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Global Markets Research
Daily Market Highlights

Key Takeaways
> The bout of PMI readings affirmed that the manufact  uring activities Malaysia v
continued to expand at healthy rates  as the year 2017 concludes. This us ¢
further laid the grounds for a good start for 2018 which shall reinforce EU >
continuous recovery in the world economy. UK v
China N

» The Markit final prints showed US manufacturing exp  anded at its
quickest pace since Mar-2015 while that of the Euro  zone hit a record , .
high in December, lifted by improved business optimism, employment and What S Comlng Up NeXt
new orders. The Caixin PMI manufacturing from China  contrasted from
the official index, showing activities picked up to a 4-month high in
December led by faster expansion in production, new orders, and new export
orders, despite shutdowns due to government crackdown on pollution.

Major Data
» US MBA mortgage applications & ISM manufacturing

» UK Markit / CIPS construction PMI
» Hong Kong retail sales

» On a less upbeat note, manufacturing activities in the UK pulled back » Singapore PMI
from the record growth pace seen in November, but remained elevated
nonetheless. Malaysia Nikkei PMI also relapsed into contraction Major Events

registering a sharp pullback from the 3.5-year high a month ago dragged by » FOMC minutes

decline in new orders and slower production growth.

» USD remained the worst performer amongst the G10s while the Dollar
Index fell 0.4% to 91.87, marred by absence of any positive catalysts while

Daily Supports — Resistances (spot prices)*

markets await US data tonight and tomorrow as well as ahead of FOMC S2 S1 Indicative R1 R2 Outlook
minutes release. Stay bearish on USD ahead of US data and FOMC EURUSD 1.2026 1.2050 1.2064 10081  1.2100 2
minutes; cautloh that details frgm the _m_lnl_Jtes may spark a m(_)d_erat.e USDIJPY  111.90 112.10 112.24 11239 11253 N
rebound. Technical outlook remains pessimistic for the Dollar Index; it is still
. - GBPUSD 1.3544 1.3574 1.3596 1.3616 1.3657 ?
exposed to a drop to 91.57. Rebounds cannot be rule out, but gains will likely
be capped by 91.98 — 92.06. AUDUSD 0.7800 0.7814 0.7837 0.7845 0.7859 ?
EURGBP 0.8861 0.8868 0.8872 0.8883 0.8886 h]
» MYR settled 0.67% stronger at 4.0195 against a weak USD  after rallying
in Asian session and bested 7 G10s as buying interest returns. MYR USDMYR  4.0175 4.0200 4.0205 4.0220  4.0250 3
remains bullish against a weak USD  supported by firmer risk appetite and EURMYR 4.8400 4.8454 4.8481 4.8530 4.8636 .
oil prices. Technical outlook remains negative for USDMYR, with potential JPYMYR 35720 3.5754 3.5807 35866  3.5895 N
for further losses below 4.0200. Do not rule out a rebound after recent losses,
L. . . GBPMYR  5.4534 5.4639 5.4661 5.4698  4.4766 2
but gains, if any, will be capped by 4.0339 — 4.0350 before trending lower.
SGDMYR  3.0209 3.0233 3.0257 3.0283  3.0311 N
» SGD was boosted by firmer market risk appetite to beat 8 G10s and AUDMYR  3.1436 3.1467 3.1498 3.1541  3.1572 3N
strengthened 0.5% to 1.3293 against a weak USD . We turn bearish on NZDMYR  2.8468 2.8500 2.8544 28575 2.8618 N
SGD against USD on technical reasons. Downsides in USDSGD still prevail
amid continued build-up in bearish bias. But we opine that overnight decline
- . . . USDSGD  1.3250 1.3277 1.3287 1.3307 1.3320 r
is likely to give way to a modest rebound first before extending the recent
donrshEs EURSGD 1.6000 1.6020 1.6027 1.6040 1.6064 2
GBPSGD 1.8029 1.8041 1.8067 1.8085 1.8093 2
AUDSGD  1.0381 1.0405 1.0411 1.0417 1.0426 3
*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 1782.7 [1 -08 [ -o0s8 CRB Index 194.7 0.44 0.4
Dow Jones Ind. 24824.0 0.4 0.4 WT | oil ($/bbl) 60.4 -0.08 -0.1
S&P 500 2695.8 0.8 0.8 Brent oil ($/bbl) 66.6 -0.40 | -0.4
FTSE 100 7648.1 [ -o05 [ -o05 Gold (S/oz) 1317.6 1.10 10.8
Shanghai 3348.3 h.2 1.2 CPO (RMftonne) 2390.0 | 175 -253
Hang Seng 30515.3 2.0 2.0 Copper ($/tonne) 7125.0 | -0.58 0.0
STI 3430.3 0.8 0.8 Rubber (sen/kg) 467.5 1.08 1.1

Source: Bloomberg

1




)3 HonglLeong Bank

» Macroeconomics

Economic Data . . .
« Health of the manufacturing sectors across major economies were

For Actual Last Survey examined yesterday and pace of growth was mostly robust albeit
MY Nikkei PMI Dec 49.9 52.0 - mixed. US Markit manufacturing PMI was slightly revised upwards
US Markit manufacturing PMI Dec F 55.1 55.0 55.0 from 55.0 in initial estimates to 55.1 in Dec 2017 final report, marking
EU Markft manufacturfng PMI DecF 606 606 606 the highest since Mar 2015; the index was previously 53.9 in Nov
UK Markit manufacturing PMI Dec 56.3 58.2 57.9

CH Caixin manufacturing PMI Dec 515 50.8 50.7 2017.

¢ The final Markit manufacturing PMI Eurozone in Dec 2017 was
unchanged at 60.6, affirmed to be the highest level since records
began and rising from 60.1 in Nov. Continued upsides in
manufacturing growth was underpinned firmer activity in recruitment,
improved business optimism and new orders.

Source: Bloomberg

« Manufacturing sector growth in the UK eased in Dec, with the Markit
PMI falling to 56.3 in Dec, down from 58.2, which is highest level
since records began. The softer print is due to slowdown in growth
of production, new orders and employment though these remained
at healthy levels and above long-term trends.

« Caixin’s gauge on China’s manufacturing sector contrasted from the
official index, indicating that growth quickened in Dec 2017. The PMI
rose to 4-month high of 51.5 from 50.8 in Nov, led by stronger
expansion in production, new orders and new export orders, all of
which offset shutdowns due to government crackdown on pollution.

¢« Malaysia’s manufacturing sector contracted in Dec 2017 as
indicated by the Nikkei PMI declining to 49.9 from 3.5-year high of
52.0. Growth was hampered by decline in new orders and slower
production growth, both suggesting softer demand, even as
employment grew quicker.

Economic Calendar Release Date

Country Date Event Reporting Period Survey Prior Revised
us 13 MBA mortgage applications Dec 29 - -4.9% -
Construction spending MOM Nov 0.5% 1.4% --
ISM manufacturing Dec 58.2 58.2 --
14 FOMC minutes Dec 13 - - -
ADP employment change Dec 190k 190k --
Initial jobless claims Dec 30 242k 245k -
Markit services PMI Dec F 52.5 52.4 -
Eurozone 1/4 Markit services PMI Dec F 56.5 56.5 -
UK 13 Markit / CIPS construction PMI Dec 53.0 53.1 -
14 Nationwide house price YOY Dec 2.0% 2.5% -
Net consumer credit Nov 1.5b 1.5b --
Mortgage approvals Nov 64.0k 64.6k -
Markit / CIPS services PMI Dec 54.0 53.8 -
Japan 1/4 Nikkei manufacturing PMI Dec F - 54.2 -
China 1/4 Caixin services PMI Dec 51.8 51.9 -
Hong Kong 113 Retail sales YOY Nov 4.2% 3.9% -
14 Nikkei PMI Dec - 50.7 -
Singapore 1/3 Purchasing Managers Index Dec - 52.9 -
14 Nikkei PMI Dec - 55.4 -
Australia 1/4 CBA services PMI Dec - 54.0 -
AiG performance of services index Dec -- 51.7 --

Source: Bloomberg
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FX Table

Name
EURUSD
UsDJPY
GBPUSD
AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR

Last Price DoD %

Source: Bloomberg

1.2059 0.39

11229 [Jo.30
13500  |0.64
07830 082

08873 [lo1a

4.0195 [[l}o.67

48513 0.06
35805 [Mo.4a1
54458 [Jlo.33
30263 |o.09
31495 [Mo.39

2.8616 [l o.63

High Low YTD %
12081  1.2004 0.5
11279 11206 [ 0.4
136 1.3502 0.6
0.7845  0.7795 0.3
08918 0885 || -01
40477 40175 Ml 0.7
48626  4.8280 01
35002 35640 [ -0.4
54694 54300 [J] -0.3
30200 30146 || -0.1
31617 31475 [ -0.4
28735 28596 [ -0.6

MYR vs Major Counterparts (% DOD)

0.06
MYR -0.33
Appreciated
-0.39
0.41 Depreciated
_—
-0.67
-0.70
-0.80 -0.60 -0.40 -0.20 0.00 0.20

> Forex

MYR

MYR settled 0.67% stronger at 4.0195 against a weak USD  after rallying in
Asian session and bested 7 G10s as buying interest returns.

MYR remains bullish against a weak USD  supported by firmer risk appetite and
oil prices. Technical outlook remains negative for USDMYR, with potential for
further losses below 4.0200. Do not rule out a rebound after recent losses, but
gains, if any, will be capped by 4.0339 — 4.0350 before trending lower.

uUsD

USD remained the worst performer amongst the G10s  while the Dollar Index
fell 0.4% to 91.87, marred by absence of any positive catalysts while markets
await US data tonight and tomorrow as well as ahead of FOMC minutes release.
Stay bearish on USD ahead of US data and FOMC minutes; caution that details
from the minutes may spark a moderate rebound. Technical outlook remains
pessimistic for the Dollar Index; it is still exposed to a drop to 91.57. Rebounds
cannot be rule out, but gains will likely be capped by 91.98 — 92.06.

EUR

EUR climbed 0.39% to 1.2059 against a weak USD and advanced against 6
G10s, supported by expectations of rising inflation as oil prices rise.

EUR remains slightly bullish against a weak USD  but direction will be dictated
by performance of US data and FOMC minutes. We still caution on potential
decline as a correction to recent rally before continuing higher. EURUSD still aims
at 1.2092, but firm resistance at 1 1.2070 could thwart this move. Breaking 1.2092
exposes a move to 1.2169.

GBP

JPY

GBP jumped 0.64% to 1.3590 against a weak USD and strengthened against
8 G10s.

Stay slightly bullish on GBP against a weak 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 1.3657 in the next leg higher.
However, we caution that signs of reversal has emerged, thereby limiting
GBPUSD gains going forward before retracing recent gains.

JPY retreated against 6 G10s as risk sentiment returns to markets but managed
to beat a weak USD by 0.3% to close firmer at 112.2 9.

Expect a bullish JPY as USD remains soft , supporting demand for refuge.
USDJPY continues to take aim at 111.90 while rebounds are likely stemmed near
112.53. Breaking 111.90 will trigger a move to as low as 110.15.

AUD

AUD climbed 0.32% to 0.7830 against a weak USD, supported by market risk
appetite and firmer commodities but slipped against 5 G10s.

We remain slightly bullish on AUD against USD amid prevailing risk appetite
in the markets. AUDUSD now takes aim at 0.7887 but we note that signs of
fatigue has emerged, hinting that gains going forward will be of smaller spectrum
before retracing recent gains.

SGD

SGD was boosted by firmer market risk appetite to beat 8 G10s and
strengthened 0.5% to 1.3293 against a weak USD

We turn bearish on SGD against USD on technical reasons. Downsides in
USDSGD still prevail amid continued build-up in bearish bias. But we opine that
overnight decline is likely to give way to a modest rebound first before extending
the recent downsides.
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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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