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Daily Market Highlights

2 July: All eyes on the RBA minutes for rates outlook

US markets started July on a mixed note; equities rallied, sell-off in Treasuries, DXY held steady
US manufacturing ISM fell; Caixin China Manufacturing PMI rose to its highest since May 2021
EUR strengthened after first round of elections and hawkish speak from President Lagarde

e US markets started July on a mixed note, with the equity markets rallying, Key Market Metrics

Treasuries selling off and the DXY largely holding steady. In the equity markets, Level did (%)
the tech-heavy Nasdaqg climbed 0.8% d/d to another record, the S&P 500 Equities
added 0.3% d/d, while the Dow Jones Industrial Average ticked 0.1% d/d pow Jones 39,169.52 0.13
higher. Building on its 1H enthusiasm over Al, the technology and information  ¢gp 500 5,475.09 0.27
communication sector again led the rally in stocks, while some spillovers from  yaspaq 17,879.30 0.83
the positive sentiment in the European markets after France’s first round ¢, = ¢ 0o 513.04 032
election also added to support. Market’s next leg up, if any, could nonetheless et 8,166.76 0.03
be a bumpier ride given the upcoming quarterly earnings seasons amidst a . 39,631.06 0.12
softer economic and labour backdrop. 1 300 3,478.18 e
European markets reacted positively to the sharp upswing in votes for the
National Rally party, sending Stoxx Eur 600 and France's CAC 40 up 0.3% d/d ~2"8 Seng e o0
and 1.1% d/d respectively. Asian markets closed mixed amidst mixed prints >traits Times 33887 047
from China’s PMIs to Japan's business confidence. KLCI 30 1,58.20 0.5
Meanwhile, the weaker ISM-manufacturing reading was overlooked in the
Treasuries and forex markets. UST yields surged led by the long-end in a bear EX
steepener. The 2Y yield closed just above the flatline at 4.76%, while the 10Y  Dollar Index 105.90  0.03
climbed 7bps to 4.45%. 10Y European bond yields also closed up between 3- EUR/USD 1.0740 0.25
11bps. GBP/USD 1.2650 0.04
DXY closed just above the flatline at 105.90, with the Dollar closing mixed in  ysp/ipy 161.46 0.36
tune to +/-0.4% d/d against its G10 peers. EUR strengthened 0.3% d/d against  ayp/usD 0.6660 0.15
USD as results from the first round of the elections eased investors’ concerns  sp /e 7.3052 0.08
and after a hawkish note from ECB President Christine Lagarde. She USD/MYR 4.7137 -0.08
commented that the central bank has yet to see sufficient evidence that USD/SGD 1.3576 0.12
inflation threats have passed, feeding expectations that the ECB will maintain
status quo this month. Regional currencies mostly weakened against the Dollar
save for the IDR and MYR (+0.1% d/d to 4.7137). Commodities
Crude oil prices rallied 0.2-2.3% d/d, supported by twin factors of mounting WTI (5/bbl) 83.38 2%
geopolitical risks in Europe and the Middle East, and as Hurricane Beryl Brent ($/bbl) 86.60 0.2
intensified in the Caribbean, potentially disrupting US oil operations in the Gulf ~ Gold (5/0z) Lty 2l
of Mexico. Copper (55/MT) 9,630.00 0.32
Aluminum($/MT) 2,515.50  -0.36
Slightly less positive S&P manufacturing PMIs for the majors; improvement PO (RM/tonne) 3,995.50 1.22

for the regionals

The S&P Global US Manufacturing PMI remained at its 3-month high of 51.6 in
June, although revised slightly lower by 0.1ppts (May: 51.3). Although the PMI
has now been in positive territory in for 5 months in 2024, manufacturers are
reportedly struggling to gain growth momentum, hit by a double whammy of
tempered spending power and demand switching from goods to services post-
pandemic. These headwinds are expected to persist, with heightened policy
uncertainty due to the presidential election and extra headwind to confidence
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in the sector, and this is reflected by the slide in business sentiment to its 19-
month low.

Although the HCOB Eurozone Manufacturing PMI was revised up 0.2ppts to
45.8 in June (May: 47.3), it has fallen for the fourth time in the past 5 months.
With forward-looking new orders falling at an accelerated pace, this signals any
significant recovery will likely be pushed back until at least the end of the
summer. On a positive note, an increasing number of companies were able to
pass on some of the increase in input costs to their clients, suggesting some
pricing power amongst sellers and a sign that conditions are starting to
improve.

The S&P Global UK Manufacturing PMI stood at 50.9 in June, down slightly
from May's 22-month high of 51.2 and below its flash estimate of 51.4. The
expansion was broad-based and is at its strongest spell for over two years.
June saw robust output and new order growth supported by the domestic
markets but on a negative note, manufacturers’ optimism was reportedly not
sufficient to lessen their focus on cost minimisation and cash flow protection,
potentially signalling job losses ahead.

The final Jibun Bank Japan Manufacturing PMI remains expansionary, although
revised down 0.1ppts to 50.0 in June (May: 50.4). The headline was supported
by sustained job creation, the clearing of backlogs and stock-building efforts as
well as the strongest business sentiment YTD, but demand conditions
remained subdued suggesting a still fragile recovery.

The Caixin China Manufacturing PMI unexpectedly rose to 51.8 in June (May:
51.7), its highest since May 2021 and is in contrast to the official’s
contractionary trend. S&P reported growing domestic and external demand,
manufacturers ramping up purchases, easing contraction in employment for
China but optimism fell by a notable margin, suggesting that business
confidence needs to be strengthened to cement a solid recovery for the sector.
Malaysia’s manufacturing sector remained largely stable in June at 49.9 (May:
50.2), an improvement overall on a g/q basis and one to be supported by a
recovery in export growth in 2H. Business confidence, nonetheless, slipped to a
10-month low, suggesting a recovery that may be tepid and potentially
weighed down by concerns over subsidy rationalisation measures.

The S&P Global Vietnam Manufacturing PMI rose sharply to 54.7 in June (May:
50.3), the joint-strongest since November 2018, April 2021 and May 2022
respectively as new orders rose at one of the fastest rates on record. This
prompted firms to ramp up production, purchasing activity and increase
staffing levels for the first time in three months. The uptick is not surprising
given the strong exports data, driven by strong demand for smartphones,
electronics and garments, which has largely supported the economy in 1H.

US ISM in the contraction zone for the third month

The Manufacturing ISM unexpectedly fell to 48.5 in June from 48.7 in May,
suggesting that manufacturing activity continued to struggle to regain
momentum amidst elevated borrowing costs, subdued demand and as
companies were unwilling to invest in capital and inventory due to current
monetary policy and other conditions. Subdued demand was reflected in new
orders (49.3 vs 45.4), new export orders and backlog of orders all in
contraction territory, putting a constrain on employment (49.3 vs 51.1) as well
as on prices (52.1 vs 57.0).

Subdued housing activity in the UK
The second consecutive drop in mortgage approvals continued to show how

$ HonglLeong Bank




elevated mortgage rates are weighing on affordability. While housing activity
has remained fairly subdued so far, it is nonetheless expected to pick up in the
later half of the year in anticipation of a drop in interest rates and higher real
disposable incomes. Mortgage approvals fell more than expected to 60.0k in
May (Apr: 60.8k) while separate data from Nationwide showed that home
prices slowed to +0.2% m/m in June from +0.4% m/m previously. The latter, is
nonetheless, above street forecasts for a contraction.

Australia’s inflation gauge picked up slightly

Melbourne Institute’s inflation gauge picked up slightly to 3.2% y/y in June
(May: 3.1% vy/y), heightening inflation concerns as well as tighter rate
pressures. As it is, recent information continues to point to a broadly
moderating trend for prices, although more slowly than expected due to
services and as such, the Reserve Bank of Australia will most likely keep its cash
rate target unchanged at 4.35% in their next meeting.

Japan’s consumer confidence relatively steady after May’s dip

Matching expectations, consumer confidence largely held steady and inched
up 0.2ppts to 36.4 in June as upticks in consumer perceptions on income and
willingness to buy durable goods were offset by retreats in employment and
livelihood sub-indices. The slight increase in June’s confidence comes after
sharp deterioration previously, suggesting that sentiment and spending
remains dampened by upside risks to prices.

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
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Date Events Prior

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

3-July AU Judo Bank Australia PMI Services (Jun F) 51
JN Jibun Bank Japan PMI Services (Jun F) 49.8
SI S&P Global Singapore PMI (Jun) 54.2
AU Private Sector Houses MoM (May) -1.60%
CH Caixin China PMI Services (Jun) 54
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EC HCOB Eurozone Services PMI (Jun F) 52.6 Hong Leong Bank Berhad

UK S&P Global UK Services PMI (Jun F) 51.2 Fixed Income & Economic Research, Global

EC PPI YoY (May) -5.70% Markets
US MBA Mortgage Applications -0.80% Level 8, Hong Leong Tower
US ADP Employment Change (Jun) 152k 6, Jalan Damanlela
us Tr.afie Balance (May) -$74.6b Bukit Damansara
US Initial Jobless C|a|m§ 233k 50490 Kuala Lumpur
US S&P Global US Services PMI (Jun F) 55.1 Tel: 603-2081 1221
US Factory Orders (May) 0.70% Fax: 603-2081 8936
US ISM Services Index (Jun) 53.8
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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 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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