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23 July: PBoC cut its policy rate to support the economy

CNH weakened after PBoC’s rate cut; shift to a new policy benchmark to guide markets
Tech stocks drove the rebound in stock markets; Ryanair’s plunge flags consumers’ cautiousness
US treasuries and DXY closed with modest loses as the FOMC entered the blackout period

e Powered by rebound in Nvidia and tech stocks, the Dow, S&P 500 and Key Market Metrics

Nasdaq rallied in tune to 0.3-1.6% d/d overnight. Nvidia popped 4.8% d/d, Level did (%)
recovering some of its pull-back the prior week due to the IT outage and  Equities

rotational plays. Other major tech stocks such as Meta Platforms and Dow Jones 40,415.44 0.32
Alphabet also rose more than 2.0% d/d but CrowdStrike was the worst sgp 500 5,564.41 1.08
performer in the S&P 500, plunging 13.5% d/d. Despite the tech's strong NASDAQ 18,007.57 1.58
gains, small-cap stocks held up and the Russell 2000 closed up 1.7% d/d. Stoxx Eur 600 514.79 0.93
Overnight gain followed President Biden’s announcement that he was ¢t 409 8,198.78 0.53
ending his presidential run, a move that saw little consensus on how it will Nikkei 225 39,599.00 116
affect the markets in the near term. S 351493 -068
Similarly, Stoxx Eur 600 also closed 0.9% d/d higher in Europe, with NI — 17,635.88 e
technology and banking stocks outperforming while travel and leisure were

the laggards. Sentiment for the latter was weighed down by the more than Straits Times 347,28 030
17% d/d plunge in Ryanair shares, after the airline cut its outlook for ticket ~ K-¢! 30 R
prices during the summer months, a sign that consumers are growing more

cautious. On the other hand, Asian markets mostly fell after the PBoC EX

unexpectedly cut its policy rates, but is expected to follow futures and Wall ~ Dollarindex 104.31 0.08
Street’s rebound when they open this morning. EUR/USD ko e
The global bond market closed with modest losses, with Treasury yields 1- GBP/USD 12933 015
3bps higher across the curve and 10Y European bond yields gaining between  USD/IPY 167.04 -0.28
1-4bps, save for the Norwegian, Swedish and Italian sovereign bonds. AUD/USD 0.6643 -0.63
DXY traded within a narrow range and was marginally underwater at 104.31  USD/CNH 7.2961 0.15
(-0.1% d/d) as investors remained cautious after Biden’s announcement. G10  ysp/myR 4.6820 -0.08
and regional currencies closed mixed against the Dollar, with the JPY leading  ysp/sgp 1.3460 0.05
gains against USD on both fronts (+0.3% d/d) despite talks that BOJ officials

see weak consumer spending complicating their potential rate hike decision. G iti

GBP and EUR also strengthened by 0.1-0.2% d/d against the greenback, the ($/bbl) 79.78  -0.44
latter after ECB’s P?ter Kazin?ir commented that mlarket bets of 2 mo.re rate Brent ($/bbl) 8240  -0.28
cuts this year aren’t fully misplaced, but shouldn’t be taken as a given or Gold ($/02) 2,394.70 o

baseline. The AUD (-0.6% d/d) led laggards amongst the G10, weighed down
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2,299.50 -2.21

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

CPO (RM/tonne)

Source: Bloomberg, HLBB Global Markets Research
* Dated as of 19 July for CPO

by the retreat in global industrial metal prices and growth concerns over
China. Closer to home, CNH weakened 0.2% d/d after the PBoC unexpectedly
delivered the 10bps rate cut, SGD was also 0.1% d/d weaker at 1.3460 but
MYR strengthened 0.1% d/d to 4.6820.

e  While oil prices fell 0.3-0.4% d/d overnight, traders are monitoring signs that
the blast of heat across the Alberta oil field could trigger a wave of wildfires,
potentially disrupting oil production.

4,007.50 0.38

PBoC cut its short-term policy rate to support the economy
e The People’s Bank of China (PBoC) cut the 7-day reverse repo rate by 10bps




to 1.7%, marking a shift towards a new policy benchmark to guide markets.
In tandem with this, commercial banks also followed suit and lowered the 1Y
and 5Y lending rates by 10bps each to 3.35% and 3.85% respectively.
According to the central bank, the latest move aims to optimise the open
market operation mechanism and increase financial support for the
economy.

Economic growth decelerated in the Chicago region

Although better than expected, the Chicago Fed National Activity Index
(CFNAI) decreased to +0.05 in June from +0.23 in May, suggesting that
economic growth in the region softened during the month. Three of the four
broad categories of indicators weakened (with the exception of the personal
consumption and housing category) and three categories made negative
contributions.

Hong Kong’s CPI accelerated but underlying inflation remains mild

Inflation unexpectedly accelerated to 1.5% y/y in June (May: 1.2% y/y), with
the larger increase during the month mainly due to the decrease in the
Government's electricity charges subsidy and thus stripping this, underlying
inflation remained steady and modest at 1.0% y/y. Prices of meals out and
takeaway food gathered pace, while those of basic food saw modest
increases. Prices of energy-related items continued to decrease visibly, while
price pressures on other major components remained broadly in check.
Moving forward, overall inflation is expected to stay mild with upward risks
stemming from stronger domestic demand and uncertainties from the
ongoing geopolitical tension.

Malaysia’s foreign reserves fell $0.5bn in 1H of July

Foreign reserves fell $0.5bn in the first half of July to $113.3bn as of 15-July.
This is compared to a drop of $0.3bn in 2H of June, which has taken into
account the foreign exchange revaluation changes for the quarter. The
current reserves position is sufficient to finance 5.4 months of imports of
goods and services, and is 1.0 times of the total short-term external debt.

House View and Forecasts

FX This Week 3Q-24 4Q-24 1Q-25 2Q-25
DXY 103-106 104.28 102.71 101.69 100.67
EUR/USD 1.07-1.10 1.08 1.09 1.08 1.06
GBP/USD 1.28-1.31 1.28 1.29 1.28 1.28
UsD/JPY 154-160 158 155 151 148
AUD/USD 0.65-0.69 0.67 0.68 0.69 0.69
USD/MYR 4.64-4.69 4.66 4.60 4.54 4.50
USD/SGD 1.33-1.36 1.34 1.33 1.32 1.30
Rates, % Current 3Q-24 4Q-24 1Q-25 2Q-25
Fed 5.25-5.50 5.25-5.50 5.00-5.25 4.75.-5.00 4.50-4.75
ECB 3.75 3.50 3.25 3.00 2.75
BOE 5.25 5.00 4.75 4.50 4.25
BOJ 0-0.10 0.10-0.20 0.10- 0.20 0.20- 0.30 0.20-0.30
RBA 4.35 4.35 4.35 4.10 3.85
BNM 3.00 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research
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Up Next

Date Events Prior

23-Jul SI CPI YoY (Jun) 3.10%
US Philadelphia Fed Non-Manufacturing Activity (Jul) 2.9
EC Consumer Confidence (Jul P) -14
US Richmond Fed Manufact. Index (Jul) -10
US Richmond Fed Business Conditions (Jul) -11
US Existing Home Sales MoM (Jun) -0.70%

24-Jul AU Judo Bank Australia PMI Mfg (Jul P) 47.2
AU Judo Bank Australia PMI Services (Jul P) 51.2
JN Jibun Bank Japan PMI Mfg (Jul P) 50
JN Jibun Bank Japan PMI Services (Jul P) 49.4
MA CPI YoY (Jun) 2.00%
EC HCOB Eurozone Manufacturing PMI (Jul P) 45.8
EC HCOB Eurozone Services PMI (Jul P) 52.8
UK S&P Global UK Manufacturing PMI (Jul P) 50.9
UK S&P Global UK Services PMI (Jul P) 52.1
US MBA Mortgage Applications 0.70%
US Advance Goods Trade Balance (Jun) -$100.6b
US S&P Global US Manufacturing PMI (Jul P) 51.6
US S&P Global US Services PMI (Jul P) 55.3
US New Home Sales MoM (Jun) -11.30%

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.




