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Daily Market Highlights

Key Takeaways

us 7

»  Overnight data added to signs of softening growth traction even going UK v
into 2Q. Official manufacturing readings from the US, UK, China and Japah 0
Australia all signaled slower expansion in manufacturing activities in Australia >
New Zealand ->

April largely as a result of slower increases in new orders, production and
employment. ISM manufacturing in the US tapered off for the 2" straight
month to 57.3 while PMI manufacturing index in the UK pulled back to a 17-
month low at 53.9 in April. Meanwhile, the official PMI manufacturing in
China moderated slightly by 0.1ppt to 51.4 in the same month. Japan was
the only exception with Nikkei PMI manufacturing showing an uptick to 53.8
in April.

What’s Coming Up Next

Major Data
» US MBA mortgage applications, ADP employment change

» EU Markit manufacturing PMI, unemployment rate, 1Q GDP,
PPl and CPI estimate

» UK Markit / CIPS construction PMI

» Japan Nikkei PMI services

» On monetary policy, RBA expectedly kept the cash rate target
unchanged at 1.50% yesterday and maintained its neutral policy
stance, reaffirming our view for extended pause by the RBA this year.
RBA Governor Lowe reiterated the central bank’s stance, stating that prices
are “likely to remain low for some time” in view of slow growth in labour costs
but expects “a gradual pick-up in inflation” as the economy continues to
gather speed. The governor emphasized the slow pace of improvement
when he commented that RBA’s “central scenario is for a gradual pick-up in
wages growth, a gradual lift in inflation, and a gradual reduction in the
unemployment rate”.

» China Caixin PMI manufacturing
» Singapore PMI

Major Events
» FOMC rate decision

Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook

> pSD advanced unchallenged yesterd.-ay, beating all Gllos while the I?XY EURUSD  1.1950 11982 11993 12000 1.2020 2
jumped 0.66% to 92.44 as markets set sights on a potentially more hawkish-

. . . . USDJPY 109.24 109.54 109.72 109.78 110.00 N
toned FOMC tonight. Expect a slightly bearish USD as we anticipate some
retracement of recent rally, on top of risk aversion ahead of US data and GBPUSD 13588 1.3600 1.3613 13620 1.3650 N
FOMC policy decision. We opine that DXY minor uptrend has ended. AUDUSD  0.7450  0.7463 0.7482 0.7500  0.7530 3
Direction going forward will depend on whether a close above 92.64 is EURGBP  0.8785 0.8797 0.8813 0.8818  0.8830 2
achieved; success leads to a potential test at 93.00 — 93.52 in the coming
weeks, failure triggers a drop to 91.70. USDMYR 3.9200 3.9235 39200 39308 39355 A

» MYR eased 0.1% to 3.9235 against USD on Mon, while sliding against 5 EURMYR  4.7050 4.7100 4.7122 4.7164  4.7200 3
G10s as buying interest remained subdued heading into Labour Day JPYMYR 35715  3.5767 3.5795 3.5831  3.5900 3
holiday. Expect a slightly bearish MYR against USD, weighed down by GBPMYR 5.3385  5.3400 5.3461 5.3592  5.3680 3
subdued risk appetite in the markets ahead FOMC policy decision tonight. SGDMYR  2.9423  2.9449 2.9456 29496  2.9542 N
Upside bias sustains and now USDMYR is expected to test 3.9409 going AUDMYR  2.9300 29336 29395 20450  2.9480 N
forward. A break here exposes a move to 3.9525, otherwise, a drop to

Lo NZDMYR  2.7450 2.7471 2.7509 2.7530 2.7550 3
3.9220 is likely.

» SGD ended mixed against the G10s but weakened 0.58% to 1.3336 USDSGD  1.3300 1.3320 1.3335 1.3347  1.3385 2
against a firm USD. Expect a slightly bearish SGD against USD, EURSGD 15980  1.5988 1.5997 1.6000  1.6020 2
weighed down by risk aversion in the markets ahead of FOMC policy GBPSGD  1.8128 1.8140 1.8150 18168  1.8200 .
decision. A rally through 1.3300 has increased USDSGD'’s bullish bias. We

. AUDSGD  0.9958 0.9971 0.9980 1.0000 1.0029 N
now set sights on a test at 1.3385 next.
* 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* 1870.4 0.4 4.1 CRB Index 201.3 [’ -0.36 3.8

Dow Jones Ind. 240991 |] -0.3 -2.5 WTI oil ($/bbl) 67.3 : -1.93 11.3

S&P 500 2654.8 0.3 -0.7 Brent oil ($/bbl) 73.1 -2.70 9.4

FTSE 100* 7520.4 0.1 -2.2 Gold (S/oz) 1303.9 -0.90 0.2

Shanghai** 3082.2 0.2 -6.8 CPO (RM/tonne) 2380.0 -0.31 -0.4

Hang Seng* 30808.5 1.7 3.0 Copper ($/tonne) 6745.0 -0.91 -6.9

STI* 3613.9 1.0 6.2 Rubber (sen/kg) 458.0 ; 0.66 -1.0

Source: Bloomberg
* last closed on 30 Apr 2018; ** last closed on 27 Apr 2018
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> Macroeconomics

or Actual Last Survey
US Markit Manufacturing PMI Apr F 56.5 55.6 56.5
US Construction Spending MOM Mar 1.7% (r;\}?:ﬁ d) 0.5%
US ISM Manufacturing Apr 57.3 59.3 58.5
UK Mortgage Approvals Mar 62.9k (rsaf; d) 63.0k
UK Markit PMI Manufacturing A 539 (ref/‘i‘s'z g 58
JP Nikkei Japan PMI Mfg AprF 53.8 53.1 -
AU AiG Manufacturing Index Apr 58.3 63.1 -
AU CBA PMI Mfg Apr 55.5 54.3 -
RBA Cash Rate Target M1ay 1.50% 1.50% 1.50%
NZ Building Permits MOM Mar  147% (rs\}gﬁ ) -
NZ QV House Prices YOY Apr 7.6% 7.3% -
NZ Unemployment Rate 1Q 4.4% 4.5% -
0,
NZ Employment Change Q0Q o oe% o ode -

Source: Bloomberg

US manufacturing sector continues to grow at a decent pace albeit at
contrasting speed. The Markit PMI increased to 56.5 in April, affirming
the recent estimates, from 55.6 in March. The strongest growth in 3.5-
years was attributed to the improved pace of production and new orders,
though employment growth tapered off. The ISM measure, however, fell
for the 2" straight month to 57.3 in April from 59.3 a month ago, weighed
down by slightly softer growth in new orders, production as well as
employment. Separately, construction spending decreased 1.7% MOM
in Mar after rising 1.0% in Feb.

UK data remained soft. Mortgage approvals slipped to 62.9k in Mar,
sliding from 63.8k in Feb and missing the expected figure of 63.0k,
suggesting that housing market is likely to cool. Meanwhile,
manufacturing sector in the UK grew the slowest in 17 months, with the
PMI falling to 53.9 in Apr from 54.9 (downwardly revised from 55.1). The
sector saw slower growth in production, new orders and employment.
As noted in recent weeks, slowdown in UK’s economic activity has
emerged and could extend, putting downward pressure on expectations
for BOE to stay hawkish.

The manufacturing sector of Japan grew at a quicker pace than
expected as Apr’s initial PMI reading of 53.3 was upwardly revised to
53.8. The uptick was led by quicker expansion in production in tandem
with increased new orders, lifting hiring along the way. However, growth
softened input and output costs, which could continue to put a lid on the
drive towards the nation’s inflation target.

The RBA expectedly kept the cash rate target unchanged at 1.50%
yesterday as prevailing conditions did not warrant any change in policy.
RBA Governor Lowe reiterated the central bank’s stance, stating that
prices are “likely to remain low for some time” in view of slow growth in
labour costs but expects “a gradual pick-up in inflation” as the economy
continues to gather speed. The governor emphasized the slow pace of
improvement when he commented that RBA’s “central scenario is for a
gradual pick-up in wages growth, a gradual lift in inflation, and a gradual
reduction in the unemployment rate”.

Prior to RBA’s decision, reports on Australian manufacturing growth
were released; expansion remains robust but at varying pace. The AiG
gauge eased to 58.3 in Apr, likely part of the normalization in conditions
that brought the index to a record high of 63.1 in Mar. AiG report
indicated slightly softer growth in sales, production, new orders and
employment though all remained at decent levels. Commonwealth
Bank’s manufacturing index climbed to 55.5 in Apr from 54.3 in the
previous month. The quicker pace of growth was attributable to stronger
production, new orders and employment.

New Zealand had some releases this morning and they turned out
mixed. The unemployment rate dipped to 4.4% from 4.5% in 4Q2017,
but that was due to a lower participation rate that fell from 70.9% to
70.8%. Change in employment slowed, growing 3.1% YOY in 1Q after
rising 3.7% in the preceding quarter. The upside was that average hourly
wages picked up on a quarterly basis, rising 1.1% QOQ from 0.8% in
4Q. Demand in the housing sector appears to be supporting the rise in
residential prices, which climbed 7.6% YOY in Apr from 7.3% in Mar.
Building permits surged 14.7% MOM in Mar, up from 6.4% increase in
Feb and likely a sign that demand remains firm.
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Economic Calendar Release Date

Country Date Event Reporting Period Survey Prior Revised
us 2/5 MBA Mortgage Applications 27 Apr - -0.2% -
ADP Employment Change Apr 198k 241k -
3/5 FOMC Rate Decision 2 May 1-50%-1.75%  1-50%-1.75% -
Initial Jobless Claims 28 Apr 224k 209k -
Trade Balance Mar -$50.0b -$57.6b -
Markit US Services PMI Apr F 54.5 54.4 -

ISM Non-Manufacturing Composite Apr 58.1 58.8

Durable Goods Orders Mar F - 2.6% -
Factory Orders Mar 1.4% 1.2% --
EU 2/5 Markit Eurozone Manufacturing PMI Apr F 56.0 56.0 --
Unemployment Rate Mar 8.5% 8.5% -
GDP SA QOQ 1QA 0.4% 0.6% -
PPI YOY Mar 2.1% 1.6% --
CPI Estimate YOY Apr 1.3% 1.4% --
UK 2/5 Markit/CIPS UK Construction PMI Apr 50.5 47.0 -
3/5 Markit/CIPS UK Services PMI Apr 53.5 51.7 -
Japan 2/5 Nikkei Japan PMI Services Apr -- 50.9 -
China 2/5 Caixin China PMI Mfg Apr 50.9 51.0 -
Hong Kong 3/5 Retail Sales Value YOY Mar 11.0% 29.8% -
Singapore 2/5 Purchasing Managers Index Apr 52.8 53.0 -
Australia 3/5 AiG Perf of Services Index Apr -- 56.9 -
Trade Balance Mar A$883m A$825m --
Building Approvals MOM Mar 1.0% -6.2% -
Vietnam 2/5 Nikkei Vietnam PMI Mfg Apr - 51.6 -

Source: Bloomberg
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FX Table
Name
EURUSD
USDJPY
GBPUSD
AUDUSD
EURGBP

USDMYR
EURMYR

JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR

Last Price

1.2078
109.34
1.3763
0.7530
0.8775

3.9235
4.7547
3.5883
5.3847
2.9597
2.9582
2.7653

Source: Bloomberg
*MYR pairs last closed on 30 Apr 2018

MYR vs Major Counterparts (% DOD)

DoD %

2l

70
48
08
53
36

OllO
oja0
16
58

28
02

oj13

High Low YTD %
1.2084 1.1982
109.89 109.24
1.3773 1.3588
0.7547  0.7473
0.8823  0.8761

3.9235 3.9142
4.7597 4.7444
3.5951 3.5877
5.4060 5.3843
2.9629 2.9574

29707 29580

2.7769 2.7653

EUR 0.40
SGD 0.28
CHF 0.25
MYR JPY 0.16
Appreciated
usD 0.10
— CNY 0.09 MYR
0.06 Depreciated
0.02 —
-0.58
-0.80 -060 -0.40 -0.20 0.00 0.20 0.40 0.60

> Forex

MYR

MYR eased 0.1% to 3.9235 against USD on Monday, while sliding against 5
G10s as buying interest remained subdued heading into Labour Day holiday.
Expect a slightly bearish MYR against USD, weighed down by subdued risk
appetite in the markets ahead FOMC policy decision tonight. Upside bias
sustains and now USDMYR is expected to test 3.9409 going forward. A break
here exposes a move to 3.9525, otherwise, a drop to 3.9220 is likely.

UsbD

USD advanced unchallenged yesterday, beating all G10s while the DXY
jumped 0.66% to 92.44 as markets set sights on a potentially more hawkish-
toned FOMC tonight.

Expect a slightly bearish USD as we anticipate some retracement of recent
rally, on top of risk aversion ahead of US data and FOMC policy decision. We
opine that DXY minor uptrend has ended. Direction going forward will depend
on whether a close above 92.64 is achieved; success leads to a potential test
at 93.00 — 93.52 in the coming weeks, failure triggers a drop to 91.70.

EUR

EUR tumbled 0.70% to 1.2078 against arallying USD and fell against 5 G10s,
weighed down by the absence of positive catalysts.

EUR is bullish in our view against USD, supported by return in buying interest
as European markets re-open; stronger than expected Eurozone data will
further support upsides. We eye a potential technical rebound after recent sharp
decline. Gains will likely be limited by 1.2055, otherwise a more sustained
rebound will form.

GBP

GBP plunged 1.08% to 1.3763 against USD and fell against 8 G10s as
underperforming UK data continues to cut bets of a near-term BOE rate hike.
GBP remains bearish against USD, weigh down by receding bets on a near-
term BOE rate hike; another set of weak UK data will push GBP lower. GBPUSD
remains inclined to the downsides though losses are likely limited to 1.3550. We
suspect that an extended stay below 1.3782 will culminate into a rebound above
it in the coming weeks.

JPY

JPY was supported by weakness in European majors to beat 7 G10s but
weakened 0.48% to 109.34 against a firmer USD.

We are now slightly bullish on JPY against USD, supported by refuge
demand as risk aversion builds approaching FOMC decision. Upside
momentum continues to diminish and likely to limit USDJPY’s gains going
forward. While gains cannot be ruled out, we continue to caution risk of rejection
while above 109.78 and approaching 110.00.

AUD

AUD tumbled 0.53% to 0.7530 against a firmer USD but managed to beat 6
G10s amid weakness in European majors.

Expect a slightly bearish AUD against USD, weighed down by risk aversion
in the markets ahead of FOMC policy decision. Losing 0.7500 is a bearish sign
and we expect AUDUSD to linger below this level for some time. A test at 0.7463
is next and breaking below it exposes a move to 0.7400.

SGD

SGD ended mixed against the G10s but weakened 0.58% to 1.3336 against a
firm USD.

Expect a slightly bearish SGD against USD, weighed down by risk aversion
in the markets ahead of FOMC policy decision. A rally through 1.3300 has
increased USDSGD’s bullish bias. We now set sights on a test at 1.3385 next.
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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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