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20 June: All eyes on the BOE today

GBP strengthened after UK’s inflation slowed to its official target of 2%; the first time in 3 years
High mortgage rates a drag on builder confidence in the US; mortgage applications slowed
BOE to maintain bank rate at 5.25%; PBoC to stay pat on its 1Y and 5Y lending rates today

e Both the US equity and bond markets were closed for the Juneteenth Key Market Metrics

National Independence Day. Level did (%)
e European equities were mixed. FTSE 100 ticked up 0.2% d/d after UK  Equities
inflation hit BOE’s target for the first time in 3 years, but Stoxx Eur 600 Dow Jones 38,834.86 0.15
closed slightly lower by 0.2% d/d, losing the positive momentum seen in the  sgp 500 5,487.03 0.25
previous trading session. Basic resources, insurance and travel stocks led NASDAQ 17,862.23 0.03
gains in the regional benchmark while real estate and technology were the ¢, ¢/ 600 51413  -0A17
biggest laggards. Asian stocks closed mixed, with Hang Seng leading gains, FTSE 100 8,205.11 0.17
drlvenhb\ll optlmlslinf over potential Eapltal' marke't.reform poI|C|e|.s in China. s S 38,570.76 0.23
Nonethe essT, stock futures suggest that Asnan. equities are set to slip today as 1 300 3,528.75 I
traders await new catalysts after the holiday in the US.
e In the bond market, yields to the 10Y European sovereign bonds rose
Straits Times 3,304.00 0.07

between 1-5bps. French and Italian bonds were notable underperformers,
after getting a scolding from the European Union for breaking the bloc’s  KLCI 30
deficit and debt rules.

e The DXY closed flat at 105.25, and the Dollar weakened against most of its EX

1,599.79 -0.39

G10 peers save for the SEK, JPY and NZD (-0.2 to 0% d/d). Leading gains Dollar Index 105.25  0.00
against USD were, nonetheless, AUD (+0.3% d/d), NOK (+0.1% d/d) and GBP  EUR/USD 1.0744 0.04
(+0.1% d/d to 1.2720). GBP spiked to as high as 1.2740 against the greenback  GBP/USD 1.2720 0.09
after the UK CPI print was released before narrowing its modest gains later,  ysp/jpy 158.09 0.15
and with this, OIS is pricing in a 50.6% chance of a 25bps rate cut in the  Aypsusp 0.6673 0.26
November meeting. Regional currencies closed mixed against the Dollar with USD/CNH 7.2813 0.14
CNH depreciating 0.1% d/d, SGD closing flattish at 1.3507, while MYR USD/MYR 47065 014
appreciated 0.1% d/d to 4.7065. YD 1.3507 0.01

e The Brent edged 0.3% d/d lower amidst signs of growing crude oil stockpiles

in the US, tempering optimism spurred by rising equity prices.
Commodities

WTI ($/bbl) 81.57 1.54
Brent ($/bbl) 85.07 -0.30
2,330.40 0.78

High mortgage rates a drag on builder confidence in the US
e Mortgage rates that continue to hover in the 7% range along with elevated
construction financing costs continue to dampen builder sentiment, sending ~ Go!d (5/0z)

the NAHB Housing Market Index unexpectedly falling to its lowest reading  Copper ($5/MT) 9,786.00 1.18
since December 2023 at 43 in June (May: 45). All 3 sub-component indices  Aluminum($/MT) 2,499.00 0.50
fell during the month and all are below the key threshold of 50 for the first  ¢po (RM/tonne) 3,939.00 -0.30

time since December 2023. The survey also showed that 29% of builders cut  Source: Bloomberg, HLBB Global Markets Research
home prices to bolster sales in June, the highest share since January, while ;i‘:f:: ”Mi;féilé””ef"’ CPO, Dow Jones, S&P 500,
the use of sales incentives ticked up 0.2ppts to 61%. Meanwhile, evidence of o

persistently high mortgage rates is keeping many prospective buyers on the

sidelines were also observed with mortgage applications slowing to +0.9%

w/w for the week ended June 14 (June 7: +15.6% w/w).




UK’s inflation slowed to official target of 2%

UK’s inflation retreated to BOE’s target for the first time in 3 years at +2.0%
y/y in May, while core eased to 3.5% y/y (Apr: +2.3% y/y and +3.6% y/y), all
within consensus forecasts. The data marks a respite from the brutal cost of
living squeeze, weighed down by lower food prices, recreation & culture and
furniture & household goods, while motor fuels provided the largest,
partially offsetting, upward contribution.

Despite the uptick, we believe that BOE’s job to tame inflation is not done at
this juncture, with BOE likely to stay pat today and only cutting rates later in
the year. For one, if prices continue to rise at the same rate m/m next month
(+0.3% m/m), headline inflation will be back at over the 2% target at +2.1%
y/y. Secondly, core-CPl remains above the official target and services
inflation remains elevated at +5.7% y/y (Apr: +5.9% vy/y). Lastly, producer
prices (output) accelerated to +1.7% y/y (Apr: +1.1% vy/y), led by higher
refined petroleum products, suggesting a still uneven disinflation path,
especially if producers can pass these higher costs to its consumers.

The House Price Index, meanwhile, grew for the second month and at a
faster pace of +1.1% y/y in April (Mar: +0.9% y/y), a sign of stability in the
housing market, with north-west England the fastest growing region while
home prices in London fell 3.9% y/y (Mar: -2.9% y/y).

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
usD/JpyY 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 435 435 435 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

20-June CH 5-Year Loan Prime Rate 3.95%
CH 1-Year Loan Prime Rate 3.45%
MA Exports YoY (May) 9.10%
HK Unemployment Rate SA (May) 3.00%
UK Bank of England Bank Rate 5.25%
US Initial Jobless Claims 242k
US Housing Starts MoM (May) 5.70%
US Building Permits MoM (May) -3.00%
US Philadelphia Fed Business Outlook (Jun) 4.5
EC Consumer Confidence (Jun P) -14.3

21-June AU Judo Bank Australia PMI Mfg (Jun P) 49.7
AU Judo Bank Australia PMI Services (Jun P) 52.5
UK GfK Consumer Confidence (Jun) -17
JN Natl CPI YoY (May) 2.50%
JN Jibun Bank Japan PMI Mfg (Jun P) 50.4
JN Jibun Bank Japan PMI Services (Jun P) 53.8
UK Retail Sales Inc Auto Fuel MoM (May) -2.30%

$ HonglLeong Bank




)3 HonglLeong Bank

EC HCOB Eurozone Manufacturing PMI (Jun P) 47.3 Hong Leong Bank Berhad
EC HCOB Eurozone Services PMI (Jun P) 53.2 Fixed Income & Economic Research, Global
UK S&P Global UK Manufacturing PMI (Jun P) 51.2 Markets
HK CPI Composite YoY (May) 1.10% Level 8, Hong Leong Tower
UK S&P Global UK Services PMI (Jun P) 52.9 3. lelErm Bereri
US S&P Global US Manufacturing PMI (Jun P) 51.3 ,Bukit PEREREEE
US S&P §|oba| US Services PMI (Jun P) 54.8 50490 Kuala Lumpur
us Leadlng Index (May) -0.60% Tel: 603-2081 1221
US Existing Home Sales MoM (May) -1.90% Fax: 603-2081 8936

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.
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