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Global Markets Research

Daily Market Highlights
Key Takeaways

MY ¢

> Development on US trade protectionism policies with chatters that Canada and us >
Mexico could potentially be exempted from the tariff increase helped Eurozone w
soothe market concerns. This overshadowed the series of first tier data UK w
releases which came in on the negative side. Data from the EU, Japan and Japan v
Australia all confirmed growth decelerated in 4Q. The similarity we observed Australia 7

in EU and Japan was that growth was dampened by slower expansion in
consumption, which offset improvement in investment; whilst the reverse holds ‘n' L] H

for Australia. The softening growth outlook reaffirms our view that ECB, BOJ hat S Comlng Up NeXt
and RBA will stay pat on interest rates this year.

Major Data
> In the US, the Fed Beige Book maintained that the US economy is on a » US initial jobless claims
moderate growth path and noted signs of build-up in inflation. Job reports » UK RICS house prices balance
also reaffirmed continued recovery in the US labour market with 235k jobs being > Japan Eco watcher current, Eco watcher outlook
added while wage growth quickened. Other data on trade balance and consumer .
i - i » China export
credit were more downbeat. Trade deficit widened to almost a 10-year high as a ]
result of a drop in exports while consumer credit was lower at $13.9bn in January, > Australia trade balance
implying cautiousness among consumers. Major Events
) ) » ECB main refinancing rate
> BNM kept OPR unchanged at 3.25% at its MPC meeting yesterday as expected.
There was also no change in its policy tone and this reaffirmed our view for
OPR to stay pat for the remaining of 2018. Assessment on the global and Daily Supports — Resistances (spot prices)*
domestic economy remained positive despite concerns over trade tensions and o
possible return of financial markets volatility. s2 s1 Indicative R1 R2 Outlook
EURUSD  1.2370 1.2400 1.2414 1.2417  1.2465 2
> USD advanced against 6 G10s while the DXY inched 0.02% higher to 89.63, USDJPY 105.85 106.00 106.10 106.46 106.63 8
likely on retracement from recent sell-off as worries of trade war eased amid GBPUSD  1.3857 1.3891 1.3908 1.3914 1.3930 2
speculation that Mexico and Canada may be exempted from trade tariff. USD
. . L . . - . AUDUSD 0.7813 0.7819 0.7830 0.7838 0.7850 ?
remains slightly bearish in our view as risks of a trade war still linger despite
some ease in concerns overnight; a lack of positive catalyst is likely to keep EURGBP  0.8912  0.8920 0.8926 0.8934  0.8940 3
buying interest subdued. DXY stays within a minor bearish trend that suggests
further losses to 89.10 is probable. A close above 89.93 would alleviate the USDMYR  3.8950 3.8992 3.9020 3.9035 3.9047 2
current downside bias but even so, we are skeptical that it spells the onset of a
e EURMYR  4.8376 4.8400 4.8422 4.8500 4.8520 ?
JPYMYR  3.6684 3.6726 3.6779 3.6803  3.6845 3
> MYR overturned early gains into minor loss of 0.03% close at 3.9048 against GBPMYR 5.4126 5.4200 5.4262 5.4286 5.4309 2
USD, and fell against all other G10s amid risk aversion in the markets. Expect a
. . . . - SGDMYR  2.9651 2.9678 2.9688 2.9694 2.9710 ?
slightly bearish MYR against USD, amid lack of positive catalyst to support
further buying interests. We note the recent unconvincing downward moves and AUDMYR  3.0500 3.0515 3.0559 3.0562 3.0600 ”
intraday rebound from lows are raising doubts over the sustainability of this minor NZDMYR  2.8352 2.8404 2.8417 2.8496 2.8524 r
downtrend. A close above 3.9032 today will tilt the pair upwards and target
3.9136.
USDSGD  1.3120 1.3138 1.3142 1.3149 1.3166 N
> SGD strengthened 0.15% to 1.3141 against USD and advanced against all EURSGD  1.6293 1.6304 1.6315 1.6326 1.6350 r
G10s on refuge demand in Asian session. Keep a Sllght bullish view on SGD GBPSGD 1.8237 1.8259 1.8277 1.8290 1.8300 2
against USD as risk aversion eases. Bearish bias prevails in USDSGD; the pair AUDSGD  1.0258 1.0281 1.0290 1.0296 1.0306 2

has closed below 1.3147 and is now poised to test 1.3092 in the next leg lower.

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

Last Price Last Price DoD % YTD %
KLCI 1837.9 -0.6 23 CRB Index 1944 -1.18 0.3
Dow Jones Ind. 24801.4 -0.3 0.3 WTI oil ($/bbl) 61.2 -2.32 1.2
S&P 500 2726.8 0.0 2.0 Brent oil ($/bbl) 64.3 -2.20 |:. -2.0
FTSE 100 7157.8 0.2 -6.9 Gold (S/oz) 1325.5 -0.70 1.6
Shanghai 3271.7 -0.5 -1.1 CPO (RM/tonne) 2468.5 1033 3.3
Hang Seng 30196.9 -1.0 0.9 Copper ($/tonne) 6950.0 [I -0.77 [' -4.1
STI 3450.7 -1.2 14 Rubber (sen/kg) 499.0 E 0.60 7.9

Source: Bloomberg
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Economic Data
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» Macroeconomics

BNM kept OPR unchanged at 3.25% at its MPC meeting yesterday as
expected. There was also no change in its policy tone and this
reaffirmed our view for OPR to stay pat for the remaining of 2018.
Assessment on the global and domestic economy remained positive
despite concerns over trade tensions and possible return of financial
markets volatility. No change to our view for growth to moderate to 5.0%
and for inflation to soften to 2.0% this year. Amid a backdrop of
moderate growth and softer inflation, and with real interest rates
returning to positive territory, we believe further policy normalization is
not necessary. In another release by BNM, foreign reserves ticked
higher again by $0.1bn to $103.7bn as at end-February, sufficient to
finance 7.2 months of retained imports and 1.1x short term external
debt.

In the US, the Fed Beige Book maintained that the US economy is on
a moderate growth path and noted signs of build-up in inflation. Job
reports also reaffirmed continued growth in the US labour market. ADP
showed the private sector added 235k jobs in February, down from the
upwardly revised 244k jobs in January (from 234k). Nonfarm
productivity decelerated and was flat in 4Q (3Q: +2.6%) vs a preliminary
reading of -0.1% but unit labour costs quickened to 2.5% (3Q: +1.0%).
Trade deficit widened more than expected to $56.6bn in January, no
thanks to a 1.3% MOM decline in exports even as imports were flat.
Consumer credit was however a tad lower at $13.9bn in January,
implying cautiousness among consumers, in line with slower growth
seen in personal spending released earlier. Meanwhile, MBA mortgage
applications rose at a slower pace of 0.3% WOW in the week ended 2-
March.

Eurozone 4Q GDP maintained a 0.6% QOQ growth as initially
estimated, but down a notch from the 0.7% QOQ increase in 3Q, as
slower growth in household and government spending offset a rebound
in investment. Softening growth outlook could potentially delay ECB’s
policy normalization plans.

In tandem with easing house prices surveyed by other bodies in the UK,
yesterday release by Halifax showed the increase in house prices
moderated for the 4" consecutive month to 1.8% YOY in the three
months to February (Jan: +2.2%), its slowest in five years as softening
growth outlook and rising inflation is taking a toll on consumers.

In the Asia space, Japan leading and coincident indices pulled back
more than expected to 104.8 and 114.0 in January, dragged by declines
in new job offers and housing starts, signaling a more subdued outlook
in the next 3-6 months. Evidently, final reading of 4Q GDP confirmed a
slowdown but at a lesser than expected rate to 0.4% QOQ (3Q: +0.6%
QOQ), as a result slower growth in private consumption but the
slowdown was mitigated by a rebound in fixed capital formation.

Down under, 4Q GDP also disappointed, moderated more than
expected to 0.4% QOQ (3Q: +0.7% QOQ revised) as quicker expansion
in consumption (+0.9% vs +0.3%) was offset by decline in investment
(-0.4% vs +1.0%). YQOY, the Australian economy grew at a slower pace
of 2.4% YOY in 4Q, down from the 2.9% YQY increase in 3Q. The softer
growth outlook was in tandem with RBA less upbeat assessment at its
policy meeting earlier this week, reinforcing the case for interest rates
to stay pat this year.
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Economic Calendar Release Date

Country Date Event Reporting Period Survey Prior Revised
us 8/3 Fed Beige Book -
Consumer credit Jan $17.65b $18.44b -
Initial jobless claims Mar 3 220k 210k --
9/3 Change in nonfarm payroll Feb 200k 200k -
Unemployment rate Feb 4.0% 4.1% --
Eurozone 8/3 ECB main refinancing rate Mar 8 0.00% 0.00% -
UK 8/3 RICS house prices balance Feb 7% 8% -
9/3 Visible trade balance Jan -11900 -13576m -
Industrial production MOM Jan 1.5% -1.3% --
NIESR GDP estimate Feb 0.4% 0.5% -
Japan 8/3 Eco Watcher current Feb 50.5 49.9 -
Eco Watcher outlook Feb 51.7 52.4 -
9/3 Overall household spending Jan -1.0% -0.1% -
BOJ policy balance rate Mar 9 -0.10% -0.10% --
China 8/3 Exports YOY Feb 11.0% 11.1% -
8-18/3 FDI YOY Feb - 0.3% -
9/3 PPI YOY Feb 3.8% 4.3% -
CPI YOY Feb 2.5% 1.5% --
Australia 8/3 Trade balance Jan A$160m -A$1358m -
Vietnam 7-13/3  Domestic vehicle sales YOY Feb - 29.4% -

Source: Bloomberg
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FX Table

Name Last Price DoD % High Low YTD %
EURUSD 1.2411 i 0.06 1.2444 1.2385 |3.4
USDJPY 106.07 ! -0.06 106.22 105.46 DII'»SB
GBPUSD 1.3896 i 0.06 1.3912 1.3846 |2.9
AUDUSD 0.7825 -0.05 0.783 0.7772 ! 0.2
EURGBP 0.8931 E -0.01 0.8968 0.8919 10.5
USDMYR 3.9048 0.03 3.9058 3.8955 DI]'S.G
EURMYR 4.8511 0.67 4.8533 4.8376 *0.2
JPYMYR 3.6912 0.28 3.6985 3.6839 22
GBPMYR 5.4149 0.33 5.4286 5.4124 |10.7
SGDMYR 2.9679 0.33 2.9679 2.9541 []!»2.0
AUDMYR 3.0463 0.55 3.0515 3.0300 D]!SA
NZDMYR 2.8433 0.59 2.8480 2.8365 [!1'3

Source: Bloomberg

MYR vs Major Counterparts (% DOD)
EUR

0.67

AUD 0.55
GBP 0.33

MYR

Appreciated SGD 0.33

<« Y 0.28 MYR
CHFE 0.26 Depreciated
usD 0.03 —
HKD 0.00

-0.14
—O.‘20 0.60 O.éO o.ﬁo O.éO O.éO

> Forex

MYR

MYR overturned early gains into minor loss of 0.03% close at 3.9048 against
USD, and fell against all other G10s amid risk aversion in the markets.

Expect a slightly bearish MYR against USD, amid lack of positive catalyst to
support further buying interests. We note the recent unconvincing downward moves
and intraday rebound from lows are raising doubts over the sustainability of this minor
downtrend. A close above 3.9032 today will tilt the pair upwards and target 3.9136.

UsbD

USD advanced against 6 G10s while the DXY inched 0.02% higher to 89.63, likely
on retracement from recent sell-off as worries of trade war eased amid speculation
that Mexico and Canada may be exempted from trade tariff.

USD remains slightly bearish in our view as risks of a trade war still linger despite
some ease in concerns overnight; a lack of positive catalyst is likely to keep buying
interest subdued. DXY stays within a minor bearish trend that suggests further losses
to 89.10 is probable. A close above 89.93 would alleviate the current downside bias
but even so, we are skeptical that it spells the onset of a reversal.

EUR

EUR inched 0.06% higher to 1.2411 against USD and advanced against 8 G10s as
risk appetite improved on easing trade war concerns.

Expect a slightly bullish EUR on the back of a still soft USD, anticipating the ECB
to remain positive on Eurozone outlook; caution that a surprise dovish tone in ECB
statement will greatly alter the current bullish landscape. EURUSD remains
technically bullish and is on track to test 1.2488, but we still caution on potential for a
reversal to the downside before 1.2555.

GBP

GBP also inched 0.06% higher to 1.3896 against USD and bested all G10s on
rising optimism of positive development in Brexit negotiations.

Stay slightly bullish on GBP against USD, supported by rising optimism that events
relating to Brexit treaty will be positive. GBPUSD'’s failure to break 1.3914 has raised
concerns that upside strength is insufficient. The pair will test 1.3914 again today; a
break exposes a move to 1.3986 in the coming days, otherwise, a return to 1.3839 is
likely.

JPY

JPY advanced against 7 G10s and inched 0.06% firmer to 106.07 against USD
from strong early gains in Asian-European trade due to spillover of risk aversion from
previous US session.

We turn slightly bearish on JPY against USD, anticipating ease in risk aversion to
dampen demand for refuge. Technical landscape in USDJPY is changing; a close
above 106 today increases the ability to test 106.87 next, but we are skeptical that
further gains can be achieved thereafter.

AUD

AUD recovered from losses triggered by softer than expected Australia 4Q GDP to
beat 5 G10s but failed to overturn a 0.05% loss to 0.7825 against USD.

We turn slightly bullish on AUD against USD, supported by retreat in risk aversion
in the markets. AUDUSD’s outlook remains fragile and a close below 0.7819 would
tilt the pair lower towards 0.7719. A close above 0.7838 is required to affirm that
upsides can sustain.

SGD

SGD strengthened 0.15% to 1.3141 against USD and advanced against all G10s
on refuge demand in Asian session.

Keep a slight bullish view on SGD against USD as risk aversion eases. Bearish
bias prevails in USDSGD; the pair has closed below 1.3147 and is now poised to test
1.3092 in the next leg lower.
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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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