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Global Markets Research
Daily Market Highlights

Key Takeaways

us Vv
» Data flow last Friday were minimal while markets shifted attention to EU v
. . . Japan b

US tax reform bill. Key changes include narrowing the corporate tax
New Zealand >

rates range of 15% - 35% to 21%, lowering personal income tax
rates from the top range of 39.6% to 37% up until year 2025, and
almost doubling the threshold at which inheritance tax of 40% kicks
in. The final bill is headed into Congress voting this week, and is

expected to be passed. What’s Coming Up Next
» Data was mostly second-tier and lower. US reports indicated softer Major Data

pace of growth in manufacturing in New York, while industrial > US NAHB housing market index

production also grew at a slower pace in Nov amid weaker » Eurozone CPI

performances of manufacturing and utilities output. Eurozone and > Hong Kong unemployment rate

Japan saw both their trade surpluses narrowed as imports outpaced > Singapore non-oil domestic exports

exports. Over in New Zealand, the services sector grew quicker in )

T Major Events
Nov but surveys suggest consumers were less optimistic in Dec. > Nil

» MYR rallied in late Asian trade to overturn losses into a soft gain of
0.12% at 4.0795 against USD and beat 6 G10s. Continue to expect a
slightly bearish MYR against USD in the absence of positive catalysts Daily Supports — Resistances (spot prices)*
to drive further gains. USDMYR negative technical outlook is receding;

with pick-up in positive momentum, there is scope for the pair to re-test s2 S1 Indicative Rl R2  Outlook
4.0929 going forward. But caution that another failure here will result in EURUSD  1.1709  1.1733 11743 11758 1.1790 3
a sharper decline, possibly to 4.0500. USDJPY 11215 112.38  112.73 112.87  112.98 3
GBPUSD 1.3282 1.3300  1.3315 1.3356  1.3380 3
> USD strengthened against 9 G10s while the Dollar Index climbed AUDUSD 07620 0.7636  0.7643 0.7649  0.7679 2
0.47% higher to 93.93, supported by growing optimism that the final US EURGBP 08781 0.8802 0.8820 0.8833 08852 2
tax reform bill is headed for Congress approval. Expect a bullish USD
amid continued support from optimism over likelihood of the Congress USDMYR  4.0773 4.0804 4.0857 20900  4.0929 2
approving the US tax reform bill. The Dollar Index is now above 93.56 EURMYR 47874 47956 47904 4.8039  4.8085 3
and tilted to the upside, with scope to test 94.17. This is a firm level that
must be broken to sustain extended upsides, otherwise a return to 93.56 JPYMYR 36169 13,6200 36237 36291 3.6355 2
S e, GBPMYR 54288 54373 54411 5.4502  5.4568 3
SGDMYR  3.0243 3.0254  3.0271 3.0301 3.0344 2
» SGD weakened 0.24% to 1.3488 against USD but managed to beat 6 AUDMYR 3.1171 31200  3.1228 3.1253  3.1307 2
G10s. We turn slightly bullish on SGD against USD, anticipating NZDMYR 2.8530 2.8575 2.8612 2.8650  2.8679 2
improved risk sentiment in equities in response to growing optimism
over the approval of US tax reform bill. Technical outlook continues to USDSGD  1.3465 1.3484  1.3494 1.3500 1.3511 N
point USDSGD lower, with scope to close below 1.3456 in the coming EURSGD 15815 1.5835 1.5847 15875  1.5898 N
days. Current rebound phase is likely to be capped by 1.3511. GBPSGD 17926 1.7946 1.7968 17904  1.8036 .
AUDSGD 1.0289 1.0300  1.0314 1.0331  1.0350 2

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

Last Price Last Price
KLCI 1753.1 ¥ -03 6.8 CRB Index 184.5 0.17 -4
Dow Jones Ind. 24651.7 i 06 24.7 WTI oil ($/bbl) 57.3 0.46 i 6.7
S&P 500 2675.8 £ 09 19.5 Brent oil ($/bbl) 63.2 -0.10 115
FTSE 100 7490.6 06 4.9 Gold (S/oz) 1256.4 0.30 108
Shanghai 32661 [ E -0.8 5.2 CPO (RM/tonne) 2338.5 f-1.97 [ 269
Hang Seng 28848.1 [ 1.1 31.1 Copper ($/tonne) 6886.0 [J 1.37 o4k
STI 341690 [ -05 18.6 Rubber (sen/kg) 449.0 -6.46 [ -30.4

Source: Bloomberg
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» Macroeconomics

Economic Data _ o _ _ _
o Data flow last Friday were minimal while markets shifted attention to

For Actual Last Survey US tax reform bill. Key changes include narrowing the corporate tax
US Empire manufacturing Dec 18.0 194 187 rates range of 15% - 35% to 21%, lowering personal income tax
US industrial production MOM Nov 0.2% 12% 0.3% rates from the top range of 39.6% to 37% up until year 2025, and
EU trade balance Oct 18.9 26.4b - almost doubling the threshold at which inheritance tax of 40% kicks
JP trade balance Nov ¥1134 ¥284.6b - ¥40.0b . . S . . . .
NZ performance services index Nov 56.4 557 ; in. The final bill is headed into Congress voting this week, and is
NZ ANZ consumer confidence Dec 121.8 123.7 - expected to be passed.

e US data were mostly softer. The Empire manufacturing index
slipped to 18.0 in Dec from 19.4, suggesting easier growth in NY
factory activities. This concurred with a separate report indicating a
more subdued growth in industrial production, which grew 0.2%
MOM in Nov after rising 1.2% in the previous month. This was led
by softer growth in manufacturing sector, rising just 0.2% after
climbing 1.4% in Oct, as well as decline in utilities output, both of
which negated the rebound in mining output, up 2.0% after falling
0.6% in Oct.

Source: Bloomberg

e Overin the Eurozone, trade surplus narrowed to € 18.6b in Oct from
an excess of € 26.4b in Sept. Exports increased 9% YQY in Oct, but
was mildly outpaced by imports that grew 10.0%.

e Similarly, Japan’s trade surplus narrowed to ¥ 113.4b in Nov from
¥ 285.4b as exports growth of 16.2% YOY was outpaced by imports
that grew 17.2%, both softening from Oct figures but bested
expectations.

e New Zealand’'s services sector performed better in Nov; the
performance services index climbed to 56.4 from 55.7, boosted by
stronger growth in activity and new orders though expansion in
employment was softer. Meanwhile, ANZ’'s gauge of consumer
confidence fell in Dec, indicating softer sentiment; the index fell to
121.8 from 123.7, down 1.5% MOM.

Economic Calendar Release Date

Country Date Event Reporting Period Survey Prior Revised
us 12/18 NAHB housing market index Dec 70 70 -
12/19 Housing starts MOM Nov -3.3% 13.7% --
Building permits MOM Nov -3.1% 5.9% --
Eurozone 12/18 CPI YOY Nov F 1.5% 1.5% --
12/19 Construction output MOM Oct - 0.1% -
Japan 12/19 Machine tool orders YOY Nov F - 46.9% -
Hong Kong 12/18 Unemployment rate Nov 3.1% 3.0% -
Singapore 12/18 NODX YOY Nov 6.4% 20.9% -
Nz 12/19 Westpac consumer confidence 4Q - 112.4 -
ANZ business confidence Dec - -39.3 --

Source: Bloomberg
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FX Table

Name Last Price DoD % High Low YTD %

[}
1.1812 1.1749 1117

EURUSD 1.1749 .25 i
USDJIPY 112.60 19 11274  112.03 DII -3.7
GBPUSD 1.3320 .83 1.3448  1.3302 L 7o
AUDUSD 0.7646 .26 0.7695  0.7638 i 6.1
EURGBP 0.8821 b.58 0.8860  0.8762 I 33
USDMYR 4.0795 12 4.0892 4.0753@” -9.1
EURMYR 4.8126 .31 4.8196  4.8023 i 19
JPYMYR 3.6372 .39 3.6468  3.6291 D]‘ -5.1
GBPMYR 5.4790 .30 5.4941  5.4743 ‘ -0.6
SGDMYR 3.0301 .02 3.0371  3.0266 [I -2.3
AUDMYR 3.1325 14 31445  3.1253 -3.3
NZDMYR 2.8640 .26 2.8746  2.8484 Eﬂl -8.2
Source: Bloomberg

MYR vs Major Counterparts (% DOD)
JPY 0.39
MYR AUD
Appreciated
——
MYR
Depreciated

-0.30 E—

-0.31
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»Forex

MYR

e MYR rallied in late Asian trade to overturn losses into a soft gain of 0.12% at
4.0795 against USD and beat 6 G10s.

e Continue to expect a slightly bearish MYR against USD in the absence of
positive catalysts to drive further gains. USDMYR negative technical outlook is
receding; with pick-up in positive momentum, there is scope for the pair to re-test
4.0929 going forward. But caution that another failure here will result in a sharper
decline, possibly to 4.0500.

usD

e USD strengthened against 9 G10s while the Dollar Index climbed 0.47% higher
to 93.93, supported by growing optimism that the final US tax reform bill is headed
for Congress approval.

e Expect abullish USD amid continued support from optimism over likelihood of the
Congress approving the US tax reform bill. The Dollar Index is now above 93.56
and tilted to the upside, with scope to test 94.17. This is a firm level that must be
broken to sustain extended upsides, otherwise a return to 93.56 is expected.

EUR

e EUR fell 0.25% to 1.1749 against a firmer USD but kept gains versus 5 G10s.

e EURis likely to stay bearish against a firm USD. EURUSD failed to hold above
1.1806, which to us is a sign that upsides are unable to sustain. Sliding back below
1.1758 puts downside pressure on the pair, raising chances of a drop to 1.1709.

GBP

e GBP retreated against 8 G10s and tumbled 0.83% to 1.3320 against USD as
markets turned more cautious heading into second phase of Brexit negotiation that
is deemed tougher than the first.

e GBPis now bearish against USD, further weighed down by growing risk aversion
as the UK heads into second phase of Brexit negotiation. Technical landscape has
changed after GBPUSD fell below 1.3380. The pair is now prone to a decline to
1.3282, below which 1.3234 will be exposed.

JPY

e JPY advanced against 7 G10s amid weaker commodity and European majors but
slipped 0.19% to 112.60 against a firmer USD.

e Continue to expect a bullish JPY against USD on continued risk aversion in the
FX space. Despite signs of an extended rebound off 112.00, technical viewpoint
continues to suggest a drop below 112.39 going forward. Losing this increases the
chance of a drop to 111.90.

AUD

e AUD weakened 0.26% to 0.7646 against USD and retreated against 5 G10s,
weighed down by risk aversion in the markets.

e We turn bullish on AUD against USD on technical grounds. Despite a pullback
last Friday, technical signs remain positive and point to the likelihood of a close
above 0.7666 in the coming days. In the meantime, mild losses cannot be ruled
out, but will likely be support by 0.7620.

SGD

e SGD weakened 0.24% to 1.3488 against USD but managed to beat 6 G10s.

e We turn slightly bullish on SGD against USD, anticipating improved risk
sentiment in equities in response to growing optimism over the approval of US tax
reform bill. Technical outlook continues to point USDSGD lower, with scope to
close below 1.3456 in the coming days. Current rebound phase is likely to be
capped by 1.3511.
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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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