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Global Markets Research

Daily Market Highlights

Key Takeaways

» The new year started with scanty and a more modest bag of China >
economic releases. China’s PMI manufacturing grew at a slightly Australia >
slower pace in December but the services sector continued to gather Singapore v
speed thanks to an improvement in wage growth. Down under, two
different gauges on manufacturing by CBA and AiG diverged, but both
showed manufacturing activities remained expansionary in December.

S . . _ What's Coming Up Next

»  This morning, advance estimate on Singapore’s 4Q GDP surprised
on the upside , even though it marked an expected slowdown from the Major Data
5.4% YOY growth in 3Q. Quicker growth in services was offset by » Malaysia Nikkei PMI
contractions in manufacturing and construction. Advance estimate » US, Eurozone and UK Markit manufacturing PMls
showed the Singapore economy grew 3.1% YOY in 4Q, bringing full » China Caixin manufacturing PMI

year growth to 3.5% YOY in 2017, a pick-up from 2.0% in 2016.
Major Events

» USD fell to the bottom of the G10 list in 2017  after a promising start > Nil
while the Dollar Index tumbled 9.9% YQY to 92.12 as expectations of
higher inflation to drive quicker policy tightening faltered. Stay bearish
on USD on technical reasons. Technical outlook remains pessimistic for

the Dollar Index and looks poised to test 91.98 next. Breaking below this Daily Supports — Resistances (spot prices)*
exposes a drop to 91.57. Rebounds cannot be ruled out, but gains will

likely be capped by 92.59. S2 S1 Indicative R1 R2 Outlook
EURUSD 1.1980 1.2004  1.2012 1.2020  1.2033 2
» MYR strengthened 9.8%YOY in 2017 to 4.0465 against USD and USDJPY 11243 112.59 112.77 112.98  113.06 N
bested 7 G10s along the way, supported by improved growth outlook GBPUSD  1.3485 1.3500 1.3514 1.3520  1.3550 2
and policy normalization prospects. MYR is bullish against USD as AUDUSD 0.7769 0.7800 0.7806 0.7814 0.7817 2
buying interest is likely to return post-holidays, supported by firmer oil EURGBP 08870 0.8883  0.8890 0.8892  0.8900 2
prices. Technical outlook remains negative for USDMYR, with room for
further losses to circa 4.0220. Do not rule out a rebound after recent USDMYR  4.0320 4.0350 4.0385 4.0400  4.0477 N
losses, but gains, if any, will be capped by 4.0605 — 4.0640 before EURMYR 48429  4.8500 4.8517 48604  4.8700 2
L] JPYMYR 35750 3.5790  3.5819 35850  3.5902 8
. . ) . GBPMYR 5.4500 54550  5.4592 5.4642  5.4694 8
» SGD also rallied on firmer market risk appetite to beat 5 G10s and
strengthened 7.66% YOY in 2017 to 1.3360 against US D. Expecta ~ CDMYR 30194 30220 30245 30275 30300 2
bullish SGD against weak USD  as risk appetite is likely to revive post- AUDMYR 31452 3.1500  3.1526 31541 3.1582 3
holidays. Downsides in USDSGD still prevail amid continued build-up in NZDMYR  2.8600 2.8631 2.8674 28712 2.8740 3
bearish bias. The pair is likely heading to 1.3300 next but caution that
this level could trigger a modest rebound to 1.3350. USDSGD  1.3300 1.3320  1.3353 13372 1.3384 N
EURSGD 1.6000 1.6020 1.6044 1.6055 1.6080 2
GBPSGD 1.8029 1.8041 1.8050 1.8072 1.8092 2
AUDSGD  1.0400 1.0410 1.0424 1.0446 1.0462 N

*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 1796.8 1.0 0.0 CRB Index 193.9 0.43 0.0
Dow Jones Ind. 24719.2 [ -05 0.0 WTI oil ($/bbl) 60.4 0.97 125
S&P 500 267361 05 0.0 Brent oil ($/bbl) 66.7 0.40 0.0
FTSE 100 7687.8 0l9 0.0 Gold (S/oz) 1295.0 0.60 10.8
Shanghai 3307.2 0.3 0.0 CPO (RM/tonne) 2390.0 | 175 [ -25.3
Hang Seng 29919.2 0.2 0.0 Copper ($/tonne) 7125.0 | -0.58 30.9
STI 3402.9 0.1 0.0 Rubber (sen/kg) 462.5 | -0.86 [ -28.3
Source: Bloomberg *all last closed on 29 Dec 2017
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» Macroeconomics

Economic Data , _ . .
« China’s manufacturing sector grew at a slightly slower pace in Dec

For  Actual Last Survey as the official PMI indicated, sliding to 51.6 from 51.8, largely
CH manufacturing PMI Dec 51.6 518 516 impacted by government crackdown on pollution. Meanwhile, the
CH non-manufacturing PMI Dec 55'00 54'08 54'07 services sector continued to expand at a healthy pace; the services
SG GDP YOY . 4QA 31% 5.4% 26% PMl inched higher to 55.0 in Dec from 54.8, suggesting an improving
AU CBA manufacturing PMI Dec 57.1 56.3 .
. wage growth that supports demand for services.
AU AiG performance of Dec 56.2 573

manufacturing index

« The CBA and AIG gauges on manufacturing performance in
Australia contrasted. CBA’s PMI climbed to 57.1 in Dec from 56.3,
indicating a quicker expansion and suggest that growth has been
strongest since Dec 2016. The AiG index however, slipped to 56.2
in Dec from 57.3, weighed down by slower growth in new orders,
employment and average wages.

Source: Bloomberg

« Early estimates of Singapore’s 4Q GDP came in at 3.1% YOY,
expectedly slowing from an upwardly revised 5.4% in 3Q but still
beat forecast of 2.6%. Annually, the economy grew 3.5% YOY in
2017, improving from 2.0% in 2016. 4Q GDP was driven by quicker
growth in services sector (4Q: +7.5% vs 3Q: +3.4%), but headline
figure was weighed down by contraction in construction (4Q: -3.6%
vs 3Q: -5.5%) and sharp decline in manufacturing (4Q: -11.5% vs
3Q: +38.0%).

¢« A quick review on the major economies in 2017; global growth
outlook improved with demand picking up across major economies,
evident from stronger exports growth and rising commodity prices.
Though uneven and at an early stage, growth showed firmer footing
in the US, Eurozone, Japan and even the Brexit-threatened UK. In
China, “slowdown” remained a relative term as growth outperformed
expectations and likely headed to a better than forecast 2017.

« Barring any major disruptions, global growth is expected to remain
on an expansionary albeit modest and uneven pace. Inflation will be
key to watch, especially in the US, Eurozone and Japan, as it could
be key to determining policies going forward.

¢ Policy-wise, normalization was the main theme for the US, UK
(though one-off) and China, while the Eurozone largely disappointed
markets with an extension of the timeline of its QE programme, even
though pace of purchases was expectedly reduced. More may be
joining the normalization path in Asia, led by South Korea and
Malaysia, both of which have benefited from a revival in global

demand.

Country Date Event Reporting Period Survey Prior Revised
Malaysia 1/2 Nikkei Malaysia PMI Dec - 52.0 -
us 1/2 Markit manufacturing PMI Dec F 55.0 55.0 -
1/3 MBA mortgage applications Dec 29 - -4.9% -
ISM manufacturing Dec 58.2 58.2 --
Eurozone 1/2 Markit manufacturing PMI Dec F 60.6 60.6 -
UK 1/2 Markit manufacturing PMI Dec 57.9 58.2 -
13 Markit / CIPS construction PMI Dec 53.1 53.1 -
China 1/2 Caixin manufacturing PMI Dec 50.7 50.8 -
Hong Kong 1/3 Retail sales YOY Nov 4.2% 3.9% -
Singapore 1/3 Purchasing Managers Index Dec - 52.9 -

Source: Bloomberg
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FX Table

Name
EURUSD
UsDJPY
GBPUSD
AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR

Last Price DoD %
12005  0.06
11260 -odb
13513 -offf
07800 -0k
08881 005
4.0465 [ 108p
48483 ol
35051 [0l
54638  -Op

Source: Bloomberg

MYR vs Major Counterparts (% DOD)
CHF

30200 [0

3.1618 0.2
28798 -0

High Low YTD %
12012 1.1995 01
11279 112.60 0.0
13523  1.3503 0.0
07812  0.7801 0.1
0.8965  0.8818 01
40660  4.0458 D8
48625  4.8398 30
36028 35940 | .4
54660  5.4546 i
30391  3.0290 B
31730  3.1561 B
28002 28700 | .7

*MYR pairs last closed on 29 Dec 2017
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> Forex

MYR

MYR strengthened 9.8%YOY in 2017 to 4.0465 against USD and bested 7
G10s along the way, supported by improved growth outlook and policy
normalization prospects.

MYR is bullish against USD as buying interest is likely to return post-holidays,
supported by firmer oil prices. Technical outlook remains negative for USDMYR,
with room for further losses to circa 4.0220. Do not rule out a rebound after recent
losses, but gains, if any, will be capped by 4.0605 — 4.0640 before trending lower.

uUsD

USD fell to the bottom of the G10 list in 2017  after a promising start while the
Dollar Index tumbled 9.9% YOY to 92.12 as expectations of higher inflation to
drive quicker policy tightening faltered.

Stay bearish on USD on technical reasons. Technical outlook remains
pessimistic for the Dollar Index and looks poised to test 91.98 next. Breaking
below this exposes a drop to 91.57. Rebounds cannot be ruled out, but gains will
likely be capped by 92.59.

EUR

EUR surged 14.15% YOY in 2017 to 1.2005 againstaw eak USD and beat all
G10s, mostly due to increased bets on an earlier than expected ECB rate hike
amid gradual improvement in the economic front.

EUR remains slightly bullish against aweak USD  with more room for upsides
if Eurozone data improves. Caution on potential decline to 1.1943 as a correction
to recent rally before continuing higher. EURUSD is likely aiming at 1.2092, but
firm resistances at 1.2020, 1.2033 and 1.2070 could thwart this move.

GBP

GBP advanced 8.68% YQY in 2017 to 1.3513 against USD and rose against 6
G10s, supported by progress in Brexit negotiations, better than expected UK
economic performance and a one-off BOE rate hike.

We are slightly bullish on GBP against aweak USD , though gains may narrow
if UK’s data underperforms. GBPUSD remains tilted to the upside amid rising
positive momentum. The pair is likely to test 1.3571 soon, a gateway to 1.3657.

JPY

JPY returned most gains from refuge demand to settle lower against 8 G10s but
advanced 3.65% YQOY in 2017 to 112.69 against a weak USD.

Stay slightly bullish on JPY as USD remains soft , supporting demand for
refuge. Unless USDJPY can recapture above 112.98, the pair is taking aim at
111.90 next.

AUD

AUD was supported by market risk appetite, firmer commodities as well as a
resilient China to beat 5 G10s and climbed 7.7% YOY to 0.7809 against USD .
AUD is likely to remain bullish against a soft USD , further supported by
likelihood of returning upsides in market sentiment. Bullish bias still prevails but
AUDUSD appears to be finding difficulty in breaking the firm 0.7814 — 0.7817
range. Bypassing this is crucial to sustain the advance to 0.7887, otherwise, a
return to 0.7740 is likely in the coming weeks.

SGD

SGD also rallied on firmer market risk appetite to beat 5 G10s and strengthened
7.66% YOY in 2017 to 1.3360 against USD .

Expect a bullish SGD against weak USD  as risk appetite is likely to revive post-
holidays. Downsides in USDSGD still prevail amid continued build-up in bearish
bias. The pair is likely heading to 1.3300 next but caution that this level could
trigger a modest rebound to 1.3350.
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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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