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Global Markets Research

Daily Market Highlights
Key Takeaways
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» Risk appetite in Asia and Europe was buoyed by talks of a US-China trade deal, EU 7
but sentiment failed in US session. US equities mostly opened higher but UK A
ended lower as markets turned cautious after White House economic advisor Singapore v
Larry Kudlow clarified that President Trump has not asked for a trade plan drafted, Australia ¥

on top of being weighed down by positive numbers from the US labour market,
which served to sustain rate hike bets. US nonfarm added more than expected Wh y .

min Nex
jobs of 250k in October while average wage growth also picked up to 3.1% YOY at’s CO g Up ext
(its fastest in almost a decade) on the back of a steady jobless rate.

Major Data
> Inthe latest release in conjunction with the tabling of 2019 Budget, MOF expects > Malaysia Exports, Trade Balance
the Malaysian economy to grow at a softer pace of 4.8% in 2018 before »  US Markit Services PMI, ISM Non-Manufacturing Index
picking up a little to 4.9% in 2019 (vs ours 4.4% and 4.8%), underpinned by > EU Sentix Investor Confidence
private sector agtlv_ltles amid const_)ll_datlon in the gove_rnmeth sect(?r and greater > UK Markit / CIPS Services PMI
external uncertainties. Budget deficit target for 2018 is revised higher to 3.7% . . .
of GDP (vs initial target of 2.8%) mainly as aresult of GST refund, and higher > China Caixin Services PMI
1MDB-relatd debt service charges, despite relentless effort on cost > Hong Kong and Singapore Nikkei PMIs

rationalization and shelving of projects. Budget deficit is expected to narrow again
to 3.4% of GDP in 2019 and to 3.0% in 2020, reaffirming the government’s
commitment towards restoring fiscal health. Despite a challenging environment > Nil
and against all chatters for a contractionary budget, Malaysia managed to
propose yet another expansionary budget with a 8.3% higher budget
allocation for 2019. This comprehensive and well-balanced budget coupled

Major Events

Daily Supports — Resistances (spot prices)*

. o . S2 S1 Indicative R1 R2 Outlook

with muted ‘sacrifices” for the broader segments of the economy is
e . . EURUSD 1.1374 1.1389 1.1397 1.1407 1.1424 r

expected to be positive for market sentiments in the near term. (For more
details, kindly refer to our budget commentary) GBPUSD  1.2957 1.2980 1.3000 1.3010 1.3035 ?
USDJPY  112.96 113.13 113.18 113.33  113.50 2
» USDoverturned early losses to beat 9 G10s while DXY climbed 0.28% to 96.54, AUDUSD 0.7160 0.7178 0.7198 0.7226  0.7241 2
bouncing off strongly from 95.98 amid support from firm US data and refuge EURGBP  0.8745 0.8760 0.8767 08775  0.8780 N

demand. Despite last Friday’s rebound, USD remains bearish in our view,
weighed down by risk aversion ahead of US data and mid-term elections. Amid

waning upward momentum, DXY continues to point towards 96.00 in the next leg USDMYR  4.1600  4.1615 4.1635 4.1640  4.1650 >
lower, below which 95.50 will be targeted. EURMYR 4.7378  4.7400 4.7449 47492  4.7558 2
i i JPYMYR 3.6756 3.6767 3.6779 3.6800 3.6843 b
» MYR jumped 0.45% to 4.1590 against a weak USD, further supported by
improved market sentiment amid talks of US-China trade reconciliation. MYR GBPMYR  5.4050 5.4093 5.4121 54179 5.4200 2
ended lower against 7 G10s. Expect a neutral MYR against USD, but could SGDMYR  3.0292 3.0300 3.0318 3.0325  3.0345 >
receive a bullish jolt if Malaysia trade data outperforms. USDMYR gapping higher AUDMYR 2.9918 2.9950 2.9972 20995 3.0023 N
at openlng has raised concerns that current downtre_nd may be at risk of an early NZDMYR  2.7685 27703 27715 27724 27741 >
end. Holding below 4.1745 sustains a downward bias that could see USDMYR
testing 4.1540 in the next leg lower, otherwise, 4.1850 will be threatened.
USDSGD  1.3700 1.3720 1.3732 1.3750 1.3762 h ]
» SGDinched 0.05% firmer to 1.3757 against USD and advanced against 9 G10s. EURSGD  1.5600 1.5642 1.5650 1.5670 1.5702 2
Stay slightly bullish on SGD against a soft USD, though gains may be kept
. . L . . . GBPSGD  1.7800 1.7810 1.7852 1.7879 1.7900 2
modest by easing risk appetite in the markets. Bearish trend continues to solidify,
AUDSGD  0.9864 0.9870 0.9887 0.9897  0.9925 2

pushing USDSGD lower with scope to test 1.3697 in the next leg lower. This level

protects a decline to 1.3660. * 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 1,713.87 i 0.41 62 CRB Index 192.30 0.34 -0.81
Dow Jones Ind. 25,270.83 |] -0.43 2123 WT| oil ($/bbl) 63.14 -0.86 4.50
S&P 500 2,723.06 |] -0.63 1185 Brent oil ($/bbl) 72.83 -0.08 8.64
FTSE 100 7,094.12 |1 -0.29 72 Gold (S/oz) 1,232.89 -0.04 : 8.10
Shanghai 2,676.48 3 2.70 07 CPO (RM/tonne) 1,995.50 I -1.19 -16.51
Hang Seng 26,486.35 ; 4.21 7 Copper ($/tonne) 6,283.00 E 3.17 -13.30
STI 3,116.39 ; 1.81 2 Rubber (sen/kg) 394.50 E 1.02 E‘-M.?O

Source: Bloomberg
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Actual

US Change in Nonfarm
Payrolls

US Unemployment Rate

US Average Hourly
Eamnings YOY

US Participation Rate

US Factory Orders

US Durable Goods
Orders

EU Markit Manufacturing
PMI

UK Markit / CIPS
Construction PMI

SG Purchasing
Managers Index

AU Retail Sales MOM

AU AiG Performance of
Services Index

Source: Bloomberg
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» Macroeconomics

MOF expects modest growth in the Malaysian economy; revising 2018
budget deficit target higher of 3.7% of GDP: The Malaysian economy is
expected to grow at a softer pace of 4.8% in 2018 before picking up a little to
4.9% in 2019 (vs ours 4.4% and 4.8%), underpinned by private sector activities
amid consolidation in the government sector and greater external uncertainties.
Budget deficit target for 2018 is revised higher to 3.7% of GDP (vs initial target
of 2.8%) mainly as a result of GST refund, and higher 1IMDB-relatd debt service
charges, despite relentless effort on cost rationalization and shelving of
projects. Budget deficit is expected to narrow again to 3.4% of GDP in 2019,
reaffirming the government's commitment towards restoring fiscal health.
Despite a challenging environment and against all chatters for a contractionary
budget, Malaysia managed to propose yet another expansionary budget with a
8.3% higher budget allocation for 2019. This comprehensive and well-balanced
budget coupled with muted ‘sacrifices” for the broader segments of the
economy is expected to be positive for market sentiments in the near term.

Firmer US labour market data sustained rate hike bets: US data continue to
churn out positive figures that kept rate hike bets sustained. Nonfarm payrolls
report revealed that 250k jobs were added in Oct, jumping from 118k in Sept
(downwardly revised from 134k though). On top of this, unemployment rate
steadied at 3.7% in Oct even though participation rate increased to 62.9% in
the same month (Sept: 62.7%), which suggests that the increased labour force
was absorbed into the job market. Amid a tighter labour market, income
continues to grow at a healthy pace, with average hourly earnings rising 3.1%
YOY in Oct, up from 2.8% in Sept. This has been the stronger wage growth
since Apr 2009, and growth has been on an uptrend since Oct 2017, adding to
the notion that consumption in the US will likely remain firm going forward. The
downside was that factory orders in Sept grew at a softer pace of 0.7% MOM in
Sept, down from a strong 2.6% in Aug though it did beat estimates of a 0.5%
rise. Similarly, growth in durable goods orders slipped to 0.7% MOM in Sept
from 0.8% in Aug.

Manufacturing slows in Eurozone, construction picks up in the UK: Signs
continue to point to a slower Eurozone, with the latest manufacturing PMI
compounding on the most recent downticks in data. Markit's gauge on
manufacturing sector slipped to 52.0 in Oct from 53.2 in Sept. The lowest
reading in 26 months was attributed to contraction in export orders, while the
index that measures sector sentiment fell to its lowest since Dec 2012, likely a
reflection of cautiousness amid on-going US-led trade disputes. In the UK,
construction sector grew at a quicker pace in Oct, surprisingly so amid Brexit
uncertainties plaguing sentiment. The Markit / CIPS construction PMI climbed
to 53.2 In Oct from 52.1 in Sept, led by start of new construction works,
increased overseas work and more businesses. The index was driven by
quicker growth in the civil engineering sector, while housing and commercial
construction also grew at quicker paces.

Softer spending and services in Australia: Retail sales grew 0.2% MOM in
Sept, dipping from 0.3% in Aug and was driven mostly by firmer spending on
food, without which sales would have been flat. Sales declined in clothing,
footwear and personal accessories, while mostly unchanged in household
goods and departmental stores. Performance in the services sector was softer
as well; the AiG index fell to 51.1 in Oct from 52.5 in Sept, indicating that growth
was at its slowest since Feb 2017 amid contraction in sales, new orders and
selling prices, all of which will likely drag down firmer employment growth and
added downward pressure on wages going forward.

Slower manufacturing sector in Singapore: The Purchasing Managers’
Index of Singapore fell to 51.9 in Oct, lowest since Aug 2017, from 52.4,
indicating slower growth in the manufacturing sector. Major sub-indices such as
new orders, new export orders, production and employment recorded lower
readings, all of which suggests that conditions are likely to remain subdued
going forward.
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Economic Calendar

Reporting

Date Country Events Period Survey Prior Revised
05/11 Malaysia Exports YOY Sept 6.6% -0.3% -
Imports YOY Sept 7.7% 11.2% --
Trade Balance MYR Sept 7.5b 1.6b -
05/11 us Markit US Services PMI Oct F 54.6 54.7 -
ISM Non-Manufacturing Index Oct 59.1 61.6 --
06/11 JOLTS Job Openings Sept 7125 7136 -
05/11 Eurozone Sentix Investor Confidence Nov 9.8 11.4 -
06/11 Markit Eurozone Services PMI Oct F 53.3 53.3 -
PPI YOY Sept 4.3% 4.2% --
05/11 UK Markit / CIPS UK Services PMI Oct 53.3 53.9 -
06/11 Japan Household Spending YOY Sept 1.5% 2.8% -
Nikkei Japan PMI Services Oct - 50.2 -
05/11 Hong Kong  Nikkei Hong Kong PMI Oct - 47.9 -
05/11 China Caixin China PMI Services Oct 52.8 53.1 -
05/11 Singapore  Nikkei Singapore PMI Oct - 49.6 -
06/11 Australia RBA Cash Rate Target 6 Nov 1.5% 1.5% -

Source: Bloomberg
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> Forex

MYR

MYR jumped 0.45% to 4.1590 against a weak USD, further supported by improved
market sentiment amid talks of US-China trade reconciliation. MYR ended lower
against 7 G10s.

Expect a neutral MYR against USD, but could receive a bullish jolt if Malaysia trade
data outperforms. USDMYR gapping higher at opening has raised concerns that
current downtrend may be at risk of an early end. Holding below 4.1745 sustains a
downward bias that could see USDMYR testing 4.1540 in the next leg lower,
otherwise, 4.1850 will be threatened.

usD

e USD overturned early losses to beat 9 G10s while DXY climbed 0.28% to 96.54,
bouncing off strongly from 95.98 amid support from firm US data and refuge demand.

* Despite last Friday’s rebound, USD remains bearish in our view, weighed down by
risk aversion ahead of US data and mid-term elections. Amid waning upward
momentum, DXY continues to point towards 96.00 in the next leg lower, below which
95.50 will be targeted.

EUR

e EUR slipped 0.18% to 1.1388 against USD, pulling back from the strong rally a day
before as Eurozone data and risk appetite both softened. EUR managed to pip higher
against 6 G10s.

e Expect a bullish EUR in line with our view of a softer USD; direction will be
determined by performance of the greenback. We view Friday’s decline as a technical
pullback after recent rally. EURUSD remains titled to the upside, supported by
retreating downward momentum. Beating 1.1400 will add upward strength to
EURUSD, putting 1.1424 — 1.1456 on the crosshair.

GBP

GBP fell 0.32% to 1.2970 against a firm USD and retreated against 8 G10s as
buying interest ebbed with markets awaiting more tangible results on talks.
Continue to expect a bullish GBP against USD, buoyed by report that the UK has
secured a customs deal with the EU. We continue to caution that GBP remains highly
sensitive to Brexit factors and re-emergence of negative headlines will swiftly push
GBP lower. Technical landscape has improved after gapping above 1.2980 at
opening and emergence of upward momentum. Expect bullish bias to prevail while
above 1.2980, with scope to test 1.3035 — 1.3050 next.

JPY

e JPY tumbled against all G10s and weakened 0.43% to 113.20 against a firm USD
amid softer demand for refuge through Asian-European sessions.

o Stay slightly bearish on JPY against USD in view of recovering risk sentiment that
would dampen demand for refuge. USDJPY expectedly test 113.30 last Friday and
remains on an upward trajectory, with room to 113.52 — 113.63 in the next leg higher.

AUD

e AUD dipped 0.18% to 0.7193 against USD and ended mixed against the G10s as
market sentiment retreated through US trading.

e Expect a slightly bullish AUD on the back of a softer USD, but gains are likely
modest given signs of renewed risk aversion in the markets on top of relatively softer
Australian data. AUDUSD expectedly broke 0.7226 and tested 0.7238 last Friday but
was beaten down thereafter. Amid an improving upward momentum, we expect
AUDUSD to attempt another break at 0.7226, with room to climb to 0.7275 next.

SGD

e SGD inched 0.05% firmer to 1.3757 against USD and advanced against 9 G10s.

e Stay slightly bullish on SGD against a soft USD, though gains may be kept modest
by easing risk appetite in the markets. Bearish trend continues to solidify, pushing
USDSGD lower with scope to test 1.3697 in the next leg lower. This level protects a
decline to 1.3660.
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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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