09
exports. Source: HLBB Global Markets
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Fixed Income

UST: The week under review saw the USTs witness one of its strongest rallies in Benchmark MGS Yields (%)
recent weeks amid slight concerns over growth, easing inflationary pressures and
reduction in T-Bill auction sizes going forward. Overall benchmark yields were well-
bid, resulting in yields falling between 5-16bps across the curve. The curve bull- | 40
flattened as the benchmark UST 2Y; reflective of interest rate predictions closed
Sbps lower at 0.20% whilst the much-watched 10Y (which traded within a wider
1.30%-1.46% range); rallied 16bps lower to 1.30%. the Fed is expected to make | 3.0
progress on its bond tapering exercise but is nevertheless seen to differ on the
exact timing Recent data on the labor market and services sector may have caused

4.5

25 | 3Y MGS

investors to doubt that the economy may not be strengthening as initially | 2.0 jZYM’\j;S

projected. Market participants will be evaluating the response to a heavy auction 15 e

calendar next week consisting of $38b 10Y and $62b 30Y bonds. * %3333 83T
="} > o) > ="} > e > oo > el > oo
2222 z22¢2 22822

MGS/GII: Local govvies which were partly influenced by IRS movements earlier in

the week on mixed expectations ahead of the MPC meeting by BNM, brushed | ¢, ce- Bloomberg

aside the decision to stay pat on the OPR at 1.75% and ended stronger instead .

with the 10Y space rallying the most. Levels were seen boosted by confidence MGS Yield Spread (bsps)

stemming from the continued rise in foreign holdings as at end-June. Overall | 120 1

benchmark yields closed mostly mixed-to-lower between 2-12bps. The benchmark | 199 | — 3/10Y

5Y MGS 9/25 rallied 11bps to 2.43% from prior week’s close whilst the 10Y MGS 3/5Y

4/31 declined 12bps at 3.15%. The average weekly secondary market volume rose 80 1

6.1% @ RM20.9b versus prior week’s RM19.7b. Total foreign holdings of 60 -

government bonds (i.e. MGS +GIl +SPK) inched up by RM690m or 0.3%.

Meanwhile, investors will be closely monitoring for signs pertaining to the ongoing 40

economic impact of lockdown restrictions in the country. Expect bonds to range 20 -

sideways on intermittent profit-taking activities next week as investors also

monitor developments on the political front. 0 % Qg é‘, ‘o‘_‘\ é !2 ‘g ‘S ‘8 é ‘: ‘: ‘a.
585 Y385 Ys 85 2
L 2 L S Iz L S I 2 o S <

e MYR Corporate Bonds/ Sukuk: The week under review saw similar investor
activity compared to prior week in the secondary market for govt- | source: Bloomberg
guaranteed/sukuk/corporate bonds. Activity was seen mostly across the GG to
single-A part of the curve as yields closed mostly mixed-to-lower amid a dip in Benchmark SGS Yield (%)
average weekly market volume of RM2.26b compared to prior week’s RM2.35b.
Topping the weekly volume were MMC Corp 11/27 (AA3) which declined 20bps
compared to previous-done levels at 4.05%, followed by the long-end DANAINFRA
2/51 (GG) bonds, which rose 15bps to 4.51% since its recent debut. Third largest
volume was seen for CIMB 2116NC23 perps which rallied a whopping 54bps to
3.40%. Higher frequency of bond trades was seen in DANA, PTPTN, PLUS, Genting-
related names, and several odd-lot trades in ALLIANCE bank bonds and property-
based Tropicana. Meanwhile the prominent issuances for the week consisted of
Zamarad Assets Bhd’s AAA-rated 3-7Y bonds totaling RM124m with coupons
ranging between 3.85-4.60%.

e SGS: SGS (govvies) rallied w/w, with the curve shifting sharply lower as overall

0.0 — T T T

benchmark vyields declined between 1-16bps; somewhat mirroring UST X ® 82833288 5 .
movements. The 2Y yield edged 1bps lower at 0.40% whilst the 10Y (which traded ¥ 3 8 5 ¥3 8 7z ¥z 8 &7 %
L 2 4 5 & 2 L S I« z2 4+ S <

wider within 1.39-1.55% range) rallied 16bps at 1.40%. The SGD however declined
to an almost 8-month low on mostly technical factors. MAS has completed its
wholesale cross-border payment and settlement experiment with the French
central bank using central bank digital currency. Separately, the republic is set to
achieve its goal of two-thirds of the population fully-vaccinated by 9t August. The
earlier slowdown in business activity and demand growth during the 2" phase of
movement restrictions were reflected in the weaker PMI data for June. Elsewhere,
Eastern Air Overseas (Hong Kong) Corporation Ltd had successfully priced its
SGD500m 5Y bond to yield 2.0%. The issuance is expected to be rated Al by
Moody’s. Oxley will be listing its SGD70m of 6.9% bonds on the SGX on Friday, the
oth of July.

Source: Bloomberg
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Rating Actions
Rating/
Issuer PDS Description Action
i Outlook
Zamarad Assets Berhad Tranche 6 RM80 mil Class A Sukuk AAA/Stable Assigned
RM20 mil Class B Sukuk AA2/Stable
Telekosang Hydro One Sdn Bhd RM470 mil ASEAN Green SRI Sukuk under the Shariah AA3/Stable Reaffirmed
principle of Wakalah Bi Al-Istithmar (2019/2037) (the Senior
Sukuk)
Exsim Capital Resources Berhad RM323 mil second issuance (Tranche 2 IMTN) AA3/Stable Assigned
Under theRM2 bil Sukuk Musharakah Programme (IMTN
Programme)

Mercedes-Benz Services

. RM3 billion Commercial Papers/Medium-Term Notes AAA(s)/Stable/P1 Reaffirmed
Malaysia Sdn Bhd

Programme (2018/2025)

RM3 billion Medium-Term Notes Programme (2018/2038) AAA(s)/Stable Reaffirmed

Source: MARC/RAM
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Economic Calendar

Date Time Country Event Period Prior
12/07 06:45 Nz Card Spending Retail MoM Jun 1.7%
07:50 IN Core Machine Orders MoM May 0.6%
12:00 MA Industrial Production YoY May 50.1%
14:00 IN Machine Tool Orders YoY Jun P 141.9%
13/07 09:30 AU NAB Business Confidence Jun 20.0
18:00 us NFIB Small Business Optimism Jun 99.6
20:30 us CPI YoY Jun 5.0%
00:00 CH Exports YoY Jun 27.9%
00:00 CH Imports YoY Jun 51.1%
14/07 08:00 S| GDP YoY 2QA 1.30%
08:30 AU Westpac Consumer Conf Index Jul 107.2
10:00 Nz RBNZ Official Cash Rate 14 Jul 0.25%
12:30 IN Industrial Production MoM May F -5.9%
14:00 UK CPI YoY Jun 2.1%
17:00 EC Industrial Production SA MoM May 0.8%
19:00 us MBA Mortgage Applications 09 Jul -1.8%
20:30 us PPI Final Demand YoY Jun 6.6%
15/07 02:00 us U.S. Federal Reserve Releases Beige Book
09:30 AU Employment Change Jun 115.2k
09:30 AU Unemployment Rate Jun 5.1%
10:00 CH GDP YoY 2Q 18.3%
10:00 CH Retail Sales YoY Jun 12.4%
10:00 CH Industrial Production YoY Jun 8.8%
10:00 CH Fixed Assets Ex Rural YTD YoY Jun 15.4%
14:00 UK Jobless Claims Change Jun -92.6k
14:00 UK ILO Unemployment Rate 3Mths May 4.7%
14:00 UK Employment Change 3M/3M May 113k
20:30 us Empire Manufacturing Jul 17.4
20:30 us Philadelphia Fed Business Outlook Jul 30.7
20:30 us Initial Jobless Claims 10 Jul 373k
21:15 us Industrial Production MoM Jun 0.8%
16/07 06:30 Nz BusinessNZ Manufacturing PMI Jun 58.6
06:45 Nz CPI YoY 2Q 1.5%
08:30 SI Non-oil Domestic Exports YoY Jun 8.8%
17:00 EC Trade Balance SA May 9.4b
17:00 EC CPI YoY JunF 2.0%
20:30 us Retail Sales Advance MoM Jun -1.3%
22:00 us U. of Mich. Sentiment Jul P 85.5
00:00 IN BOJ Policy Balance Rate 16 Jul -0.1%

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.
HLBB may, to the extent permitted by law, buy, sell or hold significantly long or short positions; act as investment and/or
commercial bankers; be represented on the board of the issuers; and/or engage in ‘market making’ of securities
mentioned herein. 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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