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27-June: Rate hikes and recession fear eased

US stocks snapped three-week losing streak last Friday
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Dollar losing some strength; yields edged up as investors ditched safe assets

Hawkish Bullard played down recession concerns

US stocks rallied last Friday and closed out the week on a higher note after
registering three consecutive weekly losses since early June. US main benchmarks
rose 2.7-3.3% on Friday as the most hawkish member of the FOMC, James
Bullard, played down recession fear, citing healthy US consumers. This was
despite the fact that Fed dove Mary Daly said she favoured a 75bp rate hike at
the next July FOMC meeting, joining a number of officials that voiced out their
preference for a more aggressive tightening to curb the US’ 40Y high inflation.
For the week, the Dow rose 5.4% while the S&P 500 gained 6.5%. NASDAQ
outperformed at +7.5%.

Treasury yields rebounded on Friday as investors sold bonds for risk assets. UST
yields rose 4-6bps across the curve. The benchmark 2Y UST yield picked up S5bps
to 3.07% while the 10Y yield rose 4bps to 3.14%.

The dollar depreciated against all G10 currencies except the JPY which traded
0.2% lower amid a loss in appetites for safe haven assets. The NOK (+1.3%) was
the best performing currency in the G10 basket, amid a rally in commodity
currencies. CAD, AUD and NZD all traded higher by 0.7-0.8% against the
greenback. Meanwhile, the EUR rose modestly by 0.3% while the GBP was little
changed. The dollar index erased 0.2% at 104.19 and snapped a three-week
winning streak by recording a weekly loss of 0.5%.

Oil rebounded on improved risk sentiment. Brent crude settled 2.8% higher at
$113.12/barrel and WTI closed 3.2% higher at $107.62/barrel.

US new home sales rose for the first time this year; consumer sentiment fell to
record low:

New home sales in the US rebounded by 10.7% m/m in May, besting the estimate
of -0.2%. The April number was also revised higher to reflect a smaller 12.0% m/m
decline (vs -16.6% in the first estimates). May reading was the first increase for
new home sales this year, as the housing market grapples with higher interest
rates and lean inventory as a result of supply chain constraint.

The University of Michigan Consumer Sentiment Index slipped to a record low of
50 in June (May: 58.4) as consumers blamed inflation for eroding their living
standards and expected bad times in the year ahead for business conditions.

UK retail sales fell in May:

Retail sales in the UK fell 0.5% m/m in May while April’s sales were revised sharply
lower to show a modest 0.4% gain (down from initially estimated 1.4% increase).
Sales of household goods came down at a pretty steep rate of 2.3% m/m, marking
its second negative month while sales of auto fuel were up by 1.1% m/m.
Excluding fuel sales, retail sales declined by 0.7% m/m (Apr: +0.2%). Headline
sales were 4.7% y/y lower compared to a year ago, highlighting the impact of
inflation on UK consumer spending. A separate GfK consumer sentiment report

Key Market Metrics

Level did (%)
Equities
Dow Jones 31,500.68 2.68
S&P 500 3,911.74 3.06
NASDAQ 11,607.62 3.34
Stoxx Eur 600 412.93 2.62
FTSE 100 7,208.81 2.68
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showed that confidence fell to a record low in June amid deteriorating personal
finance assessment.

Singapore’s industrial production picked up in May:

e Industrial production growth in Singapore surprised at the upside at 10.9% m/m,
higher than the consensus forecast of 2.8% and April reading of 2.1%. This in turn,
translates to a higher 13.8% y/y growth (Apr: +6.4%), driven by higher production
of electronics (+33.6% y/y).

Malaysia’s CPI inflation rose higher in May:

e Headline CPI picked up steam for the second straight month, to 2.8% y/y in May.
This came in above ours as well as market consensus estimates of 2.6% and 2.7%
y/y respectively. The pick-up was broad-based across food and non-food
categories, as well as services, adding to signs inflationary pressure is not only
building up but also becoming more widespread in the system.

e The overall inflation outlook is expected to see further upside going into 3Q,
further boosted by the removal of price ceilings on chicken and eggs, as well as
the removal of subsidies on certain cooking oil products. Based on our estimate,
overall CPI for the full year could potentially increase 0.3-0.4ppt to 3.0%,
depending on the extent of the cost pass-through, coming in at the higher end of
BNM'’s official forecast range of 2.2-3.2%.

House View and Forecasts

FX This Week 2Q-22 3Q-22 4Q-22 1Q-23
DXY 103-106 106.00 108.00 105.00 103.00
EUR/USD 1.04-1.06 1.02 1.00 1.01 1.03
GBP/USD 1.22-1.24 1.21 1.20 1.22 1.24
AUD/USD 0.67-0.70 0.69 0.68 0.69 0.70
usD/JPY 134-137 133.00 135.00 133.00 132.00
USD/MYR 4.39-4.42 4.38 4.40 4.38 435
USD/SGD 1.38-1.40 1.39 1.40 1.38 1.37
Rates, % Current 2Q-22 3Q-22 4Q-22 1Q-23
Fed 1.50-1.75 1.50-1.75 2.50-2.75 3.00-3.25 3.00-3.25
ECB -0.50 -0.50 0.00 0.50 0.50
BOE 1.25 1.25 2.00 2.00 2.00
RBA 0.85 0.85 1.60 1.60 1.60
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
BNM 2.00 2.00 2.50 2.75 2.75

Source: HL Bank

Up Next

Date Events Prior

27/06  CN Industrial Profits YoY (May) -8.5%
HK Exports YoY (May) 1.1%
US Durable Goods Orders (May P) 0.5%
US Cap Goods Orders Nondef Ex Air (May P) 0.4%
US Pending Home Sales MoM (May) -3.9%
US Dallas Fed Manf. Activity (Jun) -7.3

28/06  US Advance Goods Trade Balance (May) -$106.7b
US Wholesale Inventories MoM (May P) 2.2%
US FHFA House Price Index MoM (Apr) 1.5%
US S&P CorelLogic CS 20-City YoY NSA (Apr) 21.17%
US Conf. Board Consumer Confidence (Jun) 106.4
US Richmond Fed Manufact. Index (Jun) -9.0

Source: Bloomberg
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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
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investment results. Recipients should seek the advice of their independent financial advisor before taking any investment decision based on any recommendations
that may be contained in this report. Any recommendation that may be contained in this report does not consider the specific investment objectives, financial
situation, suitability and the particular needs of a particular customer. This report is for the information of the addressee only and is not to be taken in substitution
for the exercise of judgment by the addressee who should obtain separate independent legal or financial advice.

Past performance does not always indicate future performance or future results. The value of any investment or income from any investment may go up as well
as down. All investments involve an element of risk including the potential to lose the entire amount that is invested.

HL Bank may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HL Bank endorses, recommends
or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HL Bank 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, copied, duplicated or passed on to any other person or published, in part or in whole, for any purpose, without the prior,
written consent of HL Bank. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons into whose possession this
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limitations contained in this report.
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