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Key Takeaways

>

US markets staged a relief rally as report showing softer wage growth
soothed concerns that the Fed could be in for more aggressive rate hikes.
The US nonfarm sector added 313k new job in Feb-18, the largest gain since
Jul-16. Unemployment remained unchanged at 4.1% for the 5" consecutive
month while participation rates improved to 63%. Wage growth slowed to 0.1%
MOM and 2.6% YOY in February (Jan: +0.3% MOM and +2.8% YQY), reviving
expectation that the Fed will maintain a gradual pace of policy normalization.

The Bank of Japan kept its monetary policy unchanged on Friday as widely
expected, holding the overnight interest rate steady at -10% and yields on 10-
year JGBs at 0%. The central bank remained upbeat on the Japanese economic
outlook, stressing that the economy is expanding moderately. Newly released
data shows that consumption improved while the manufacturing sector is
normalizing but generally remain positive.

China’s CPI surprised on the upside, quickening to 2.9% YOY in Feb-18,
nearly doubled from the 1.5% YOY increase a month ago, shored up jumps in
the prices of food and transport skewed by seasonal factors. PPl on the other
hand moderated more than expected to 3.7% YOY in February, a sign of cooling
factory prices.

USD retreated against 6 G10s while the DXY slipped 0.1% to 90.09, weighed
down by softer than expected US wage growth data despite signs of further
tightening of the labour market. Stay bullish on USD on firmer buying interest
amid signs of firmer US economy; upsides in US CPI will accelerate the bulls.
DXY remains within a minor bullish trend while above 89.63, with scope to re-
test 90.58 next. Success here exposes a move to 91.32, otherwise a decline
back to 89.10 is on the cards.

MYR slipped 0.08% to 3.9115 against USD but not before narrowing early
losses through Asian trade, and fell against 6 G10s as risk appetite retreated.
Continue to expect a slightly bearish MYR against USD; despite firmer risk
appetite in Asian trade, we reckon that gains are likely overturned going into
European session as the greenback rebounds. USDMYR remains fragile amid
mixed technical signals. We suspect 3.9112 will be tested again soon; failure
again will trigger further losses to 3.8895, otherwise, expect a rally to 3.9237.

SGD ended lower against 6 G10s that rallied to firmer risk appetite in the markets
but inched 0.07% firmer to 1.3166 against USD. Keep a slight bullish view
on SGD against USD, supported by firmer risk appetite in the markets.
USDSGD remains within a minor bearish trend and is likely to close below
1.3141 soon. This view will be overturned by a close above 1.3161 today.

Overnight Economic Data
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What’s Coming Up Next

Major Data
» Japan machine tool orders
» Singapore retail sales

Major Events
> Nil

Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
EURUSD  1.2266 1.2300 1.2308 1.2321  1.2339 3
USDJPY 106.39 106.69 106.92 107.05 107.25 ?
GBPUSD 1.3821 1.3838 1.3856 1.3869 1.3900 N
AUDUSD 0.7828 0.7838 0.7860 0.7875 0.7894 ?
EURGBP  0.8870 0.8873 0.8883 0.8898 0.8912 N
USDMYR  3.8987 3.9000 3.9025 3.9068 3.9104 ?
EURMYR  4.7977 4.8012 4.8040 4.8075 4.8100 N
JPYMYR  3.6400 3.6419 3.6504 3.6554  3.6626 3
GBPMYR 5.3972 5.4000 5.4079 5.4124 5.4163 ?
SGDMYR  2.9622 2.9647 2.9672 2.9700 29731 ?
AUDMYR  3.0600 3.0631 3.0682 3.0723 3.0759 ?
NZDMYR  2.8400 2.8449 2.8491 2.8506 2.8534 ?
USDSGD  1.3120 1.3136 1.3152 1.3155 1.3179 h ]
EURSGD 1.6120 1.6145 1.6189 1.6203 1.6212 N
GBPSGD  1.8183 1.8209 1.8224 1.8240 1.8259 N
AUDSGD  1.0300 1.0330 1.0342 1.0354 1.0367 ?

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

Last Price DoD %
KLCI 1843.9 0.2 2.6
Dow Jones Ind. 25335.7 1.8 25
S&P 500 2786.6 1.7 4.2
FTSE 100 72245 03[ -60
Shanghai 3307.2 0.6 0.0
Hang Seng 30996.2 11 3.6
STI 3485.6 0.1 24

Source: Bloomberg

Last Price DoD % YTD %
CRB Index 195.1 i 0.77 o7
WTI oil ($/bbl) 62.0 £319 Fla7
Brent oil ($/bbl) 65.5 300 K -1
Gold (Sloz) 13239 { 0.10 T
CPO (RM/tonne) 24275 -1.24 16
Copper ($/tonne) 6962.0 ' 1.89 |:. -3.9
Rubber (sen/kg) 491.0 |] -1.41 6.2
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Economic Data

US Change in nonfarm payroll
US Unemployment rate

UK Visible trade balance

UK Industrial production MOM
UK NIESR GDP estimate

JP Overall household spending
JP BOJ policy balance rate

JP BSl large all industry QOQ
JP BSl large manufacturing QOQ
CHPPI'YOY

CH CPI'YOY

For
Feb
Feb
Jan
Jan
Feb
Jan
Mar 9
1Q
1Q
Feb
Feb

Actual
313k
4.1%

-12,325m
1.3%
0.3%
2.0%

-0.10%

33

2.9
3.7%
2.9%

Last
239k
4.1%
-13,576m
-1.3%
0.5%
-0.1%
-0.10%
6.2
9.7
4.3%
1.5%

Survey
205k
4.0%

-11,900m
1.5%
0.4%
-1.0%

-0.10%

3.8%
2.5%

Source: Bloomberg

» Macroeconomics

The Bank of Japan (BOJ) kept its monetary policy unchanged on Friday
as widely expected. Its overnight interest rates were hold steady at -
0.10% and yields on its 10-year Japanese government bonds (JGBs)
at 0%. Aside from purchasing 10-year JGBs at its current pace, the
central bank announced that it will continue to purchase ETFs, J-REITs
and corporate bonds as part of its monetary policy. Overall the BOJ
remained upbeat on the economic outlook, reiterating that the
Japanese economy is “expanding moderately” against a backdrop of
improved employment and business sentiment as well as an
accommodative financial condition. It did mention however that US
economic policies and their impact on global financial markets among
others could be risk to the outlook. BOJ’'s assessment on outlook was
evident in Japanese consumption as the newly released overall
household spending shows that Japanese spending rebounded to
increase by 2.0% YOY. The manufacturing sector is normalizing with
the BSI Large Manufacturing Conditions Index recorded at 2.9 in Q1
(Q4 2017: 9.7). The index measures business sentiment in the
manufacturing sector and has been positive generally.

In the US, focus was on the labour market on Friday as nonfarm payroll
employment increased by 313k in Feb’18, the largest recorded gain
since Jul-16 which has surpassed a median estimate of 205k in a
survey of economists. Job gains came primarily from constructions,
retail trade and professional and business services. Unemployment
rate remained unchanged at 4.1% in Feb’18 for the 5" consecutive
month, well below the Fed median estimates of the longer run normal
rate of unemployment of 4.6%, while participation rate improved to
63.0% in February (Jan: 62.7%). Pleasant surprises in job gains, steady
unemployment rate and higher participation rate will continue to drive
growth. Contrary to last month’s quicker wage gain, wages rose at a
slower pace of 0.1% MOM and 2.6% YQY in February (Jan: +0.3%
MOM and +2.8% YOY), reviving expectations that the central bank will
adhere to the planned gradual pace of rate hikes.

In the UK, the industrial sector rebounded but at a slower than expected
pace of 1.3% MOM in January (Feb: -1.3% MOM). Mining and
quarrying activities made the largest upward contribution of 23.5%
mainly due to the reopening of the Forties oil pipeline which was shut
down in Dec’17. This coincides with the NIESR GDP estimate of 0.3%
growth in Feb’18 which highlighted that activities have eased due to
extreme weather condition and is likely to slow further in Mar'18.
Manufacturing and services sectors continue to drive economic growth
but construction output still lags. On the other hand, visible trade deficit
narrowed albeit less than expected to -£12.31b in Jan’18 as import of
physical goods surpassed that of export (+3.5% vs +3.1% MOM).

China’s Consumer Price Index, a main gauge of inflation rose to 2.9%
YOY in Feb’18, quickening from the 1.5% YOY increase in the
preceding month, beating economists’ forecast of 2.5%. The rise is due
to a base effect caused by the lunar calendar as the lunar new year fell
in February this year and January last year. Producers prices which
measures factory gate costs for goods eased to 3.7% YOY, a 15-month
low compared to the precedent month of 4.3% YQOY signaling a slowing
growth momentum due to lower domestic demand.
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Economic Calendar Release Date

Country Date Event Reporting Period Survey Prior Revised
MY 13/3 Industrial production YOY Jan 7.9% 2.9% -
us 1353 cpPIMOM Feb 0.2% 0.5% -

Japan 12/3 Machine tool orders YOY Feb P - 48.8% -
13/3 PPI YOY Feb 2.5% 2.7% -

China 9-18/3 FDIYOY Feb -- 0.3% -
Industrial Production YTD YOY Feb 6.2% 6.6% -

Hong Kong 13/3 Industrial production YOY 4Q - 0.3% -
Singapore 12/3 Retail sales YOY Jan 3.5% 4.6% -
Australia 13/3 Home loans MOM Jan -0.2% -2.3% -
New Zealand 14/3 REINZ house sales YOY Feb - 2.7% -
Vietnam 12 /3 Domestic vehicle sales YOY Feb - 29.4% -

Source: Bloomberg
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FX Table

Name Last Price DoD % High YTD %

EURUSD 1.2307 -0.04 1.2334 1.2273 2.5
USDJPY 106.82 0.56 107.05 106.17 52
GBPUSD 1.3850 0.28 1.3889 1.3788 2.5
AUDUSD 0.7844 0.71 0.7854 0.7777 0.7
EURGBP 0.8886 -0.33 0.8926 0.8875 0.0

USDMYR 3.9115 0.08 3.9195  3.9090
EURMYR 4.8117 -0.58 4.8239  4.8103
JPYMYR 3.6663 -0.48 3.6795  3.6627
GBPMYR 5.4056 -0.38 5.4124 53947
SGDMYR 2.9681 -0.08 29733  2.9666
AUDMYR 3.0537 0.09 3.0556  3.0445
NZDMYR 2.8475 021 28502 2.8365
Source: Bloomberg

MYR vs Major Counterparts (% DOD)

CNY 0.20
HKD 0.12
AUD 0.09
MYR 0.08
Appreciated
— MYR
-0.38 Depreciated
-0.48 —_—)
-0.58
-0.58

-0.80 -0.60 -0.40 -0.20 0.00 0.20 0.40

3.4
0.7
1.8
0.8
1.9
2.7
0.7

> Forex

MYR

e MYR slipped 0.08% to 3.9115 against USD but not before narrowing early
losses through Asian trade, and fell against 6 G10s as risk appetite retreated.

e Continue to expect a slightly bearish MYR against USD; despite firmer risk
appetite in Asian trade, we reckon that gains are likely overturned going into
European session as the greenback rebounds. USDMYR remains fragile amid
mixed technical signals. We suspect 3.9112 will be tested again soon; failure
again will trigger further losses to 3.8895, otherwise, expect a rally to 3.9237.

usD

e USD retreated against 6 G10s while the DXY slipped 0.1% to 90.09, weighed
down softer than expected US wage growth data despite signs of further
tightening of the labour market.

e Stay bullish on USD on firmer buying interest amid signs of firmer US economy;
upsides in US CPI will accelerate the bulls. DXY remains within a minor bullish
trend while above 89.63, with scope to re-test 90.58 next. Success here exposes
a move to 91.32, otherwise a decline back to 89.10 is on the cards.

EUR

e EUR bounced higher in US session but failed to overturn early losses, closing
0.04% lower at 1.2307 against USD while sliding against 7 G10s.

e Continue to expect a bearish EUR against USD as buying interest remains
subdued on absence of positive catalysts. Minor bearish trend prevails while
downside momentum is picking up. EURUSD continues to take aim at 1.2300
next, below which a drop to 1.2212 is expected.

GBP

e GBP advanced against 5 G10s and climbed 0.28% to 1.3850 against USD,
supported by improved UK data and lingering softness in EUR.

e Keep abearish view on GBP against USD in the absence of positive catalysts
to drive further gains, on top of linger Brexit jitters. Despite overnight bounce,
we opine that GBPUSD is likely to remain weak from recent rejection by 1.3910
and will soon extend its downsides to test 1.3783.

JPY

e JPY tumbled against all G10s and weakened 0.56% to 106.82 against USD as
demand for refuge tumbled on improved US labour market data.

e JPY remains slightly bearish against USD on likelihood of extended
improvement in market risk appetite. USDJPY has beaten 106.76, and there is
now scope for further gains, possibly to 107.87.

AUD

e AUD rallied against 8 G10s and surged 0.71% to 0.7844 against USD,
supported by stronger risk appetite amid rallies in equities and commodities.

e Weremain bullish on AUD against USD, supported by renewed risk appetite
in the markets. AUDUSD is now technically bullish after closing above 0.7838.
Expect bullish bias to firm up once 0.7875 is broken, which will set a course for
0.7910 — 0.7925 going forward.

SGD

e SGD ended lower against 6 G10s that rallied to firmer risk appetite in the
markets but inched 0.07% firmer to 1.3166 against USD.

e Keep a slight bullish view on SGD against USD, supported by firmer risk
appetite in the markets. USDSGD remains within a minor bearish trend and is
likely to close below 1.3141 soon. This view will be overturned by a close above
1.3161 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

