June 8, 2018

Global Markets Research

Daily Market Highlights

)% HonglLeong Bank

Key Takeaways

Overnight Economic Data

Malaysia 7

»  Markets turned to a cautious mode overnight ahead of the G7 summit us 0
and major central bank meetings, not to forget the Trump-Kim meeting in Eurozone >
Singapore. Wall Street stocks were mixed with the Dow up by 0.38% but the UK >
S&P500 and Nasdaq posted small losses. There was a general flight to Japan v
safety as yields on 10Y US treasuries dropped 5bps to close at 2.92%. Italian China v
bond vyields spiked by 12bps to end at 3.06% as concerns over the new Hong Kong v
Italian government seems to linger. EURUSD meanwhile rose to 1.1840 and Singapore 0
stabilized around 1.1800 as focus was mainly on the ECB meeting next week Australia 0
as the central bank is expected to announce decision regarding the timeline What’s Coming Up Next
to end its bond-buying program.

Major Data

» On the data front, US initial jobless claims reaffirmed a tightening .
labour market as claims declined to 222k last week. Final readings of 1Q > US Wholesales Inventories
GDP growth for both Eurozone and Japan were unrevised at +0.4% and > Japan Eco Watchers Survey Current & Outlook
-0.2% QOQ respectively (4Q: +0.7%; +0.3%). UK housing market > China Trade Balance, Exports
continued to soften on an annual basis. Elsewhere, data release were limited .
to changes in foreign reserves — China, Hong Kong, Malaysia recorded a Major Events'

L . . . . . » G7 Summit

decline in foreign reserves while that of Singapore increased. Australia trade
surplus narrowed in April while its foreign reserves increased in May. Daily Supports — Resistances (spot prices)*

» USD fell against 7 G10s while DXY rebounded in European and US S2 S1 Indicative R1 R2 Outlook
sessions to narrow early losses, closing 0.19% lower at 93.43. DXY is still EURUSD 1.1753  1.1790 1.1796 11822  1.1840 2
slightly bearish in our view, weighed down by potential flare-up in USDIPY 10919  109.50 109.75 109.79  109.87 N
ggopolitical cpncerns after recent commgnt by President Trump ma){ have GBPUSD  1.3394 1.3412 1.3417 13443 1.3477 2
dimmed sentiment ahead of a summit with North Korea. DXY remains on
track towards 92.81 in the coming weeks. Do allow for mild rebounds after AUDUSD 07595 07613 0.7618 0.7652 07660 2
recent losses, but failure to recapture above 94.03 continues to present a EURGBP  0.8783 0.8787 0.8795 0.8799  0.8809 2
bearish case for DXY.

USDMYR  3.9732 3.9750 3.9798 3.9816 3.9835 >

» MYR failed to capitalize on a softer USD, dipping 0.07% to 3.9770 at

. . . . . . EURMYR  4.6916 4.6975 4.6986 4.7030 4.7068 ?
closing and fell against all G10s. MYR is now neutral in our view against
USD; losses from a weaker opening are likely to be narrowed amid a softer JPYMYR  3.6210  3.6255 3.6260 36276 3.6306 2
USD. USDMYR must now break below 3.9718 today to re-establish the GBPMYR 53313  5.3380 5.3400 53440  5.3477 >
recent bearish trend, a task we opine to be rather difficult. Based on current SGDMYR  2.9805 2.9824 2.9840 2.9868  2.9890 >
technical signs, there is room for USDMYR to test 3.9878 — 3.9900 in the AUDMYR  3.0210 3.0286 3.0329 3.0394  3.0410 N
next leg higher, but caution that this range is where previous 4 rejections NZDMYR 27900  2.7921 27954 27966  2.7995 N
took place.

> SGD also slipped alongside Asian majors’ retreat, sliding against 8 G10s and USDSGD  1.3318  1.3332 1.3338 1.3356  1.3366 N
dipping 0.1% to 1.3338 against USD. Stay bullish on SGD against USD, EURSGD 15720 1.5726 1.5740 15756  1.5766 2
supported by rising risk aversion in the markets. Despite recapturing above GBPSGD  1.7843 1.7861 1.7895 1.7916  1.7938 2
1.3332, we opine that gains will only be temporary for USDSGD as bearish AUDSGD  1.0146  1.0153 10163 10168  1.0179 N
trend still suggests a close below 1.3325 by Tuesday. This would put
USDSGD back on track to break below 1.3300. * 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 1785.81 0.49 -0.61 CRB Index 199.49 0.24 i 12.90

Dow Jones Ind. 25241.41 0.38 2.11 WTI oil ($/bbl) 65.95 1.88 9.15

S&P 500 2770.37 -0.07 3.62 Brent oil ($/bbl) 77.32 2.60 i 15.63

FTSE 100 7704.40 -0.10 0.22 Gold (S/oz) 1297.18 0.06 E -0.38

Shanghai 3109.50 -0.18 -5.98 CPO (RM/tonne) 2384.50 0.70 E -0.23

Hang Seng 31512.63 0.81 5.33 Copper ($/tonne) 7332.00 1.55 io17

STI 3473.08 0.15 2.06 Rubber (sen/kg) 438.00 |] -1.57 -5.30

Source: Bloomberg
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> Macroeconomics

US jobless claims remained consistent: Initial jobless claims declined by

For Actual Last Survey
1k to 222k for the week ended 1 June (previous: 223k revised). Meanwhile
MA Foreign Reserves 31 May $108.5b $109.4b - continuing claims which measures the number of Americans receiving
N . 293k benefits after receiving an initial week of aid rose to 1.741m for the week
US Initial Jobless Claims 01 June 222k (revised) 220k ended 25 May (previous: 1.720m). Both data continue to paint a picture of
EU GDP SA QOQ 1QF 0.4% 0.7% 0.4% a robust labour market following an upbeat jobs report last Friday which saw
' ' ' the US added 223k new jobs in May while wage growth picked up at a faster
UK Halifax House Prices May 1.5% 31% 1.0% 2.7% YOY and unemployment rate ticked even lower to 3.8%. The Fed is
MOM expected to raise the fed funds rate by 25bps in next week's FOMC meeting
JP GDP 1Q18 F -0.2% 0.3% 0.1% as part of its gradual normalization of monetary policy.
JP Leadi 104.5 o )
eading Index Cl Apr P 105.6 (revised) 105.6 e Eurozone growth slowed, matched initial estimates: The seasonally
o adjusted 1Q18 GDP growth matched initial estimates of 0.4% QOQ (4Q:
JP Coincident Index AprP "7 (r;\jii,fd) 17.8 +0.7%) attributed to a slowdown in its three largest economies — Germany,
CN Foreign Reserves May $3.110.62b $3.124.85b $3.106.50b France and Italy grew 0.3% QOQ (4Q: +0.6%), 0.2% QOQ (4Q: +0.7%) and
0.3% (4Q: +0.4%) respectively. Growth in Spain meanwhile was flat at
HK Foreign Reserves May $432.1b ﬁ:x:ﬁ) - 0.7%. This brings the annual growth to 2.5% YOY in 1Q18 (4Q: +2.8%).
The growth tapered off (and normalize) following a few strong quarters
SG Foreign Reserves May $287.92b $287.73b - potentially attributed to what ECB president Mario Draghi described as
A$1,731m “temporary factors” namely weather conditions and Easter holiday timing.
AU Trade Balance Apr AS977m (revised) A$1,000m Recent data coming out from the Eurozone were mixed - retail sales slowed
) in April while inflation surged in May to 1.9% hitting ECB’s target of below
AU Foreign Reserves May A$B2.5m AST280 - 2%, but mainly due to rising oil prices. That said, the ECB is expected to
Source: Bloomberg discuss ending its bond buying program in coming 14 June meeting and as
of writing markets are pricing in a 51.6% chance of rate hike by the ECB in
mid-2019.

e UK house prices rebounded: The Halifax House Prices rose 1.5% MOM
in May (Apr: -3.1%) to a standard average price of £224,439 (Apr:
£221,108). On a yearly basis, house prices eased to increase 1.9% YOY
(Apr: 2.2%) a continuing sign of softening UK housing market.

e Japan first quarter GDP growth unrevised; outlook improved: Final
reading (announced just this morning) confirmed that the Japanese
economy contracted by 0.2% QOQ in 1Q18 (Q4: +0.3%). Preliminary
reading shows that Japan leading economic indicator rose to 105.6 in April
(Mar: 104.5) signaling improvement in April's economic conditions.
Meanwhile, the coincidence index ticked up to 117.7 (Mar: 116.0).

e China foreign reserves declined: Foreign currency holdings decreased
for the second consecutive month to $3.11tn in May (Apr: $3.12tn) on the
back of a weaker yuan.

¢ Hong Kong foreign reserves declined: Foreign reserves ticked lower to
$432.1b in May (Apr: $434.5b).

e Australia trade surplus narrowed in April; foreign reserves rose in
May: Trade surplus narrowed to A$977m in April (Mar: A$1.73b). Exports
dropped 2.1% MOM to A$34.1b (Mar: A$34.9b) due to a drop in goods
export (both agricultural and non-agricultural). Foreign reserves
meanwhile rose to A$82.5 in May (Apr: A$72.8b).

e Singapore foreign reserves rose: Foreign reserves increased to
$287.92b in Mat (Apr: $287.73Db).

e Malaysia foreign reserves declined: Foreign reserves fell to 108.5b as
at 31 May (previous: $109.4b), sufficient to finance 7.6 months of retained
imports and is 1.1 times short term external debt.
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Economic Calendar Release Date

Reporting . )
Date Country Events . Survey Prior Revised
Period
08/06 us Wholesale Inventories MOM Apr F 0.0% 0.0% -
08/06 Japan Eco Watchers Survey Current SA May 49.2 49.0 -
Eco Watchers Survey Outlook SA May 50.3 50.1 --
11/06 Core Machine Orders YOY Apr 1.3% -2.4% -
Machine Tool Orders YOY May P - 28.1% --
08/06 China Trade Balance Mar $33.25b $28.78b $28.38b
Exports YOY Mar 11.1% 12.9% 12.7%
10/06 New Zealand  REINZ House Sales YOY May - 6.6% -

Source: Bloomberg
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FX Table
Name
EURUSD
USDJIPY
GBPUSD
AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR

Last Price

1.1800
109.70
1.3423
0.7624
0.8791

3.9770
4.7006
3.6153
5.3518
2.9856
3.0426
2.8022

Source: Bloomberg

EUR
GBP
CHF
SGD
AUD

JPY
CNY
HKD
uUsD

0.07

0.12
0.10

DoD %

0.22
0.44
0.07
0.56
0.14

0.07
0.49
0.16
0.46
0.19
0.16
0.28

High Low YTD %

1.184
110.22
1.3472
0.7673
0.8838

3.9783
4.7068
3.6190
5.3561
2.9878
3.0485
2.8064

MYR

1.1773
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109.48 Ijﬂl?

1.3373
0.7613
0.8777

3.9692
4.6775
3.6021
5.3287
2.9805
3.0394
2.7938
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> Forex

MYR

MYR failed to capitalize on a softer USD, dipping 0.07% to 3.9770 at closing
and fell against all G10s.

MYR is now neutral in our view against USD; losses from a weaker opening are
likely to be narrowed amid a softer USD. USDMYR must now break below 3.9718
today to re-establish the recent bearish trend, a task we opine to be rather difficult.
Based on current technical signs, there is room for USDMYR to test 3.9878 —
3.9900 in the next leg higher, but caution that this range is where previous 4
rejections took place.

uUsb

USD fell against 7 G10s while DXY rebounded in European and US sessions to
narrow early losses, closing 0.19% lower at 93.43.

DXY is still slightly bearish in our view, weighed down by potential flare-up in
geopolitical concerns after recent comment by President Trump may have dimmed
sentiment ahead of a summit with North Korea. DXY remains on track towards
92.81 in the coming weeks. Do allow for mild rebounds after recent losses, but
failure to recapture above 94.03 continues to present a bearish case for DXY.

EUR

EUR’s rally on ECB QE tapering optimism lost steam as it retreated from intraday
high to settle just 0.22% firmer at 1.1800 against USD and advanced against 5
G10s.

Stay slightly bullish on EUR against USD, but we caution that falling sentiment
heading into G7 summit could continue to shave off gains as seen overnight.
EURUSD is facing resistance at 1.1840 — 1.1855 range. While it is still bullish,
continued failure to break above this range would trigger a decline to circa 1.1723.
Otherwise, we expect EURUSD to challenge 1.1908 next.

GBP

GBP remained subdued against 6 G10s on relatively firmer European majors but
inched 0.07% higher to 1.3423 against a soft USD.

GBP remains slightly bullish against USD, supported by refuge demand heading
into G7 summit. Technically, GBPUSD still appears to be on track towards 1.3482
despite signs up upside fatigue approaching this strong resistance level.

JPY

JPY rebounded to beat 8 G10s and strengthened 0.44% to 109.70 against USD
as risk-off sentiment increased amid continued sell-off in emerging majors.

We maintain a bullish view on JPY against USD, supported by improving risk-
off sentiment heading into G7 and North Korea summits. Closing below 109.79
overnight has exposed USDJPY to further losses, possibly to circa 109.
Recapturing 110 would reinstate the recent bullish trend.

AUD

AUD was pressured by risk aversion in emerging and Asian majors, falling against
all G10s and weakening 0.56% to 0.7624 against USD.

We are now bearish on AUD against USD as risk aversion rises ahead of G7
summit. Technically, AUDUSD needs to recapture above 0.7648 today, or hold
above 0.7616 on Monday, to sustain the recent bullish trend and stay on track to
challenge 0.7718. Otherwise, expect a decline to circa 0.7565 in the coming week.

SGD

SGD also slipped alongside Asian majors’ retreat, sliding against 8 G10s and
dipping 0.1% to 1.3338 against USD.

Stay bullish on SGD against USD, supported by rising risk aversion in the
markets. Despite recapturing above 1.3332, we opine that gains will only be
temporary for USDSGD as bearish trend still suggests a close below 1.3325 by
Tuesday. This would put USDSGD back on track to break below 1.3300.
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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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