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Global Markets Research

Daily Market Highlights
Key Takeaways

us Vv

> Wall Street stocks suffered huge losses on the second trading day of the year UK v
after Apple slashed its forward sales guidance on the previous day citing weak Hong Kong L/
demand in China. The rare move sent equity into a rout, making the tech sector Singapore v

the worst performing sector overnight with the S&P 500 Info Tech Index wiping out
5.07%. Adding to the wound was the weaker than expected US ISM
manufacturing PMI which further confirmed a softer outlook for the US
economy. The Dow, S&P 500 and NASDAQ each erased 2.83% (-660.0pts),

What’s Coming Up Next

2.48% (-62.1pts) and 3.04% (-202.4pts). Treasuries yield tumbled on safe haven Major Data
bidding as investors fled to US government debt - the 10y treasuries yield plunged »  Malaysia Exports
as much as 10bps during intraday trading and closed 7bps lower at 2.55%. Yield > US nonfarm payroll, jobless rate, Markit Services PMI
on 2y notes dipped by a whopping 9bps to 2.38% whereas that of the 30s lost >  Eurozone Markit Services PMI, CPI
5bp§ to_ 2.90%. Cru_de oil prices SEer sustained momentum as API reported a > UK Mortgage Approvals, Markit/CIPS Services PMI
decline in US crude inventory - WTI increased to $47.09/barrel (+1.18%) whereas
Brent settled higher at $55.95/barrel (+1.89%). > Japan, HK, Singapore Nikkei Manufacturing PMI
»  China Caixin Services PMI
» Overnight dataflow skewed to the downside with the exception of US ADP Major Events
job report. The US ISM manufacturing Index fell by 5.2pts to a two-year low of
54.1 in December whereas the private sector added a more-than-expected 271k > Nil

jobs in the same month. Initial jobless claims rose by 10k to 231k last week while
mortgage applications dipped 8.5%. Elsewhere, UK December construction PMI
fell to 53.4. Hong Kong retail sales growth moderated to 1.4% YOY in November.
Singapore official PMI fell for the fifth straight month to 51.1 in December. s2 S1 Indicative R1 R2 Outlook

Daily Supports — Resistances (spot prices)*

. EURUSD  1.1367 1.1385 1.1397 1.1407  1.1430 r
» USD weakened against all G10s, pressured by extended government shutdown

as well as softer than expected US data. The DXY reversed course in US session GBPUSD  1.2581 1.2600 1.2627 1.2639 1.2663 N

and overturned early gains to close 0.53% lower at 96.81. Stay bearish on USD USDJPY  107.20  107.58 107.80 108.00  108.14 N

on continued downsides from extended government shutdown and from risk AUDUSD  0.6950 0.6982 0.7001 0.7019  0.7045 R

aversion ahead of US data; declines in labour market data will add further weight EURGBP  0.9006 0.9018 0.9026 0.9031 0.9041 2

on USD. Technical outlook remains bearish for DXY, especially after overnight

rejection at 96.73. DXY appears to be heading lower, and we still set sights on a

drop to 96.05, but we caution that this lower move may be part of a bullish chart USDMYR 41350  4.1375 4.1398 41410  4.1440 N

pattern that can be nullified only by a drop below 95.75. EURMYR  4.7120 4.7157 47193 47212  4.7241 >
. . . JPYMYR 3.8385 3.8400 3.8420 3.8450 3.8480 b

» MYR slipped 0.16% to 4.1435 against USD but not before reducing the sharply
higher opening. MYR ended higher against 8 G10s that were mostly pressured by GBPMYR  5.2212 5.2258 5.2287 52327 5.2350 2
risk-off sentiment in the markets. Expect a slightly bullish MYR against a soft SGDMYR  3.0300  3.0310 3.0342 3.0359  3.0372 >
USD but gains are likely modest given extended risk-off in the markets. Bearish AUDMYR 2.8888 2.8900 2.8959 2.89087  2.9000 2
trend continues to prevail in USDMYR and likely to slide below 4.1335 going NZDMYR 27585 27600 27647 27671 2.7700 2
forward. Technical signs suggest a decline to 4.1230 in the coming weeks.

» SGD climbed 0.18% to 1.3641 against a soft USD but retreated against 8 G10s USDSGD  1.3621 1.3633 1.3645 1.3653 1.3662 h ]
following softer than expected Singapore data. We turn slightly bullish on SGD EURSGD 1.5529 1.5545 1.5553 1.5562 1.5575 2
in anticipation of extended weakness in USD. USDSGD again lost its initiative

. . . K GBPSGD 1.7183 1.7200 1.7231 1.7242 1.7280 h ]
to push higher after rejection at 1.3680. It will again threaten 1.3633 and 1.3621,
below which 1.3600 will be tested. AUDSGD  0.9520 0.9533 0.9547 0.9573  0.9598 3
* at time of writing
2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss
Last Price Name Last Price DoD % YTD %

KLCI 1,675.83 CRB Index 171.55 110.68 1.03

Dow Jones Ind. 22,686.22 WTI oil ($/bbl) 47.09 i 1.18 3.70

S&P 500 2,447.89 Brent oil ($/bbl) 55.95 1.89 4.00

FTSE 100 6,692.66 Gold (S/oz) 1,294.28 0.75 8.10

Shanghai 2,464.36 CPO (RM/tonne) 2,020.50 i 3.48 3.48

Hang Seng 25,064.36 Copper ($/tonne) 5,842.00 |:l -2.06 -2.06

STI 3,012.88 Rubber (sen/kg) 384.50 £10.79 1.45

Source: Bloomberg
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» Macroeconomics

US MBA Mortgage
Applications
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SG Purchasing
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Source: Bloomberg
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US ISM manufacturing PMI retreated to two-year low: The ISM
Manufacturing PMI fell more than expected by 5.2pts to 54.1 in December (Nov:
59.3), marking its lowest reading since Dec 2016 and suggesting that the US
manufacturing activities were growing at a slower pace. The weaker print was
driven by weaker demand as well as output where the new order index plunged
by 11.0pts while the production index lost 6.3pts. Outlook for trade however saw
a slight improvement with the new export orders inched up by 0.6pts. At the
price front, firms continued to cite rising raw material cost caused by tariffs as a
major burden. That said, the prices paid index, a predictor for CPI fell by 5.8pts
to 54.9 (Nov: 60.7) suggesting easing inflationary pressure in the sector. The
weaker print is justifiable in our view considering the index’s elevated readings
in 2018 which suggests that manufacturing growth has come off its peak as we
head into the new year. Meanwhile, the economy is also reported to have added
271k private sector jobs in December (Nov: 157k revised) according to the ADP
job report, the number came in much better-than-expected as a Bloomberg
consensus estimate of 180Kk. Initial jobless claims rose by 10k to 231k last week
(previous: 221k revised), still a historically low number. Both data continued to
paint a solid picture of the US labour market. The nonfarm job report for
December will be released tonight. Last but not least, mortgage applications saw
a sharp fall of 8.5% WOW last week (previous: -5.8%) as both new purchases
and refinancing segments recorded declines. Interest rates were generally lower
on a weekly basis but was still higher compared to a year ago — the average rate
for a 30y fixed rate mortgage fell to 4.84% (previous: 4.86%). The fall of
mortgages demand reaffirms a weakening US housing market amidst rising
interest rates and lack of supply.

UK construction PMI fell indicating slower construction activities: The
headline Markit/CIPS UK Construction Total Activity Index fell to 53.4 in
December (Nov: 53.4) signaling only a modest expansion in the country’s
construction sector. The slower print reflected softer rises in commercial and
housing activity with commercial building being the worst performing sector in
December whereas civil engineering work saw a sustained rebound.

Hong Kong retail sales saw substantial moderations in November: Retail
sales value grew by a mere 1.4% YOY in November (Oct: +6.0% revised), the
slowest since June last year as the rebound in sales of food, alcohol and tobacco
(+1.9% vs -2.1%) was offset by the slower sale in fuels (+3.1% vs +10.3%) as
well as contractions in sales of clothing & footwear (-2.8% vs +3.5%), consumer
durable goods (+2.1% vs +14.5%) and jewelry, watches & clocks (-3.9% vs
+3.2%).

Singapore Purchasing Managers’ Index declined for fifth straight month:
The Singapore Institute of Purchasing & Materials Management reported that
PMI fell for the fifth consecutive month to 51.1 in December (Nov: 51.5) driven
by a broad-based decline. All sub-indexes from registered lower readings in
December where the slower expansion of new orders, new exports orders and
inventory further confirmed a softer domestic and external demand conditions.
The Electronic Sector PMI also inched lower to 49.8 (Nov: 49.9), its second
month in the contractionary area (reading below 50.0 indicates contraction)
suggesting weakening demand for electronics products as the global electronic
cycles came off its peak level.

2]



)§ HonglLeong Bank

Economic Calendar

Date Country Events Repo'rting Survey Prior Revised
Period
04/01 Malaysia Trade Balance MYR Nov 11.0b 16.3b --
Exports YOY Nov 6.6% 17.7% --
04/01 us Change in Nonfarm Payrolls Dec 184k 155k --
Unemployment Rate Dec 3.7% 3.7% -
Average Hourly Earnings YOY Dec 3.0% 3.1% --
Labor Force Participation Rate Dec - 62.9% --
Markit US Services PMI Dec F 53.4 54.7 -
07/01 us Factory Orders Nov 0.3% -2.1% --
Durable Goods Orders Nov F - 0.8% -
Cap Goods Orders Nondef Ex Air Nov F - -0.6% --
04/01 Eurozone Markit Eurozone Services PMI Dec F 51.4 53.4 -
PPI YOY Nov 4.2% 4.9% --
CPI Core YOY Dec A 1.0% 1.0% -
CPI Estimate YOY Dec 1.7% 2.0% --
07/01 Eurozone Sentix Investor Confidence Jan -2.1 -0.3 -
Retail Sales MoM Nov 0.1% 0.3% -
04/01 UK Nationwide House Price MOM Dec 0.1% 0.3%
Mortgage Approvals Nov 66.0k 67.1k --
Markit/CIPS UK Services PMI Dec 50.7 50.4 -
04/01 Japan Nikkei Japan PMI Mfg Dec F - 52.2 --
07/01 Nikkei Japan PMI Services Dec - 52.3 --
04/01 Hong Kong Nikkei Hong Kong PMI Dec - 47.1 --
04/01 China Caixin China PMI Services Dec 53.0 53.8 -
04/01 Singapore Nikkei Singapore PMI Dec - 53.8 --
07/01 Australia AIG Perf of Mfg Index Dec - 51.3 --

Source: Bloomberg
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Last Price  DoD% High Low YTD %

EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR
CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD
Source: Bloomberg
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»Forex

MYR

e MYR slipped 0.16% to 4.1435 against USD but not before reducing the sharply
higher opening. MYR ended higher against 8 G10s that were mostly pressured by
risk-off sentiment in the markets.

e Expect aslightly bullish MYR against a soft USD but gains are likely modest given
extended risk-off in the markets. Bearish trend continues to prevail in USDMYR and
likely to slide below 4.1335 going forward. Technical signs suggest a decline to 4.1230
in the coming weeks.

usD

USD weakened against all G10s, pressured by extended government shutdown as
well as softer than expected US data. The DXY reversed course in US session and
overturned early gains to close 0.53% lower at 96.81.

Stay bearish on USD on continued downsides from extended government shutdown
and from risk aversion ahead of US data; declines in labour market data will add
further weight on USD. Technical outlook remains bearish for DXY, especially after
overnight rejection at 96.73. DXY appears to be heading lower, and we still set sights
on a drop to 96.05, but we caution that this lower move may be part of a bullish chart
pattern that can be nullified only by a drop below 95.75.

EUR

e EUR jumped 0.44% to 1.1394 against a soft USD and advanced against 5 G10s.

e Continue to hold a bullish view on EUR against a soft USD. Expect upsides to
strengthen if Eurozone data outperforms. EURUSD bouncing back above 1.1367 has
alleviated the threat on 1.1289 — 1.1300. It is now likely to set sights on a move to
1.1480 in the next leg higher, above which 1.1515 — 1.1535 will be challenged.

GBP

e GBP managed to climb 0.17% to 1.2628 against a soft USD but retreated against
9 G10s as Brexit uncertainties continue to weigh.

e Stay slightly bearish on GBP against USD on continued worries of a disorderly
Brexit. Despite strong rebound off intraday low yesterday, GBPUSD remains inclined
to the downsides amid receding upward momentum. Expect another test at 1.2581
soon, below which 1.2523 will be targeted.

JPY

e JPY remained at the top of the G10 list amid continued support from refuge demand
and surged 1.10% to 107.68 against a weak USD.

e Stay bullish on JPY against USD on likelihood of extended risk-off in the markets.
USDJPY still carries at bearish bias and we expect 107.00 — 107.20 to be targeted in
the next leg lower.

AUD

e AUD climbed 0.30% to 0.7006 against a soft USD and managed to climb against 7
G10s amid some upsides in commodities.

e Maintain a bearish view on AUD against USD, pressured by extended risk-off in
the markets. Despite overnight bounce higher, AUDUSD remains inclined to the
downsides amid net downward momentum. It is likely to lose 0.7000 again, and there
is scope to test 0.6941 in the next leg lower.

SGD

e SGD climbed 0.18% to 1.3641 against a soft USD but retreated against 8 G10s
following softer than expected Singapore data.

e We turn slightly bullish on SGD in anticipation of extended weakness in USD.
USDSGD again lost its initiative to push higher after rejection at 1.3680. It will again
threaten 1.3633 and 1.3621, below which 1.3600 will be tested.
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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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