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Global Markets Research

Daily Market Highlights
Key Takeaways

Malaysia \7

> Overnight economic releases turned out to be a mixe  d bag, positive in the us ¢

US, UK and Japan but softer in EU, Australia, Singa pore and Malaysia. US EU *

PPI quickened more than expected to 3.1% YOY in November while core PPI UK ¢

sustained a 2.4% YOY increase, reflecting firm underlying prices in the system. Japan 0\

Reports also showed inflationary pressure remains firm in the UK, spurred by a Singapore 4

weaker sterling although there are signs the current uptick in inflation is plateauing. Australia *
> In terms of business sentiments, investors turned m ore upbeat in the US but

less optimistic in Eurozone and Australia over economic conditions and Wha‘[’s Com|ng Up Next

outlook in the next six months. Singapore consumers also remain cautious as

they spent less on auto, food & beverages, and furniture & household equipment. Major Data

While the services industry in Japan rebounded more than expected, its wholesale > US MBA mortgage applications, CPI

and retail trade component indeed declined, adding on to concerns of the health > UK ILO jobless rate , employment change, jobless claims change

of the consumer sector. > Japan core machine orders

» Australia HIA new home sales, Westpac consumer confidence
> Back home, IPI growth lost traction for the 2 "d consecutive month , increasing

by 3.4% YQY in October (Sept: +4.7% YOY), its slowest pace in 13 months. Major Events

Slower growth in manufacturing (both domestic- and export-oriented) and mining > FOMC policy decision
far outweighed the pick-up in electricity output. Going forward, back to back

moderation in IPI gain offered telltale sign of mod  eration ahead.

Daily Supports — Resistances (spot prices)*

> USD traded mixed against the G10s with weaknesses noted against the
commodity and Nordic majors. The Dollar Index closed 0.25% higher at 94.10 as S2 s1 Indicative R1 R2 Outlook
the release of stronger than expected PPl spurred optimism over Fed policy
normalization beyond 2017. USD has turned slightly bullish  following positive

EURUSD 1.1689 1.1718 1.1745 1.1770  1.1806 3N

US data. Yesterday’'s higher close has strengthened positive momentum in the USDJPY 1311 11344 113.52 113.86 114.00 2
Dollar Index, paving the way for further move higher to 94.28 next. Caution that a GBPUSD 13286 1.3305  1.3317 1.3435  1.3450 N
less hawkish than expected Fed could dampen USD strength and push DXY back AUDUSD 0.7503 0.7548 0.7565 0.7576 0.7590 2
PS50 EURGBP 08776 08811 0.8819  0.8834  0.8843 2
> MYR closed 0.05% weaker at 4.0785 against the USD as the pair climbed
steadily from a lower opening, driven by rising risk aversion as FOMC meeting USDMYR  4.0636  4.0731 4.0795 40816 4.0883 2
approaches. The local unit traded mixed against G10s, weaker against commodity EURMYR 47749 47837  4.7898 4.7975  4.8000 N
majors. Today, expect MYR to continue trade on a slightly softern  ote amid a JPYMYR 3.5882 3.5895 3.5929 3.5956  3.6030 a3
firmer greenback pending FOMC announcement early tomorrow morning (2am GBPMYR 54245 54301 5.4315 54393 54513 N
Malaysian time). Technically, positive momentum indicator has picked up, adding
to signs of a potential upward move in USDMYR to 4.0929 but given that the trend SGDMYR  3.0120  3.0148 3.0157 30172 3.0233 3
is still in deep bearish territory, we reckon that advances may be shallow and brief. AUDMYR  3.0764 30822  3.0864 3.0922  3.0955 2
NZDMYR  2.8197 2.8239 2.8320 2.8363  2.8394 3
> SGD fell 0.04% to 1.3521 against USD in US trading session and weakened
against most G10s. Expect a slightly bearish SGD against a firmer USD. USDSGD  1.3479  1.3506 13523 13530 1.3542 »
USDSGD remains technically bullish and still on track to break 1.3530 and test
1.3542 next. Bypassing this exposes a move to 1.3575. EURSGD  1.5842  1.5864 1.5881 1.5902 1.5931 N
GBPSGD  1.7970 1.7992 1.8017 1.8032 1.8045 3
AUDSGD  1.0203 1.0218 1.0233 1.0247 1.0258 2

*at time of writing
2 = above 0.1% gain; N = above 0.1% loss; = = less than 0.1% gain / loss

Last Price DoD % YTD % Name Last Price DoD % YTD %
KLCI 1729.6 0.6 5.4 CRB Index 183.4 | -1.12 [l -7
Dow Jones Ind. 24504.8 0.5 24.0 WT]I oil ($/bbl) 57.1 | -1.47 6.4
S&P 500 2664.1 0.2 19.0 Brent oil ($/bbl) 63.3 | -2.09 1.5
FTSE 100 7500.4 0.6 5.0 Gold (S/oz) 1244.6 0.20 8.1
Shanghai 32808 -1.2 5.7 CPO (RM/tonne) 2382.5 | 171 [ -255
Hang Seng 28793.9 |:| -0.6 30.9 Copper ($/tonne) 6670.0 1.51 20.5
STI 3465.5 0.1 20.3 Rubber (sen/kg) 463.0 | -1.28 [ -28.2

Source: Bloomberg
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Economic Data

MY industrial production

US PPl YOY

US NFIB small biz optimism
EU ZEW expectations

UK CPI YOY

UK PPI YOY

UK RPI'YOY

JP tertiary industry index

SG retail sales

AU NAB business confidence
AU NAB business conditions
NZ REINZ house sales YOY

For
Oct
Nov
Nov
Dec
Nov
Nov
Nov
Oct
Oct
3Q
3Q
Nov

Actual
3.4%
3.1%
107.5
29.0
3.1%
3.0%
3.9%
0.3%
-0.1%
6
12
-8.9%

Last
4.7%
2.8%
103.8
309
3.0%
2.8%
4.0%
-0.2%
-0.6%
9
21
-15.8%

Survey
4.1%
2.9%
104.0
3.0%
3.0%
4.0%
0.2%
1.0%

Source: Bloomberg

» Macroeconomics

US data surprised on the upside. PPl quickened more than expected to
3.1% YOY in November (Oct: +2.8% YOY), its highest in nearly six years,
as a result of higher energy prices. Ex-energy and food, PPI sustained a
2.4% YQY increase, reflecting firm underlying prices in the system.
Another release showed small businesses turned more optimistic about
future outlook. The NFIB small business optimism index rose more than
expected to 107.5 in November, touching its highest level in 3.5 decades
as business owners turned more upbeat about business conditions and
sales prospects in the next six months. Continuous improvement in US
data shall pave the way for continuous policy normalization by the Fed.
All eyes will be on tonight's quarterly projection and policy rhetoric for
more clues on the pace and timing of further rate increases next year.

Eurozone ZEW expectations pulled back a little to 29.0 in December, but
remained elevated as investors remained upbeat over the growth outlook
of the euro region as recent data flow continues to suggest growth in the
region is picking up steam.

UK price reports signaled inflationary pressures continued to pick up in
November, CPI ticked a notch higher to its 5-year high at 3.1% YOY in a
surprised move while PPI rose 0.2ppt to 3.0% YOY as expected. RPI
pulled back a tad to 3.9% YQOY but remained elevated at close to a 6-
year high, taking the hit from a weaker sterling post-Brexit vote.

Back in Asia, tertiary industry index rebounded more than expected by
0.3% MOM in October, halting two months of contraction and marked its
best gain in six months, led by gains in ICT services while the declines in
wholesale and retail trade exerted a drag and casted doubts over health
of the consumer sector.

In neighbouring Singapore, retail sales disappointed with another month
of decline in October. Retail sales posted its first back-to-back fall since
Jun-14, contracting 0.1% YOY in October, dragged by extended declines
in auto, food & beverages, as well as furniture & household equipment.
This added to concerns consumer spending remained weak, still taking
the hit from a soft labour market.

Down under, Australia business confidence and conditions pulled back
rather sharply in 3Q, pointing to a still soft business landscape and
sentiments that is expected to translate into softer economic growth
ahead. The confidence index slipped from 9 to 6 in 3Q while the current
condition index plunged from 21 to 12 during the quarter.

In New Zealand, REINZ house sales extended its decline for the 17t
straight month, albeit at a slower pace of 8.9% YOY in November. This
stemmed from reduced confidence following the new government
measures to ban sales of existing homes to foreigners starting next year.

Back home, IPI growth lost traction for the 2" consecutive month,
increasing by 3.4% YQY in October (Sept: +4.7% YOY), its slowest pace
in 13 months. Slower growth in manufacturing (both domestic- and
export-oriented) and mining far outweighed the pick-up in electricity
output. Going forward, back to back moderation in IPI gain offered telltale
sign of moderation ahead. The sharp deceleration in domestic-oriented
sector raised concern of growth sustainability in domestic demand going
forward. If that materializes, it would leave growth more susceptible to
external factors. Meanwhile, there are nothing to suggest the external
environment is turning south in the foreseeable future, hence we are
maintaining our full year growth projection at 5.7% for 2017.
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Economic Calendar Release Date

Country Date Event Reporting Period Survey Prior Revised
us 12/13 MBA mortgage applications Dec 8 - 4.7% -
CPI YOY Nov 2.2% 2.0% -
12/14 FOMC rate decision Dec 13 1.25-1.50% 1.00-1.25% -
Initial jobless claims Dec 9 236k 236k --
Retail sales MOM Nov 0.3% 0.2% --
PMI manufacturing Dec P 53.9 53.9 --
PMI services Dec P 55.0 54.5 -
Eurozone 12/13 Industrial production MOM Oct 0.0% -0.6% -
12/14 PMI manufacturing Dec P 59.7 60.1 -
PMI services Dec P 56.0 56.2 --
ECB main refinancing rate Decl4 0.0% 0.0% --
UK 12/13 Jobless claims change Nov - 1.1k -
ILO unemployment rate 3months Oct 4.2% 4.3% -
Employment change 3M/3M Oct -40k -14k --
12/14 RICS house price balance Nov 0% 1% -
Retail sales incl auto MOM Nov 0.4% 0.3% -
BOE bank rate Dec 14 0.5% 0.5% -
BOE asset purchase target Dec 14 £435b £435b -
Japan 12/13 Core machine orders YOY Oct -3.4% -3.5% -
12/14 Nikkei PMI manufacturing Dec P - 53.6 -
Industrial production MOM Oct F - -3.0% -
China 12/14 Retail sales YOY Nov 10.3% 10.0% -
Fixed asset investment YTD YOY Nov 7.2% 7.3% -
Industrial production YOY Nov 6.1% 6.2% --
Australia 12/13 HIA new home sales MOM Oct - -6.1% -
Westpac consumer confidence index Dec - 99.7 -
12/14 Employment change Nov 19.0k 3.7k -
Unemployment rate Nov 5.4% 5.4% -

Source: Bloomberg
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FX Table

Name
EURUSD
USDJPY
GBPUSD
AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR

Last Price

1.1742 DIII -0.23

Source: Bloomberg

113.55
1.3318
0.7558
0.8816

4.0785
4.8059
3.5948
5.4432
3.0188
3.0864
2.8352

DoD %

| -0.01
A 017
0.43

I -007

0.05
-0.07
| 003
0 -014
0.03
052
0.41

Hgh  Low  YTD%
11793 11718 116
11375 11337 29
1338 13304 7l
0.7580  0.7519 48

0.88455  0.8791 33
42063 42820 [l -91
49042 48877 17
37940 37780 [l -6.2
55687 55505 | -13
31267 3181 27
33323 33182 [l -47
31506 31392 [ 0.1

MYR vs Major Counterparts (% DOD)

AUD 0.52
CHF
HKD
MYR 0.05
Appreciated
0.03 MYR
Depreciated
————
0.03
_—
-0.07
-0.14
-0.20 0.00 0.20 0.40 0.60

> Forex

MYR

MYR closed 0.05% weaker at 4.0785 against the USD as the pair climbed
steadily from a lower opening, driven by rising risk aversion as FOMC meeting
approaches. The local unit traded mixed against G10s, weaker against
commodity majors.

Today, expect MYR to continue trade on a slightly softer n  ote amid a firmer
greenback pending FOMC announcement early tomorrow morning (2am
Malaysian time). Technically, positive momentum indicator has picked up, adding
to signs of a potential upward move in USDMYR to 4.0929 but given that the trend
is still in deep bearish territory, we reckon that advances may be shallow and
brief.

uUsD

USD traded mixed against the G10s with weaknesses noted against the
commodity and Nordic majors. The Dollar Index closed 0.25% higher at 94.10 as
the release of stronger than expected PPl spurred optimism over Fed policy
normalization beyond 2017.

USD has turned slightly bullish  following positive US data. Yesterday’s higher
close has strengthened positive momentum in the Dollar Index, paving the way for
further move higher to 94.28 next. Caution that a less hawkish than expected Fed
could dampen USD strength and push DXY back to 93.69.

EUR

EUR declined fora 2 ™ day, by 0.23% at 1.1742 against USD, as a result of sharp
losses in US trading session as positive US data prompted a rebound in the USD.
Expect a slightly bearish EUR amid a firmer USD . EUR’s movement will
continue to take cue from performance of the greenback amid an absence of
catalysts. Yesterday's close below 1.1758 has reinforced the bears in EURUSD
and we now target the next move lower to 1.1709.

GBP

GBP losses stayed extended for a 3" straight day, with the sterling falling 0.17%
to 1.3318 against USD and also weaker against most G10s, weighed down by
lingering concerns over a hard Brexit.

GBP is likely to stay bearish against a firmer USD  on continued pressure from
uncertainties in progression of Brexit talks. Technical outlook suggests that, unless
GBPUSD manages to close above 1.3443, the overall direction remains down with
the pair heading towards 1.3283 next.

JPY

JPY reversed to eke out a 0.01% gain to 113.55 agai nst USD and traded mixed
against the G10s as it pared losses in US trading session.

Stay bearish on JPY in view of a potentially firmer USD and further
improvement in risk appetite. USDJPY has room to climb to 114.34 going forward
given the turnaround in momentum.

AUD

AUD strengthened 0.43% to 0.7558 against USD and advanced against most
G10s amid improving risk appetite and commodity prices.

Expect a slightly bullish AUD against the USD supported by improving
sentiments in the markets. AUDUSD appears to be consolidating at current levels
before the next move lower, heading towards 0.7470, below which a decline to
0.7400 is likely.

SGD

SGD fell 0.04% to 1.3521 against USD in US trading session and weakened
against most G10s.

Expect a slightly bearish SGD against a firmer USD. USDSGD remains
technically bullish and still on track to break 1.3530 and test 1.3542 next. Bypassing
this exposes a move to 1.3575.
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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. HLBB may, to the extent permitted by law, buy, sell or hold significantly
long or short positions; act as investment and/or commercial bankers; be represented on the board of the issuers; and/or engage in ‘market
making’ of securities mentioned herein. 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
favorable 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.
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