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18 June: Risk-on tone ahead of a flurry of central bank decisions

US consumer sentiment deteriorated amidst concerns over personal finances; import prices fell
BOJ maintained policy rates & will announce plan to reduce JGBs purchases in the next meeting
China maintained 1Y MLF rate unchanged despite a slew of weaker economic data

The S&P 500 built on previous week’s gains and rallied to a fresh record again, Key Market Metrics

gaining 0.8% d/d while Nasdaq and the Dow Jones Industrial Average rose Level did (%)
1.0% and 0.5% d/d respectively. Megacap technology stocks bolstered the Equities
rally in the S&P 500, boosting the information technology sector 1.2% d/d. pow Jones 38,778.10 0.49
Broadcom, in particular, had a good day, adding 5.4% d/d to hit a new high. <sgp 500 5,473.23 0.77
As it is, risk sentiment was largely buoyed by increasing confidence in the NASDAQ 17,857.02 0.95
economy and prospects of interest rate cuts but this week, we will see a flurry ¢, - o =00 511.49 0.09
of central bank decisions, Fed speaks and economic data starting with the T 8,142.15 20,06
retail sales today which could add more volatility into the market. e S5 38.102.44 183
Elsewhere, volatility in the French market subsided and France’s CAC 40

. . . CS1 300 3,536.20 -0.15
rebounded 0.9% d/d after the political-unease driven sell-off last week. Asian LT G
markets closed mostly lower after the release of weak key economic data Hang Seng 3’29?'55 0.81
from China but is set to rebound today tracking overnight record-breaking Straits Times o h
Wall Street. KLCI 30 1,607.32 -0.18
In the Treasury market, UST yields were up 6-7bps across the curve, with the
2- and 10Y closing at 4.77% and 4.28% respectively. Led by UK gilts, 10y EX
European yields also rose between 1-6bps. Dollar Index 105.32 -0.22
The Dollar erased gains against most of its G10 peers amidst improved risk ~ EUR/USD 1.0734  0.29
tone, fuelled by the rally in tech shares. DXY popped to as high as 105.65 but  GBP/USD 1.2705 0.14
retreated to close at 105.32 or down 0.2% d/d. EUR and GBP appreciated in  usD/JPY 157.74 0.22
tune to 0.1-0.3% d/d against the Dollar, AUD closed flattish ahead of the aup/uUSD 0.6613 -0.03
RBA’s decision today while JPY weakened 0.2% d/d to 157.74, with lack of USD/CNH 7.9701 -0.01
details on Japan’s bond buying likely to keep JPY weak. Regional currencies USD/MYR 4.7207 0.25
closed mixed against the Dollar, with CNH flattish at 7.2701 after the release USD/SGD 1.3520 20,09
of its slew of economic data and SGD appreciating 0.1% d/d. Meanwhile, MYR
depreciated 0.3% d/d to close at 4.7207 last Friday.

. . . . . Commodities
The risk-on rally in the US equity markets also spilled over to the commodities e e
markets, sending WTI back above $80/barrel or up 2.0-2.4% d/d for both the WTI (5/bbl) ' ’
WTI and Brent ST AL 8425 1o
Gold (5/0z) 2,312.40 -0.81

BOJ maintained policy rates, will announce plan to reduce JGBs purchases in  Copper (55/MT) 9,665.50 -0.78

Aluminum(s/MT) 2,501.50 -0.64

CPO (RM/tonne) 3,962.00 -0.24

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 13 June for CPO, 14 June for KLCI, STI,
USD/MYR

the next meeting
As widely expected, the Bank of Japan (BOJ) decided by a unanimous vote, to

maintain the uncollateralized overnight call rate at 0-0.1%. At the same time,
the BOJ said that it will announce a plan to reduce the JGBs purchases at the
next monetary policy meeting, after collecting views from market
participants. In his press conference, Governor Kazuo Ueda commented that
it's possible to raise rates in July depending on data, and added that the
reduction in JGB purchases will be “considerable,” but despite his relatively
hawkish speak,” OIS is assigning a 69.9% probability of the second interest
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rate hike only in the October meeting.

Meanwhile, core machine orders fell a shade less than expected by 2.9% m/m
in April (Mar: +2.9% m/m), mainly due to a slump in manufacturing orders. As
it is, the contraction within the month is within the Cabinet’s Office
assessment, who had pencilled in a 1.6% q/q contraction during 2Q from
+4.4% q/q previously, also in indication that the contraction in orders is
expected to narrow to an average of 1.0% for the month of May and June.

China maintained 1Y MLF unchanged and will mostly stay pat for 2024
despite still weak numbers

e Even with the weak economic data released, the People’s Bank of China
(PBoC) maintained its 1Y MLF rate unchanged at 2.50% and hence, will most
likely continue to do so for the rest of the year to support yuan.

e Financing demand for corporate and households remained sluggish, with
aggregate financing undershooting expectations at 14.8 trillion yuan for the
first 5 months of the year (Jan-Apr: 12.7tn). Industrial production also
decelerated more than expected to +5.6% y/y in May (Apr: +6.7% y/y) and will
likely remain weak amidst looming tariff threats. Fixed asset investment
undershot expectations at +4.0% y/y YTD (Jan-Apr: +4.2% vy/y), as the
property sector remains a drag despite the slew of stimulus measures.
Property investment (YTD: -10.1% y/y) and residential properties sales (YTD: -
30.5% y/y) fell double-digits, sending new and used home prices falling at a
faster pace of 0.7% y/y and 1.0% y/y in May (Apr: -0.6% y/y and -0.9% y/y).
Retail spending remained weak although picked up more than expected to
+3.7% y/y (Apr: +2.3% vy/y), as jobless less rate held steady at 5.0% and also
benefitting from incentives for households to upgrade their old electrical
appliances as well as subsidies for buyers of new cars.

US consumer sentiment deteriorated; import prices fell

Consumer sentiment, using the University of Michigan Sentiment index as a
gauge, unexpectedly deteriorated to its 7-month low of 65.6 in June (May:
69.1) as consumers’ assessments of their personal finances faltered amidst
rising concerns over weakening incomes as well as high prices. For the latter,
while year-ahead inflation expectations were unchanged at 3.3%, long-run
inflation expectations inched up 0.1ppts to 3.1%, but separate data also
showed that import prices fell more than expected to -0.4% m/m in May (Apr:
40.9% m/m). This marks the first monthly drop since December 2023, a
welcome news for inflation-weary consumers as well as domestic inflation
outlook going forward. As it is, there is no change in our outlook that the Fed
will deliver its first rate cut in 4Q of the year.

Business activity declined modestly in New York State, with the Empire State
Manufacturing Survey still below zero at -6 in June (May: -15.6). Despite it
being weak, it was better than expected and optimism about the six-month
outlook picked up to its highest level in more than 2 years.

House View and Forecasts

FX This Week 2Q-24 3Q-24 4Q-24 1Q-25
DXY 103-107 105.43 105.56 103.45 101.38
EUR/USD 1.06-1.09 1.06 1.05 1.06 1.06
GBP/USD 1.26-1.29 1.24 1.22 1.23 1.24
usb/JpY 154-159 152 149 146 143
AUD/USD 0.65-0.68 0.65 0.65 0.65 0.66
USD/MYR 4.68-4.73 4.73 4.68 4.64 4.57
USD/SGD 1.33-1.37 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
Source: HLBB Global Markets Research
Up Next
Date Events Prior
18-June SI Non-oil Domestic Exports SA MoM (May) 7.60%
AU RBA Cash Rate Target 4.35%
EC ZEW Survey Expectations (Jun) 47
EC CPI YoY (May F) 2.60%
US New York Fed Services Business Activity (Jun) 3
US Retail Sales Advance MoM (May) 0.00%
US Industrial Production MoM (May) 0.00%
18-24 June UK CBI Trends Total Orders (Jun) -33
19-June JN Exports YoY (May) 8.30%
UK CPI Core YoY (May) 3.90%
UK PPI Output NSA YoY (May) 1.10%
UK House Price Index YoY (Apr) 1.80%
US MBA Mortgage Applications 15.60%
US NAHB Housing Market Index (Jun) 45

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 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.




