August 7, 2018

Global Markets Research
Daily Market Highlights

Key Takeaways

» US equity started the week by posting modest gains overnight as

markets focused on upbeat corporate earnings despite ongoing trade
jittery. Attention was mainly on Berkshire Hathaway’s better-than-expected
results which lifted financials stocks while technology and consumer
discretionary shares rallied as well. Yield on 10Y US treasuries fell 1bps to
2.94%. Crude oil benefited as US sanction on Iran kicked in — Brent and WTI
closed higher at $73.75/barrel and $69.01/barrel each. DXY spiked, ending
at 95.358, the highest level since July 2017.

Eurozone investor sentiments improved in August - the headline Sentix
Investor Confidence Index rose to 14.7 as trade war fear seemed to have
diminished following the Juncker-Trump meeting in late July. Japan
household spending extended its fifth month of consecutive decline by
1.2% YOY even though wage growth rose to a 21-year high of 3.6% YOY.
Stronger wage growth has failed to prop up household spending as
underlying demand remained week, suggesting subdued inflation ahead.
Australia construction sector expanded at a faster pace as the AIG
Performance of Construction Index rose to 52.0 in July.

USD strengthened against 9 G10s while the DXY extended its advance,
most in European morning, amid continued demand for refuge from
escalation of US-China trade tensions to close 0.21% higher at 95.35. USD
is slightly bearish in our view in anticipation of a technical pullback after
recent rally. DXY is negotiating the strong 95.32 — 95.52 resistance range
that has previously rejected 7 attempts to advance. Firmly breaking this
range exposes a move to 95.77 — 95.80, but failure will likely trigger a drop
to 95.11 or lower.

MYR ended 0.03% firmer at 4.0800 against USD but saw early gains
reduced as risk appetite continue to retreat amid escalation of US-China
trade tensions. MYR managed to advance against 7 G10s. Stay neutral on
MYR against USD with scope for mild losses amid waning risk appetite in
the markets from escalated US-China trade tensions. We maintain that price-
momentum divergence and signs of upside fatigue still prevail, both of which
still suggest a reversal lower is impending for USDMYR.

SGD weakened 0.16% to 1.3681 against a firm USD and eased against 6
G10s on the back of continued weakness in Asian markets. Expect a
slightly bearish SGD against USD, pressured by continued risk-off in
regional markets amid heightened US-China trade tensions. USDSGD is
technically bullish but caution on rising risk of rejection approaching 1.3704
—1.3712 range. Gains are likely to turn more modest and failure to break this
range is likely to trigger a decline to circa 1.3643.

Last Price
KLCI 1,779.75 0.02
Dow Jones Ind. 25,502.18 0.16
S&P 500 2,850.40 0.35
FTSE 100 7,663.78 0.06
Shanghai 2,705.16
Hang Seng 27,819.56 0.52
STI 3,285.34 0.60

Source: Bloomberg
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What’s Coming Up Next

Major Data
» Malaysia Foreign Reserves

» UK Halifax House Prices MoM
» Japan Leading Index Cl, Coincident Index

Major Events
» RBA Cash Rate Decision

Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
EURUSD  1.1558 1.1575 1.1558 1.1602 1.1632 r
USDJPY 111.00 111.14 111.32 111.37 111.53 h ]
GBPUSD  1.2900 1.2920 1.2941 1.2958  1.2980 3
AUDUSD  0.7352 0.7376 0.7385 0.7397  0.7405 3
EURGBP  0.8917 0.8924 0.8930 0.8936  0.8956 2

USDMYR  4.0800 4.0820 4.0835 4.0840  4.0850 >
EURMYR  4.7136 4.7165 4.7191 4.7200  4.7237 3
JPYMYR  3.6616 3.6650 3.6671 3.6700 3.6744 >
GBPMYR  5.2750 5.2800 5.2846 5.2892  5.2920 3
SGDMYR  2.9810 2.9824 2.9829 2.9842  2.9859 >
AUDMYR  3.0114 3.0137 3.0159 3.0170  3.0190 2
NZDMYR  2.7433 2.7450 2.7470 2.7485  2.7506 N

USDSGD  1.3743 1.3674 1.3690 1.3704  1.3712 2
EURSGD  1.5803 1.5812 1.5821 1.5831 1.5853 ?
GBPSGD  1.7685 1.7700 1.7716 1.7723 1.7750 N
AUDSGD  1.0090 1.0100 1.0111 1.0117 1.0129 2

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

Name Last Price DoD % YTD %
CRB Index 193.93 0.36 | 0.03
WTI oil ($/bbl) 69.01 0.76 E 14.22
Brent oil ($/bbl) 73.75 0.74 10.29
Gold (Sloz) 1,207.64 -0.60 8.10
CPO (RM/tonne) 2,160.50 -0.71 -9.60
Copper ($/tonne) 6,133.00 | -1.18 -15.37
Rubber (sen/kg) 410.50 0.37 -11.24
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> Macroeconomics

EU Sentix Investor
Confidence

JP Household Spending YoY

JP Labor Cash Eamnings YoY

AU AiG Perf of Construction
Index

Source: Bloomberg

For
Aug
Jun
Jun

Jul

Actual

14.7

-1.2%

3.6%

52.0

Last

121

-3.9%

2.1%

50.6

Survey

134
-1.4%

1.7%

Eurozone investor sentiments improved as trade war fear diminished:
The headline Sentix Investor Confidence Index for the overall Euro Area
rose by 2.6 pts to 14.7 in August (Jul: 12.1).The index for current situation
rose to 37.3 (Jul: 36.8) while the index for expectations went up to -5.8 (Jul:
-10.0). The improvement in sentiments was due to the late July meeting
between the European Commission President Jean-Claude Juncker and
President Trump in Washington as both parties agreed to work towards
solving trade issues thus leading investors to view the threat of an
escalation in trade dispute to be less acute.

Japan household spending contracted for fifth month; wage growth
at 21-year high: Data released this morning shows that household
spending fell less-than-expected by 1.2% YOQOY in June (May: -3.9%),
marking its fifth month of consecutive decline. Consensus estimates have
earlier expected a 1.4% YOY drop in spending. Meanwhile, labour cash
earnings, a measure of wage growth rose a whopping 3.6% YOY in the
same month (May: +2.1%), the highest since Jan-97. The accelerating
growth was driven by faster gain in contracted earnings (Jun +1.5% vs May
+1.4%) while special payout or bonus posted a modest growth (+7.0% vs
+18.2%) following a surge in the previous month. Within contracted
earnings, regular pay growth held steady at a solid 1.3% YOY (May: +1.3%)
suggesting that companies did increase employees’ pay. Overtime pay, the
barometer of corporate activities edged up substantially by 3.5% YOY
(May: +2.0%). The stronger wage growth in recent months came in tandem
with the tightening labour market where jobless rate stayed low and job-to-
applicant ratio was high, yet it has failed to drive household spending as
underlying demand remained weak. Our take is that inflation is likely
subdued for the coming months. June headline inflation rate has been at
0.7% YQY, well below the BOJ’s target of 2%. The central bank has
recently made some minor tweaks to its monetary policy while maintaining
its inflation target, a goal that it admitted, will take “more time than expected”
to achieve.

Australia construction sector expanded at a faster pace: The AiG
Performance of Construction Index rose to 52.0 in July (Jun: 50.6) as new
orders, employment and wages rose at a faster pace compared to the
previous month. Input prices soared yet that did not translate into higher
selling prices. Housing activity rose modestly whereas apartments and
commercial activities faltered.
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Economic Calendar

Date Country
07/08 Malaysia
08/08 us
07/08 UK
07/08 Japan
08/08

08/08 China
07/08 Australia
08/08

Source: Bloomberg

Events

Foreign Reserves

MBA Mortgage Applications
Halifax House Prices MoM
Leading Index ClI

Coincident Index

Eco Watchers Survey Current SA
Eco Watchers Survey Outlook SA
Trade Balance

Imports YoY

Exports YoY

Foreign Direct Investment YoY CNY
RBA Cash Rate Target

Home Loans MoM
Investment Lending

Reporting Period

Jul-31
03-Aug
Jul
Jun P
Jun P
Jul
Jul
Jul
Jul
Jul
Jul
07-Aug
Jun
Jun

Survey

0.2%
105.3
116.2
48.0
49.9

$38.90b

16.9%
10.0%
1.5%
0.0%

Prior Revised

$104.6b -
-2.6% -
0.3% -
106.9 -
116.8 -
48.1 -
50.0 -
$41.61b  $41.47b
14.1% 14.1%
11.3% 11.2%
0.3% -
1.5% -

1.1% --
-0.1% --
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FX Table

Name Last Price
EURUSD 1.1554
USDJPY 111.40
GBPUSD 1.2944
AUDUSD 0.7387
EURGBP 0.8926
USDMYR 4.0800
EURMYR 4.7169
JPYMYR 3.6684
GBPMYR 5.2892
SGDMYR 2.9843
AUDMYR 3.0168
NZDMYR 2.7493

Source: Bloomberg

DoD %
Bo12
10.13
[k o.44
Moo2s
f0.31

boos
|10.15
50.43
DI‘O.27
1017
10.46
f»o.oa

High Low YTD %

1.1574
111.53
1.3021
0.7408
0.8937

4.0805
4.7199
3.6697
5.3065
2.9864
3.0190
2.7541

1.1530
111.15
1.2920
0.7374
0.8890

MYR vs Major Counterparts (% DOD)

AUD 0.46
JPY 0.43
MYR CNY 0.37
Appreciated SGD 0.17
+—
MYR
Depreciated
—_—
-0.15
-0.27
-0.40 -0.20 0.00 0.20 0.40 0.60

4.0750 ]
4.7103 .
3.6613 .
5.2846 .
2.9809 .
3.0120 .
2.7467 .
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»Forex

MYR

MYR ended 0.03% firmer at 4.0800 against USD but saw early gains reduced as
risk appetite continue to retreat amid escalation of US-China trade tensions. MYR
managed to advance against 7 G10s.

Stay neutral on MYR against USD with scope for mild losses amid waning risk
appetite in the markets from escalated US-China trade tensions. We maintain that
price-momentum divergence and signs of upside fatigue still prevail amid failure to
break the upper Bollinger, both of which still suggest a reversal lower is impending
for USDMYR.

UsbD

USD strengthened against 9 G10s while the DXY extended its advance, most in
European morning, amid continued demand for refuge from escalation of US-China
trade tensions to close 0.21% higher at 95.35.

USD is slightly bearish in our view in anticipation of a technical pullback after
recent rally. DXY is negotiating the strong 95.32 — 95.52 resistance range that has
previously rejected 7 attempts to advance. Firmly breaking this range exposes a
move to 95.77 — 95.80, but failure will likely trigger a drop to 95.11 or lower.

EUR

EUR slipped 0.12% to 1.1554 against a firm USD but managed to close higher
against 5 G10s on the back of slightly better Eurozone data.

EUR is slightly bullish in line with our view on USD. Expect rebound in EURUSD
after recent sharp declines. But with downside momentum advancing, gains are
likely modest and stemmed by 1.1582 — 1.1591 before resuming a bearish trend.

GBP

GBP fell against all G10s and weakened 0.44% to 1.2944 against USD as it
remains weighed down by prospects of the UK exiting the EU without agreements
that allow operational continuity in crucial areas such as immigration and trade.
Stay bearish on GBP against USD as Brexit jitters continue to prevail. GBPUSD
remains technically bearish and is now poised to test 1.2900, a strong support that
we opine could halt current losses and perhaps even trigger a mild rebound.

JPY

JPY slipped against 5 G10s and weakened 0.13% to 111.40 against USD as
demand for refuge eased amid extended rebound in equities.

Keep a bullish view on JPY against USD, supported by refuge demand amid
heightened US-China trade tensions. USDJPY remains weighed down by rising
downside momentum that could push it to test 111.14 next. Breaking below this
exposes a move to 110.68.

AUD

AUD fell 0.23% to 0.7387 against USD and retreated against 7 G10s, weighed
down by soft commodities and risk aversion ahead of today’s RBA policy decision.
Continue to expect a bearish AUD against USD on the back of sliding sentiment
in the markets amid heightened US-China trade tensions and ahead of RBA policy
decision. AUDUSD remains weak while below 0.7397 and poised to close below
0.7360 soon if current bearish trend sustains. Next leg lower will threaten 0.7311.

SGD

SGD weakened 0.16% to 1.3681 against a firm USD and eased against 6 G10s
on the back of continued weakness in Asian markets.

Expect a slightly bearish SGD against USD, pressured by continued risk-off in
regional markets amid heightened US-China trade tensions. USDSGD is
technically bullish but caution on rising risk of rejection approaching 1.3704 —
1.3712 range. Gains are likely to turn more modest and failure to break this range
is likely to trigger a decline to circa 1.3643.
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Tel: 603-2081 1221
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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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