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21 June: Sentiment largely swayed by monetary policy decisions

BOE, Norges Bank maintained their policy rates; SNB surprised with its second rate cut in 2024
Weaker-than-expected housing data & jobless claims reaffirmed trend of a slower US economy
Continued growth in exports and imports affirmed improving outlook for Malaysia

e The S&P 500 pulled back after briefly passing the 5.5k level for the first time Key Market Metrics

ever, as market bellwether Nvidia gave up earlier gains and slid 3.5% d/d. Level did (%)
The broad market index fell 0.3% d/d to close the day, while Nasdaq also  Equities
dropped 0.8% d/d. The Dow Jones Industrial Average was the outlier, gaining Dow Jones 39,134.76 0.77
0.8% d/d. The pullback comes after data on housing and labour came worse  sgp sp0 5,473.17 -0.25
than expected, reaffirming expectations of a slower US economy and naspaq 17,721.59  -0.79
possibly, corporate earnings going forward. Stoxx Eur 600 518.91 0.93
In Asia, equity markets were mostly lower as China kept its lending rates  1cg 100 8,272.46 0.82
unchanged, but European stocks rallied as the BOE kept rates unchanged at .\ i 995 38,633.02 0.16
5.25% but kept rate cut hopes alive. BOE’s decision followed Swiss National 1300 3,503.28 072
Bank’s (SNB) unexpected decision to lower its policy rates for the second P 18,335.32 o
time this year, by 0.25ppts to 1.25%.

) ) i ) ) ) Straits Times 3,300.00 -0.12
Treasuries traded in the red amidst lingering concerns over its budget
outlook after the Congressional Budget Office (CBO) updated its forecast. KLCI 30 1092.69 0
Yields, nonetheless, closed off their highs after the weaker than expected
housing and claims prints. The 2Y yield gained 3bps to close at 4.74%, while EX
the 10Y rose 4bps to 4.26%. As it is, the CBO is projecting a budget deficit of ~ Dollarindex 105.59 0.32
nearly $2tn this year and $22tn over the 2025-2034 period. Federal debt ~EUR/USD 1.0702 039
held by the public is expected to reach 122% of GDP in 2034, its highest ever ~ GBP/USD o Sk
recorded. In Europe, 10Y sovereign bond yields were up 1-13bps save the UK USD/JPY 158.93 0.53
gilts. AUD/USD 0.6656  -0.25
DXY closed 0.3% d/d higher at 105.59, benefitting from a weak JPY and CHF,  USD/CNH 7.2910 0.13
while higher UST yields also supported the Dollar. CHF depreciated 0.8% d/d  usp/mYR 4.7095 0.06
after the SNB unexpectedly lowered its policy rates, while GBP weakened ysp/sgp 1.3544 0.27
0.5% d/d after the BOE maintained its bank rate but the statement suggests
that rate cut remains in the pipeline. On the flipside, NOK appreciated 0.1%  ¢ommodities
d/d against USD after the Norges Bank held its benchmark deposit rates at WTI ($/bbl) 82.17 0.74
4.50%. In As.ia, regional currenci.es mostly weakened aga.inst.the greenba.ck. Brent ($/bbl) 85.71 0.75
CNH depr.euated 0.1% d/d against USD after PBoC maintained its lending Gold ($/02) 2,353.80 1.00
rates, while SGD and MYR weakened by 0.3% d/d and 0.1% d/d to 1.3544 9,858.00 0.74

Copper ($5/MT)
Aluminum(S/MT)

CPO (RM/tonne) 3,972.00 0.84

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 19 June

and 4.7095 respectively. 2 521.50 0.90

o Qil extended its rally driven by the risk-on tone, after the Energy Information

Agency reported that US crude inventories shrank by 2.55m barrels. This
sent both the WTI and Brent up in tune to +0.7-0.8% d/d.

BOE maintained its bank rate at 5.25% in a 7-2 vote

e As widely, the Bank of England (BOE) kept its bank rate unchanged at 5.25%.
The vote split was 7-2, with 2 members continuing to call for a cut. Key
highlights from the statement include: 1) The bank maintained its forward
guidance, which has for some time signalled that “monetary policy needs to




be restrictive for an extended period of time.” 2) The bank discussed the
recent developments in services inflation. Although eased to 5.7% in May
(Mar: 6.0%), this was higher than BOE’s forecast at the time of the May
Report. 3) Among the 7 members who voted to hold, there was
disagreement over the level of accumulated evidence that would be required
to warrant a change in bank rate and their decisions were "finely balanced."
In this regard, some members wanted more evidence of diminishing inflation
persistence, while some said that the upside surprise in services inflation did
not alter significantly their view of a disinflationary trajectory. 4) As it is, OIS
is pricing in 2 rate cuts by the end of 2024.

Data this morning showed that consumer confidence continued with its
upward trend and rose to its strongest level in 2.5 years, although the
headline index remains negative as the cost-of living crisis continues to
batter household budgets. The GfK consumer confidence index also came in
stronger than expected at -14 in June (May: -17), suggesting that the
economy has turned a corner and is on track to eke out stronger growths in
the months ahead.

1- and 5Y lending rates were unchanged at 3.45% and 3.95% in China

As widely expected, the 1Y- and 5Y loan prime rates were unchanged at
3.45% and 3.95% respectively. Speaking at the 15th Lujiazui Forum, PBoC
Pan Gongsheng also pledged to continue with his accommodative stance
moving forward, and said that the central bank is looking into trading
government bonds in the secondary market to regulate liquidity and also
consider moving into a single short-term rate to guide markets or narrow the
corridor which market rates are allowed to fluctuate to provide a clearer
policy target.

US housing starts fell to its 4-year low, jobless claims lingered near its 10-
month high

Housing starts in May fell sharply to its lowest in 4 years, another sign of the
impact that high interest rates have had on builders and the housing market
in general. Starts slid 5.5% m/m in May after April's +4.1% m/m, while
forward looking indicator building permits suggests that housing activity will
remain sluggish going forward with the third monthly contraction (-3.8%
m/m vs -3.0% m/m). Both indicators were worse than consensus’ forecasts.
Signs of a cooling labour market remain prevalent with jobless claims
continuing to linger near its 10-month high and jobless claims higher than
expected. After 2 weekly increases, jobless claims fell 5k to 238k for the
week ended June 15 (June 8: +14k), while continuing claims rose at a smaller
pace of 15k to 1828k the week prior (June 1: +22k).

The Philadelphia Fed Business Outlook index unexpectedly edged lower but
remained positive at 1.3 in June (May: 4.5). This is the lowest reading since
January. Most future activity indicators remained positive but suggest less
widespread expectations for overall growth over the next six months.

Eurozone’s consumer confidence improved again but below long-term
average

Consumer confidence improved for the fifth month, albeit marginally to -
14.0 in June (May: -14.3). The index at this level, nonetheless, fell short of
consensus estimate and its long-term average, suggesting still soft consumer
spending going forwards.
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Australia’s composite PMI fell to its 5-month low

The composite S&P PMI pulled back in June but remains in expansionary
territory at 50.6 in June (May: 52.1). This is the lowest in 5 months and
forward-looking indicators like prices, suggest a slower pace of business
expansion going forward. The real weakness in the June report was in the
manufacturing sector (47.5 vs 49.7), as output and new orders fell back
towards the cyclical low, while service industry activity also pulled back
slightly but remained comfortably in the expansionary territory at 51.0 (May:
52.5).

Japan’s inflation accelerated, backing case for rate hike

Although below expectations, headline and core inflation accelerated to
2.8% y/y and 2.5% y/y in May (Apr: 2.5% and 2.2%) after the government
increased its renewable energy-related levies, a result that will back calls for
the BOJ to raise rates in the coming months. Factors driving the upticks were
energy costs, primarily electricity, while food prices moderated due to base
effects.

Hong Kong’s unemployment rate was unchanged at 3.0%

Unemployment rate held low and steady at 3.0% in May, and the labour
market should stay tight in the near term supported by steady economic
growth.

Continued growth in exports and imports affirmed improving outlook for
Malaysia

Exports saw extended albeit slightly softer growth of 7.3% y/y in May (Apr:
4+9.0% y/y), within our expectation but surpassed consensus estimates. A
closer look at the details showed the export performance was a tad mixed,
with acceleration in some and deceleration and even contraction in some
especially on the mining front, adding to signs of uneven recovery.
Meanwhile, import growth also pulled back slightly to 13.8% y/y in May (Apr:
+15.5% y/y), but nevertheless marked its 3rd straight month of double-digit
expansion, a sign of solid domestic demand. Trade surplus widened to
RM10.1bn in May (Apr: RM7.7bn), as a result of faster m/m increase in
exports (+11.8% m/m) compared to imports (+10.4% m/m).

Looking ahead, the world economy is expected to continue expanding at a
moderate pace, underpinned by a resilient US economy and added signs of
bottoming out in the Eurozone and UK economies. Sustained growth outlook
in the region is also expected to help cushion potential slowdown risks in
China in the wake of added signs of softening domestic demand given
ongoing housing debacle and trade restrictions with the West. Against a
backdrop of a stable world economy barring unforeseen materialization of
downside risks, we expect exports outlook for Malaysia to remain sanguine,
further reinforced by uptick in the global tech cycle and still elevated
commodity prices. We expect exports growth to pick up steam ahead, hitting
double-digit growth in the second half of the year, but overall contribution to
GDP growth is expected to be mitigated by tandem, if not stronger, recovery
in imports on the back of further expansion in domestic demand.

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
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USD/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
21-June 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%
EC HCOB Eurozone Manufacturing PMI (Jun P) 47.3
EC HCOB Eurozone Services PMI (Jun P) 53.2
UK S&P Global UK Manufacturing PMI (Jun P) 51.2
HK CPI Composite YoY (May) 1.10%
UK S&P Global UK Services PMI (Jun P) 52.9
US S&P Global US Manufacturing PMI (Jun P) 51.3
US S&P Global US Services PMI (Jun P) 54.8
US Leading Index (May) -0.60%
US Existing Home Sales MoM (May) -1.90%
22-June SI CPI YoY (May) 2.70%
MA Foreign Reserves $113.6b
UK CBI Trends Total Orders (Jun) -33
US Dallas Fed Manf. Activity (Jun) -19.4

Source: Bloomberg

)3 HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global
Markets

Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

HLMarkets@hlbb.hongleong.com.my



mailto:HLMarkets@hlbb.hongleong.com.my

$ HonglLeong Bank

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.




