Kenansa Economic Viewpoint

Global FX Monthly Outlook

Upside bias on US disinflationary story as ECB and BoE maintains hawkish stance

EUR (1.123) A

= The EUR has appreciated above the 1.12 level against the
USD for the first time since February 2022, primarily due to
the decline of the USD index below the 100.0 threshold amid Long Term*
lower-than-expected US June's inflation readings. The signs Q2-23 Q3-23F Q4-23F Q1-24F Q2-24F Q3-24F Trend
of growing disinflationary forces in the US, coupled with

hawkish European Central Bank (ECB) minutes, has helped
to support to the bloc's currency. GBPUSD 1270 1321 1339 1380 1414 1436 A

I Table 1: Currencies Outlook

EURUSD 1.091 1.132 1145 1180 1.210 1.228 A

= With the ECB suggesting that further interest rate increases
may be necessary, the EUR may continue to solidify its Short Term (Technical)
position against the USD towards the 1.13 level in the
coming weeks. Both the ECB and the Fed are expected to
raise rates by 25 bps in their July’s meetings. However, the ~ EURUSD 78076 1097 1105 1118 1073 1056 V¥
Fed is widely expected to adopt a slightly dovish stance and ~ GBPUSD 74.719 1279  1.288 1.306 1.246 1221 V
pause in its next meeting due to the slowdown in US price
pressures, while the ECB may continue to hike in September

RSI(14) EMA (21) R1 R2 s1 S2  Trend

Signal for Base Currency Trend = A Bullish Neutral V¥ Bearish
GBP (1.309) A *F=Forecasts for end of period
. . . Source: Kenanga Research, Bloomber:
= The GBP has continued to gain ground against the USD ga riose g
. . . RSI (14): 14-day Relative Strength Index
following a surprise 50 bps rate hike by the Bank of England Measures the speed and magnitude of a security's recent price changes to evaluate
(BoE). Furthermore, the recent decline in the USD, triggered overvalued or undervalued conditions. A reading of 75 or above indicates an overbought
. . . situation while a reading of 25 or below indicates an oversold condition.
by the lower-than-expected US core inflation reading has ) i
A . . EMA (21): 21-day Exponential Moving Average
helped to boost the GBP to its highest level in 15 months. EMA gives more weight to the most recent periods, places more emphasis on what has been
The pound has also been supported by the UK's better-than- happening lately. Old data points retain a multiplier even if they are outside of the selected

data series length.

expected May GDP figures and record-high wage growth.

= Growing market expectations of another 50 bps rate hike by
the BOE in August, coupled with a potential dovish tilt by the
Fed may support the GBP to strengthen further against the
USD. However, the market may closely monitor the release
of the UK's June inflation data before making any significant
moves. Any below-consensus reading may lead to a
reassessment of BoE’s hawkish outlook.

EMA = (P X a) + [Previous EMA X (1 — a)]

| Table 2: Key Macroeconomic Indicators (Latest Data)

10-year Government

Countries Inflation Rate (% YoY) Unemployment Rate (%) GDP (% QoQ) Interest Rate (%) Bond Yield (%)
Euro area 5.5 (May: 6.1) 6.5 (Apr: 6.5) 0.1 (4Q22: -0.1) 4.00 3.24 (end-Jun: 3.22)
United Kingdom 8.7 (Apr: 8.7) 4.0 (Apr: 3.8) 0.1(4Q22: 0.1) 5.00 4.44 (end-Jun: 4.39)

Source: Kenanga Research, Bloomberg

| Graph 1: Monthly Global FX Indices Trend
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I Graph 2: Monthly Performance of Core Pairs (EUR)* I Graph 3: Monthly Performance of Core Pairs (GBP)*
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Source: Kenanga Research, Bloomberg Source: Kenanga Research, Bloomberg
*Start date: 15 June, End date: 14 July *Start date: 15 June, End date: 14 July

| Table 3: Key Major Data Release And Policy Announcement for the Month

Date Country Indicator Previous Consensus/Forecast

18/7/2023 us Retail Sales (JUN) 0.3% MoM 0.5% MoM
19/7/2023 UK Inflation Rate (JUN) 8.7% YoY 8.2% YoY
211712023 UK Retail Sales (JUN) 0.3% MoM 0.2% MoM
271712023 us Fed Interest Rate Decision 5.25% 5.50% (25 bps hike)
271712023 EA ECB Interest Rate Decision 4.00% 4.25% (25 bps hike)
271712023 us GDP Growth Rate Advance (Q2) 2.0% QoQ N/A
28/7/12023 us Core PCE Price Index (JUN) 0.3% MoM N/A
31/7/2023 EA GDP Growth Rate Flash (Q2) -0.1% QoQ N/A
31/7/2023 EA Inflation Rate Flash (JUL) 5.5% YoY N/A
3/8/2023 UK BoE Interest Rate Decision 5.00% 5.25% (25 bps hike)
4/8/2023 us Non Farm Payrolls (JUL) 209.0k N/A
10/8/2023 us Core Inflation Rate (JUL) N/A N/A
11/8/2023 UK GDP Growth Rate Preliminary (Q2) 0.1% QoQ N/A
11/8/2023 us PPI (JUL) N/A N/A
11/8/2023 us Michigan Consumer Sentiment Preliminary (AUG) N/A N/A
15/8/2023 UK Unemployment Rate (JUN) 4.0% N/A

Source: Kenanga Research, Trading Economics, Bloomberg

For further information, please contact:

Wan Suhaimie Wan Mohd Saidie Muhammad Saifuddin Sapuan Afiq Asyraf Syazwan Abd. Rahim Zalman Basree
Head of Economic Research Economist Economist Economist
wansuhaimi@kenanga.com.my saifuddin.sapuan@kenanga.com.my afigasyraf@kenanga.com.my zalman@kenanga.com.my

This document has been prepared for general circulation based on information obtained from sources believed to be reliable but we do not make
any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the specific
investment objectives, financial situation and the particular needs of any specific person who may read this document. This document is for the
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Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any solicitations of an offer
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