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Key Takeaways

Malaysia \ 7

e The Malaysian economy pulled back for the first time in six quarters, us >

but at a less than expected pace to 5.9% YQY in 4Q, leading to a EU >

commendable 5.9% YQOY growth for the full year of 2017, its best in

three years, thanks to a combination of external and domestic

boosts. Growth outlook is expected to turn a tad softer but remain

y .
steady nonetheless in 2018. We are expecting real GDP growth to What S Comlng Up NeXt
moderate to 5.0% in 2018, pulling back from last year’s 5.9%, and at Maior Dat
- ajor Data
= 0,
s teter EAE € L2 Gl Ereesl FEnee o 60 Bt »  US Empire manufacturing, initial jobless claims, PPI, Philly Fed

biz outlook, industrial production, NAHB housing market index
e US CPI YOY came out surprisingly higher at 2.1% against

i 2 »  EU trade balance

consensus of 1.9%. Higher than expected inflation and weaker than . . . .
p ding i p biish d »  Japan industrial production, core machine orders
expecte consume.zr spending in January qnot est.a |§ ‘atren as >  Singapore NODX
these are not easing as fast as CPI headline (which is inflated by ) .
. . > Australia employment change, jobless rate

energy). US retail sales turned soft at -0.3% compared to previous
month of 0.2% possibly due to unfavorable weather conditions and Major Events
also a pause following pent-up 4Q sales last year. > Nil

e USD retreated against all G10s following the initial spike upon release
of higher CPI numbers. DXY pulled back yet again by 0.53% to 88.86.
USD is now slightly bearish after a close below 90.02. Positive
momentum is softening and we expect further weakening for now.

e MYR continued to trade on a firmer note yesterday following a stronger
opening but gains narrowed going into European session. MYR ended
stronger (about 200 pips) to end the day at 3.9183. Expect MYR
strength to persist in the coming months; thanks to Malaysia’s improving
outlook, upcoming general election and stabilizing commodity prices.

e SGD gained 0.65% to 1.3142 against a softer USD but retreated
against 8 G10s. We remain slightly positive on SGD against the USD,
as stronger growth may prompt an adjustment in monetary policy in the
form of a return to gradual appreciation stance in the effective exchange
rate of the SGD.

Last Price DoD % YTD % Last Price DoD % YTD %
KLCI 1834.9 0.1 2.1 CRB Index 192.4 1.34 |] -0.8
Dow Jones Ind. 24893.5 1.0 0.7 WTI oil ($/bbl) 60.6 2/38 0.3
S&P 500 2698.6 1.3 0.9 Brent oil ($/bbl) 64.4 261 E‘ -3.8
FTSE 100 7214.0 0.6 % -6.2 Gold (S/oz) 1322.7 1.60 3.7
Shanghai 3199.2 0.4 -3.3 CPO (RM/fonne) 24975 0.10 4.5
Hang Seng 30515.6 2.3 20 Copper ($/tonne) 6988.0 2.30 El -3.6
STI 3402.9 |] -04 0.0 Rubber (sen/kg) 4485 |} -1.43 U -3.0

Source: Bloomberg
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Economic Data
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» Macroeconomics

The Malaysian economy pulled back for the first time in six quarters,
but at a less than expected pace to 5.9% YQY in 4Q, leading to a
commendable 5.9% YOY growth for the full year of 2017, its best in
three years, thanks to a combination of external and domestic
boosts. Growth outlook is expected to turn a tad softer but remain
steady nonetheless in 2018. We are expecting real GDP growth to
moderate to 5.0% in 2018, pulling back from last year's 5.9%, and at
the lower end of the official forecast range of 5.0-5.5%.

US CPI YOY came out surprisingly higher at 2.1% against
consensus of 1.9%. Higher than expected inflation and weaker than
expected consumer spending in January do not establish a trend as
these are not easing as fast as CPI headline (which is inflated by
energy).

US retail sales turned soft at -0.3% compared to previous month of
0.2% possibly due to unfavorable weather conditions and also a
pause following pent-up 4Q sales last year.

US MBA mortgage applications fell 4.1% having risen 0.7% previous
week with purchases down 5.9% as average 30Y fixed rates pegged
at 4.57% vs 4.50% prior week.

Over in the Eurozone, preliminary of 4Q GDP maintained at 0.6% i.e.
the robust growth pace as at last year-end; setting the stage for a
good performance in 2018. This may pave the way for ECB to wind
down stimulus measures

Industrial production saw better data at 0.4% vs survey of 0.1% with
drastic reduction from Germany, Czech Republic and Netherlands.
This represents plunge from November’s 1.3%.

Japan core machine orders undershoots; suggesting the pick-up in
investment into end-1997 may lose momentum in early 2018. Risks,
if any will depend on the sustained strength of the yen which will put
a dampener on additional capital investments by manufacturers.

On the FX front, MYR went through a day of roller coaster ride before
ending the day at 3.9183, xx% stronger against the USD. Today,
expect MYR to continue to strengthen on dollar weakness despite
stronger CPIl numbers based on the adage “buy on rumour; sell on
fact”

Today, economic releases due include US Empire manufacturing,
initial jobless claims, PPI, Philly Fed biz outlook, industrial
production, NAHB housing market index; EU trade balance; Japan
industrial production, core machine orders; Singapore NODX;
Australia employment change, jobless rate.
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FX Table »Forex
EURUSD 1.2451 § 0.80 1.2465 1.2276 3.7 * MYR continRespiortiade on a firmer note yesterday following a stronger opening
USDJ%(()untry 10'73_%5 -E%’se”t 107.9 106.72 DﬂH_sz but gains narrpwgiggoing into %Ld%sgan session. MYX ended str&%@?&‘l}oout
GBPUSDUS 1.3082 NE?Bpire.mamufadmﬂG@ 36 200 pips) to epd,the day at 3-9183. Expect MYR strength to persist in the
AUDUSD 0.7926 é dratial jitEes claimers 14 coming montF_SébttBnks to Mai%ﬁ(ia’s improvingzﬁlyook, upcoming_general
EURGBP 0.8894 5(5’@! M®¥d20  0.8875 0.2 election and staizing commodyy prices. -0.1% -
Philly Fed biz outlook USD Feb 215 22.2 -
USDMYR 3.9183 D._é%jstg_@bg@f)dugt_g@é\/p -3.2 e USD retreated ‘ellagre]linst all Glog'?gﬁ’owing the initlfe)ﬂgso{)olke upon release of higher
EURMYR 4.8416 [I'W?“an Masgtindek o CPI numbers. If)@pulled back yg12again by 0.53% t6%8.86. USD is now slightly
JPYMYR 36]4%2 Dl_é—_lg{ps.lré%%é)rt? MCG)MB 15 bearish after a 8fd8e below 90.625¥bsitive momentififs softening and Wwe expect
GBPMYR 5.4358 m-&éﬂld'@ﬁ?ﬁm't%!%gw -0.5 further weakenirlé’ﬂor now. 0.0% -0.1% -0.2%
SGDMYR 2.9672 D'c%]} Mif.@!sgz%n copgppjer s -iEr.]oentS Feb P 95.3 95.7 .
AUDRYIRZONS 5 ok [T G E39e PRIA0Ce 5 o7gs 26  EUR Dec 22.3b 22.5b -
NZDMYE 2.81663/72 _gggalligg%%lnclzggégjuel -(g\./le e EUR advancedlar8% to 1.2450.5ainst a soft USBand strengthened against
Sour e‘?egljo%%berg 15/2 Industrial production MOM some G10s i.eD@BHs CAD and AUD. save for the JPY@nid improving risk appetite
§|ngapore 15/2 NODX YOY in the markets. BEIRUSD appea& $be attemptinga tegound from recent declines
Australia 15/2 Employment change up to 9" Feb angiarpside tractionfsgRrinforced by ygsteday’s higher close.
Unemployment rate Jan 5.5% 5.5% --
New ZealaM¥R vs Mijor CobiatuZgavtis#DOD)uring GBP Jan - 51.2 -
e GBP gained 0.76% to 1.3999 against a soft USD but was mixed against G10s.
CNY It may test the 8™ Feb high of 1.4067 seen after BOE signaled rates may need to
-0.19 rise gradually.
-0.31
-0.37 JPY
e JPY strengthened 0.75% to 107.01 against a soft USD and outperformed all
-0.42 G10s as Japan posted the slowest growth in two years in 4Q. Continue to expect
-0.53 a bullish JPY against USD on the finance minister's comments that the yen’s
0.54 strength is not abrupt enough for BOJ to intervene.
-0.58
AUD
062 e AUD also strengthened by 0.85% to 0.7926 against USD and was softer against
9 G10s gaining only against CAD. AUD which remained slightly bearish against
USD earlier as up to 8" Feb, has reversed its weakness in the markets an may
be expected to test 0.7960.
SGD
e SGD gained 0.65% to 1.3142 against a softer USD but retreated against 8 G10s.
We remain slightly positive on SGD against the USD, as stronger growth may
prompt an adjustment in monetary policy in the form of a return to gradual
appreciation stance in the effective exchange rate of the SGD.
MYR
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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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