$ HonglLeong Bank

24 June 2024

Global Markets Research
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24 June: June PMis signal divergence in growth outlook

Acceleration in US Composite PMI; neutral for Japan; deterioration for the Eurozone and UK
US leading index and home sales fell less than expected; USD strengthened against G10 peers
UK retail sales boosted by warm weather; but GBP struggled and closed slightly weaker

e The equity markets closed mixed on Friday, with Nvidia giving back some of its Key Market Metrics

recent gains and weighing on both the S&P 500 and Nasdaq (-0.2% d/d). The Level did (%)
Dow Jones Industrial Average was the outperformer, eking out a meagre gain  Equities
of less than 0.1% d/d each but trading overall was volatile due to triple Dow Jones 39,150.33 0.04
watching. Investors were also monitoring economic prints released during the  sgp 500 5,464.62 -0.16
day, with data showing home sales falling again while business activity naspaq 17,689.36 -0.18
continued to grow rapidly during the month, both better than expected. Stoxx Eur 600 515.11 .0.73
Elsewhere, the Stoxx Eur 600 traded down 0.7% d/d after Eurozone’s .. .49 8237.72  -0.42
preliminary PMI showed that the economy slowed in June. Asian markets also Nikkei 225 38,506.47 -0.09
closed mostly in the red and equity futures indicate further losses today. cs1 300 3,495.62 e
Treasuries closed with small gains and yields fell between 0-1bps across the S— 18,028.52 T
curve, to 4.73% for the 2Y and 4.26% for the 10Y. With the exception of the UK
and French bonds, 10Y European bond vyields also slid 0-8bps as weak Straits Times 3,306.02 o
European PMI amplified rate cut bets. L ED Bart s Sk
DXY rallied to its session high of 105.92 before retreating to close at 105.80
(+0.2% d/d), tracking the Treasury yields. All G10 and most regional currencies EX
depreciated against greenback, save for the THB, INR and CNH. Leading losses ~ Dollarindex 105.80 0.20
against greenback were JPY, CHF and AUD (-0.2 to -0.6% d/d) amongst G10  EUR/USD 1.0693  -0.08
and KRW and TWD on the regional front (-0.2 to -0.3% d/d). MYR depreciated = GBP/USD 1.2645 -0.09
slightly by 0.1% d/d to close at 4.7127. USD/IPY 169.80 0.55
The rally in crude oil prices fizzled out and WTI and Brent fell 0.6-1.8% d/d  aubp/usD 0.6641 -0.23
amidst the stronger Dollar. Nonetheless, four refineries in southern Russia  ysp/cNH 7.2905 -0.01
were targeted, a reminder of the ongoing geopolitical tension, which could USD/MYR 4.7127 0.07
keep prices elevated. According to the Russian Defense Ministry, 70 drones USD/SGD 1.3549 0.04
were intercepted and destroyed over Crimea and the Black Sea and 43 over
the Krasnodar region. Commodities
. . . . . WTI ($/bbl) 80.73 -1.75
S&P PMls suggest a pick-up in US economic activity, stalled growth in Japan
and deterioration for the UK and Eurozone in June B 2024 08
. X . ) Gold ($/0z) 2,316.40 -1.59
US flash composite PMI (54.6 vs 54.5) signals the fastest economic expansion
for over two years in June and better than what consensus had anticipated, Copper ($5/MT) g -1.78
hinting at an encouragingly robust end to 2Q and one that is broad-based. Aluminum($/MT) 2513.50  -032
3,969.00 -0.08

Although led by the services sector (55.1 vs 54.8) reflecting strong domestic
spending, the expansion was also supported by an ongoing recovery in the
manufacturing sector (51.7 vs 51.3). The survey also brings welcome news in
terms of job gains, with a renewed appetite to hire driven by improved
business optimism.

On the flip side, instead of moving closer to expansionary territory, the flash
Eurozone Manufacturing PMI unexpectedly weakened to 45.6 in June (May:
47.3). This setback was compounded by the fact that new orders fell at a much
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faster rate than in May, suggesting that a recovery may be further off than
initially expected. The services sector continued to keep the Eurozone afloat at
52.6 (May: 53.2), but this also fell short of street estimates and parallel to this,
service providers were a bit more reserved when it came to increasing their
staffing levels.

In the UK, the flash composite S&P PMI (51.7 vs 53.0) unexpectedly slowed in
June, as a softer than expected services sector (51.2 vs 52.9) offset a stronger
than expected manufacturing PMI (51.4 vs 51.2). The slowdown in part reflects
uncertainty around the business environment in the lead up to the general
election, with many firms reluctant to make decisions pending clarity on
various policies, while, from an inflation perspective, stubbornly persistent
service sector inflation remains evident.

The expansion in the private sector stalled in Japan, as reflected by the neutral
50.0 composite reading in June (May: 52.6). Despite this, underlying PMI offers
glimpses of positive news, with the manufacturing output (50.5 vs 49.7)
returning to growth for the first time since May 2023, while the dip in the
services sector (49.8 vs 53.8) was partially attributable to labour constraints.
More concerning, however, was the pressure on margins for Japanese firms.

US Leading Index and home sales fell again but was above forecasts
Economic data released over the US was softer but better than consensus had
estimated, does not signal a recession but suggests that real GDP growth will
slow further in 2Q-3Q as elevated inflation and high interest rates continue to
weigh on consumer spending and the housing market. The Leading index (LEIl)
fell again in May by 0.5% (Apr: -0.6%), while the Index’s six-month growth rate
remained firmly negative at -2.0%, narrowing from -3.4% previously. The
decline in the LEl was driven primarily by a decline in new orders, weak
consumer sentiment about future business conditions and lower building
permits.

In the housing market, existing home sales fell 0.7% m/m to 4.11m in May,
narrowing from -1.9% m/m previously while y/y sales dipped 2.8%. Partially
contributing to the lower sales during the month was the highest price ever
recorded (+5.8% y/y to $419.3k) and as such, more inventory coming into
home and is expected to tame home prices and support home sales in the
upcoming months.

Warm weather boosted retail sales for the UK

Retail sales rose more than expected and at its strongest pace since January at
2.9% m/m in May, rebounding sharply from the 1.8% m/m fall in April when
heavy rain kept shoppers away. Sales rose across the board, led by strong
monthly growth for clothing & footwear retailers, furniture stores as well as
sports equipment, games & toys stores. Retailers reported improved footfall
due to the better weather, and the impact of promotions on sales.

In our opinion, the strong discretionary spending, improved consumer
confidence as well as high wage growth all bodes well for overall consumption
growth as well as GDP for the month of May as well as going forward. Taylor
Swift's Eras Tour could also provide a temporary blip in sales for the months of
June and August, mirroring Australia and Singapore.

FDI into China continues to fall for the 12" month

Foreign direct investment into China fell for the 12" consecutive month in May
(YTD: -28.2% y/y), underscoring Beijing’s struggle to improve its appeals to
overseas investors to boost growth. The Ministry of Commerce, nonetheless,
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attributed this to higher base effect and reiterated authorities’ increased
efforts to attract FDI since the beginning of the year, but we expect this to be
challenging amidst the ongoing tension between Beijing and US as well as EU.

Hong Kong’s inflation remained tame at +1.2% y/y

Inflation remained modest in May, although it picked up slightly to +1.2% y/y
(Apr: +1.1% vy/y) as prices of meals out and takeaway food continued to
increase at a relatively fast pace, while those of basic food were virtually
unchanged. Prices of energy-related items decreased markedly further while
price pressures on other major components remained broadly in check. The
inflation rate was below consensus forecast and should stay contained in the
near term as external price pressures should continue to stay on a broad
moderating trend. Domestic cost pressures may, nonetheless, accelerate as

the economy continues to grow.

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 1.05-1.08 1.06 1.05 1.06 1.06
GBP/USD 1.25-1.28 1.24 1.22 1.23 1.24
usb/JpY 155-161 152 149 146 143
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 1.34-1.37 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
Source: HLBB Global Markets Research
Up Next
Date Events Prior
24-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
25-June JN PPI Services YoY (May) 2.80%
AU Westpac Consumer Conf Index (Jun) 82.2
MA CPI YoY (May) 1.80%
HK Exports YoY (May) 11.90%
US Philadelphia Fed Non-Manufacturing Activity (Jun) -0.6
US Chicago Fed Nat Activity Index (May) -0.23
US FHFA House Price Index MoM (Apr) 0.10%
US S&P Corelogic CS 20-City MoM SA (Apr) 0.33%
US Conf. Board Consumer Confidence (Jun) 102
US Richmond Fed Manufact. Index (Jun) 0
US Richmond Fed Business Conditions (Jun) -9
US Dallas Fed Services Activity (Jun) -12.1

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.




