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Global Markets Research

Daily Market Highlights
Key Takeaways

Malaysia \ 7

» Upheaval in global equities continued to linger as the CBOE Volatility Index us \
hovered near its highest in about 2.5 years despite the marginal pullback to UK ->
below 30. Major US stock indices managed to close in the green but those of Japan v
European and Asian continued to bleed. Correspondingly, global bonds also China @
ended mixed while the US Dollar saw sustained gains. Australia 7

» RBA quarterly statement on monetary policy remained neutral in our view,
reiterating that it will be some time before the economy reaches full employment Wh ’ m H
o JeRre e . . in Nex
and for inflation to return to the midpoint of its target, offering no clues RBA is at S CO g Up e t
preparing for a rate change. Australian home loans fell more than expected
in December, underscoring housing market weakness.

Major Data

»  Singapore retail sales
» Data releases were downbeat. UK industrial production contracted more
than expected despite a pick-up in manufacturing production as sharp plunges Major Events
in mining & quarrying, and oil & gas pulled overall production down. Visible > Nil
trade deficit also unexpectedly widened to £13.6bn in December, its
biggest deficit since Sept-16 as imports rose at a faster pace vs exports.
Meanwhile, sustained 0.5% MOM gains in NIESR GDP estimate showed the
UK economy is still expected to register steady growth ahead. Contrary to
uptick seen elsewhere, China CPl and PPl moderated in January. US S2 S1 Indicative R1 R2 Outlook

wholesale inventories moderated less than expected while services industry  gyrusD  1.2185  1.2242 1.2256 1.2305  1.2377 \

Uniefgesizdly vzl I Je g USDJPY  108.08  108.29 108.72  108.96  109.21

N

. . . GBPUSD 1.3728 1.3786 1.3826 1.3868 1.3893 N
» USD closed softer against 6 G10s but gains against the GBP, JPY and CHF

2

2

led the Dollar Index higher for the 6! consecutive day, closing 0.24% higher
at 90.44 on Friday. We expect USD to remain slightly bullish supported by =~ EURGBP ~ 0.8804  0.8840 0.8864  0.8889  0.8907
haven demand amid lingering market jitters but caution that gains could turn

AUDUSD  0.7769 0.7794 0.7820 0.7842  0.7866

increasingly more muted ahead. DXY still has legs to climb higher to 90.91 USDMYR 39035  3.9174 3.9325 3.9418  3.9554 2
given continuous build-up in upside momentum, but further upside could be EURMYR 4.7976  4.8049 4.8185 4.8257 4.8384 N
capped by 91.00 that would likely push DXY down again. JPYMYR 35782  3.5960 3.6186 36251 3.6387 2

i . i GBPMYR 5.4114 5.4244 5.4359 5.4427 5.4536 N

» MYR extended its losses against the USD, weakening further by 0.32% to

3.9395 and was weaker against all other majors on Friday amid continued risk SGDMYR  2.9492  2.9538 29626 29746 2.9805 >
aversion following extended selloffs in global equities. MYR remains bearish ~ AUDMYR  3.0631  3.0696 3.0754  3.0821  3.0893 ”
against the USD with continued pick-up in negative momentum indicators. NZDMYR  2.8276  2.8399 2.8493 2.8538  2.8629 2

Maintain our view for USDMYR to head towards 3.9554 soon, above which we

expect the pair to test 3.9884 next. USDSGD 13211  1.3253 1.3275 13314 1.3346 ]

) ) ) EURSGD 1.6223  1.6254 1.6269 1.6340  1.6365 2

» SGD advanced 0.26% to 1.3277 against the USD and gained against 8 G10s. GBPSGD  1.8279 18317 18344 18368 1.8396 »
We remain slightly bearish on SGD against the USD, amid lingering risk off ' ' ' ' '

AUDSGD 1.0329  1.0348 1.0379 1.0408  1.0445 2

in the markets. USDSGD remains bullish even though positive momentum is
softening somewhat. We maintain our view for the next move higher to 1.3361,
which we feel is a strong resistance, provided the pair does not close below
1.3278 today.

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

Last Price Last Price
KLCI 1819.8 -1.1 1.3 CRB Index 188.5 -1.70 [‘ -2.8
Dow Jones Ind. 24190.9 14 -2.1 WT| oil ($/bbl) 59.2 E[ -3.19 |] -2.0
S&P 500 2619.6 1.5 -2.0 Brent il ($/bbl) 62.8 E‘ -3.12 -6.1
FTSE 100 7092.4 -1.1 -7.7 Gold (S/oz) 1316.2 E -0.20 1.1
Shanghai 3129.9 -4.1 -54 CPO (RM/tonne) 2467.5 l -0.52 3.2
Hang Seng 29507.4 -3.1 -1.4 Copper ($/tonne) 6755.0 |] -1.31 -6.8
STI 3377.2 -1.1 -0.8 Rubber (sen/kg) 466.0 E -0.11 0.8

Source: Bloomberg
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Economic Data

MY IPI YOY

US wholesale inventories
UK industrial production
MOM

UK visible trade balance
UK NIESR GDP estimate
JP tertiary industry index
MOM

CH PPI YOY

CH CPI'YOY

AU home loans MOM

For
Dec

Dec F

Dec

Dec
Jan

Dec

Jan
Jan
Dec

Actual

2.9%
0.4%

-1.3%

-£13576m

0.5%
0.2%

4.3%
1.5%
-2.3%

Last
5.0%

0.2%
0.3%

-£12456m

0.5%
1.1%

4.9%
1.8%
1.6%

Survey
4.6%

0.2%
-0.9%

-£11550m
0.5%
0.2%

4.3%
1.5%
-1.0%

Source: Bloomberg

» Macroeconomics

US wholesale inventories moderated less than initially estimated to
0.4% MOM in December (Nov: +0.6%). The slower increase was a
result of slower gains in non-durable goods namely drugs, which
offset sustained gains in durable goods led by auto and computers.
Sales also softened to 1.2% MOM (Nov: +1.9%) dragged by declines
in auto and computer sales. Pushing the inventory/ sales ratio lower
to 1.22, its lowest since Oct-14 indicating improving demand.

UK data skewed to the negative side. Industrial production
contracted more than expected by 1.3% MOM in December (Nov:
+0.3% revised), marking its first decline in nine months. This came
despite a pick-up in manufacturing production (+0.3% vs +0.2%), as
sharp plunges in mining & quarrying, and oil & gas pulled overall
production down. In a separate release, visible trade deficit
unexpectedly widened to £13.6bn in December, its biggest deficit
since Sept-16 as imports rose at a faster pace of 3.8% vs the 1.5%
MOM increase in exports. Meanwhile, sustained 0.5% MOM gains in
NIESR GDP estimate showed the UK economy is still expected to
register steady growth ahead.

In neighbouring Asia, China CPIl and PPl moderated to 1.5% and
4.3% YOY respectively in January, contrary to quicker price gains
seen in some parts of the world. Slower inflationary pressure would
help support consumer real purchasing power, hence keeping
growth in the economy supported.

Meanwhile, Japan tertiary industry index surprised on the downside
by contracting 0.2% MOM in December, dragged by declines in retail
trade, transport, information and communication, finance and
insurance, among others, reflecting a slowing services sector.

Down under, home loans fell more than expected by 2.3% MOM in
December. Broad-based declines in total homes financed from new
to existing home purchase highlighted concerns on a softening
housing market in Australia. RBA quarterly statement on monetary
policy remained neutral in our view, reiterating that it will be some
time before the economy reaches full employment and for inflation to
return to the midpoint of its target, offering no clues RBA is preparing
for a rate change.

At the local front, industrial production growth tapered off to 2.9%
YOQOY in December, pressured by slower increase in manufacturing
output and decline in mining output. More moderate gains in 4Q IPI
(+3.7% vs 3Q’s +5.9%) indicates growth will moderate in the final
quarter of the year, which we are estimating a 5.2% YOY increase,
bringing full year growth to 5.7% for the whole of 2017.
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Economic Calendar Release Date

Reporting ) .

Country Date Event . Survey Prior Revised

Period

us 13/2 NFIB Small Business Optimism Jan 105.7 104.9 --
MBA Mortgage Applications Feb-09 -- 0.7% --
UK 13/2 CPI YOY Jan 2.9% 3.0% -
RPI YOY Jan 4.1% 4.1% -
PPI Output NSA YOY Jan 3.0% 3.3% -
Japan 13/2 PPl YoY Jan 2.7% 3.1% -
Machine Tool Orders YoY Jan P -- 48.3% -
Singapore 12/2 Retail sales YOY Dec 4.8% 5.3% -
Australia 13/2 NAB business confidence Jan - 11 -

Source: Bloomberg
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Name Last Price DoD % High Low YTD %
EURUSD 1.2252 0.04 1.2287 1.2206
USDJPY 108.80 0.06 109.31 108.05
GBPUSD 1.3827 Dl. -0.62  1.3987 1.3765
AUDUSD 0.7813 041 0783  0.7759
EURGBP 0.8864 0.69 0.8879  0.8779
USDMYR 3.9395 0.32 39430  3.9290
EURMYR 4.8316 0.60 4.8384  4.8142
JPYMYR 3.6130 0.96/ 3.6233  3.6046
GBPMYR 5.4832 0.75 55071  5.4707
SGDMYR 2.9628 0.38 2.9640 2.9487
AUDMYR 3.0714 0.12 3.0734 3.0566
NZDMYR 2.8464 0.64 2.8472 2.8366

Source: Bloomberg
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»Forex

MYR

MYR extended its losses against the USD, weakening further by 0.32% to
3.9395 and was weaker against all other majors on Friday amid continued risk
aversion following extended selloffs in global equities.

MYR remains bearish against the USD with continued pick-up in negative
momentum indicators. Maintain our view for USDMYR to head towards 3.9554
soon, above which we expect the pair to test 3.9884 next.

uUsbD

USD closed softer against 6 G10s but gains against the GBP, JPY and CHF led
the Dollar Index higher for the 6™ consecutive day, closing 0.24% higher at 90.44
on Friday.

We expect USD to remain slightly bullish supported by haven demand amid
lingering market jitters but caution that gains could turn increasingly more muted
ahead. DXY still has legs to climb higher to 90.91 given continuous build-up in
upside momentum, but further upside could be capped by 91.00 that would likely
push DXY down again.

EUR

EUR eked out a 0.04% gain vs the USD at 1.2252 and traded stronger against
6 G10s amid lack of fresh catalysts and economic releases in the euro area.
EUR remains slightly bearish against the USD but we noticed the pair is forming
a base at the current levels that could keep the pair supported at 1.2242-1.2263
for the time being until a break lower to 1.2161. EURUSD is technically bearish
and downside momentum has increased, paving the way for the pair to test
1.2161 next.

GBP

GBP fell 0.62% vs the USD to 1.3827, and underperformed all G10s prompted
by selloffs post-releases of disappointing UK data.

GBP is bearish against USD today largely influenced by USD movement.
GBPUSD remains technically bearish and we still expect the pair to head towards
1.3786 next.

JPY

JPY erased gains in late US session and closed weaker for the first time in three
days, by a minute 0.06% to 108.80 against the USD.

JPY is expected to remain slightly bullish against USD today supported by
lingering refuge demand. Momentum indicator in USDJPY remained in small
positive indicating USDJPY continues to exhibit a slight bullish bias but there is
still scope for USDJPY to test 108.27.

AUD

AUD gained 0.41% against the USD to 0.7813, and was stronger against 8
G10s tracking recovery in US equities.

AUD stands a chance to extend gains against the USD today, if recovery in
US equities is spilled over to Asian markets. Negative momentum in ADUUSD is
softening and we believe a close above 0.7819 could temporary negate a
downward move to 0.7744.

SGD

SGD advanced 0.26% to 1.3277 against the USD and gained against 8 G10s.
We remain slightly bearish on SGD against the USD, amid lingering risk off in
the markets. USDSGD remains bullish even though positive momentum is
softening somewhat. We maintain our view for the next move higher to 1.3361,
which we feel is a strong resistance, provided the pair does not close below
1.3278 today.
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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.

°


mailto:HLMarkets@hlbb.hongleong.com.my

