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» US stocks ended higher for a fourth consecutive day supported by Eurozone ()

positive US-China trade headline as well as a dovish FOMC December

minutes which confirmed Fed Chair Jerome Powell’s earlier remark on

more measured rate hikes. Concerns over ongoing US government

shutdown partly weighed down sentiments as President Trump continued to

fistfight with the Democrats over border wall funding suggesting that the What’s Coming Up Next

current impasse is unlikely to end soon. Treasuries rose with the yield on 2Y

notes fell by 4bps to 2.55% while the 10Y ended 2bps lower at 2.71%. Riding Major Data

on trade optimism, both European and Asian equities had rallied earlier while > US Initial Jobless Claims, Wholesale Inventories

similarly crude oil prices were boosted further — WTI climbed above $50 to >  Japan Leading Index, Coincident Index

settle at $52/36/barrel (+5.18%), Brent closed at $61/44/barrel (+4.63%). > China PPI. CPI

» Data flow was muted in the US as most of the scheduled releases have Major Events
been postponed due to the government shutdown. Mortgage > q
applications staged a hefty rebound of 23.5% last week as interest rates fell Ni
across the board confirming that higher rates have been key reason causing
the lacklustre demand for mortgages in the past month. Eurozone
unemployment rate fell to 7.9% in November, marking its first time
falling below 8% in a decade. Daily Supports — Resistances (spot prices)*

» USD slumped against all G10s while the DXY plunged in late US morning S2 S1 Indicative R1 R2 Outlook
to close 0.71% lower at 95.21, pressured by risk aversion ahead of FOMC EURUSD  1.1520 1.1542 1.1553 1.1566  1.1581 2
minutes and receding demand for refuge as market sentiment advanced. GBPUSD 1.2760 1.2773 1.2796 1.2809  1.2839 2
Stay bearls‘h on USD as we expect further erosion in expectathns of future USDJPY  107.68 108.00 108.16 10844  108.60 .
Fed rate hikes after FOMC minutes suggested that there will be more

S . . . . . AUDUSD 0.7124 0.7155 0.7172 0.7180 0.7207 ?
restrain in policy tightening going forward. With downward momentum
EURGBP  0.9018 0.9023 0.9026 0.9030 0.9041 ?

picking up and a break below 95.82, expect further losses in DXY. Continue
to expect DXY heading towards 95.04, below which 94.78 will be challenged.

USDMYR  4.0985 4.1000 4.1030 4.1060 4.1080 A

» MYRinched 0.09% firmer to 4.1145 against USD and advanced against 7 EURMYR  4.7309 4.7359 47397 47414 47475 2
G10s, supported by extended risk-on in the markets. MYR is bullish

. . X . JPYMYR 3.7874 3.7900 3.7934 3.7976 3.8000 ?
against a weak USD, supported by extended risk-on sentiments. Bearish
bias prevails and USDMYR remains inclined the downsides, with room to GBPMYR 52400 52432 5.2485 52524 5.2572 2
slide to 4.0860 going forward. But still, we caution that recent declines may SGDMYR  3.0279  3.0300 3.0317 3.0340  3.0353 >
have exhausted USDMYR’s bearish strength and there may be a minor AUDMYR 29369  2.9400 2.9426 2.9455  2.9497 2
rebound, possibly back to circa 4.1110 — 4.1150 first, before extending NZDMYR  2.7800 2.7810 2.7846 27859  2.7879 2
further losses.

» SGD advanced 0.35% to 1.3533 against a weak USD but fell against all USDSGD  1.3500 13522 1.3530 1.3548  1.3555 3
other G10s as demand for refuge continue to recede. SGD is still slightly EURSGD 15611  1.5617 15630  1.5640  1.5653 ”
bullish in anticipation of extended weakness in USD. With downward GBPSGD 1.7280  1.7300 1.7309 1.7318  1.7329 2
momentum rising, we continue to expect further losses in USDSGD. A test AUDSGD 0.9681  0.9692 0.9705 0.9727  0.9740 2
at 1.3500 is likely, though at current juncture, we believe that a downside * at time of writing

2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss

break here may not yield a sustainable downtrend.

Last Price DoD % YTD % Last Price DoD % YTD %
KLCI 1,667.83 [F 02 W 135 CRB Index 179.04 1.75 5.44
Dow Jones Ind. 23,879.12 0.39 2.36 WT! oil ($/bbl) 52.36 5.18 15.30
S&P 500 2,584.96 0.41 3.12 Brentoil ($/bbl) 61.44 4.63 14.20
FTSE 100 6,006.63 0.66 2.65 Gold (Sloz) 1,293.56 0.64 810
Shanghai 2,544.35 0.71 3.02 CPO (RM/tonne) 2,042.50 0.64 4.61
Hang Seng 26,462.32 2.27 2.39 Copper ($/tonne) 5,906.00 -0.29 | -0.99
STI 3,158.07 112 2.91 Rubber (sen/kg) 402.00 0.50 6.07

Source: Bloomberg
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» Macroeconomics

US MBA Mortgage
Applications

EU Unemployment Rate

Source: Bloomberg

For

04 Jan

Nov

Actual

235

7.9%

Last

-8.5%

8.0%
(revised)

Survey

8.1%

Dovish FOMC minutes confirmed Fed nearing the end of hiking cycle, to
exercise more caution in 2019: The newly released FOMC meeting minutes
for December was in line with Fed Chair Jerome Powell’s recent change in
tone regarding monetary policy path. The Fed had raised the fed funds target
range to 2.25- 2.5% last month and revised its median projections from four
hikes to two hikes in 2019. Among the key points being picked up was that after
taking into account incoming economic data, information from business
contacts and the tightening financial conditions, participants generally revised
down their individual assessments of the appropriate path for monetary policy.
On monetary policy outlook, the minutes pointed that with the increase in the
target range, the fed funds rate would be at or close to the lower end of longer
run neutral interest rates. Members expressed that recent developments
including the volatility in financial markets and the increased concerns about
global growth made the appropriate extend and timing of future policy firming
“less clear than earlier”. Against this backdrop, especially in the environment
of muted inflation pressures, the Committee could “afford to be patient”
about policy firming. From the minutes, we can conclude that members
generally noted the contrast between the strength in (domestic) economic data
and the downside risk posted by a volatile financial markets. Given that the
global economy is showing visible signs of a slowdown and the possibility of a
rapid waning of fiscal stimulus as well as escalating trade tensions, the Fed is
likely to exercise caution in maneuvering its policy normalization path.
Premised on the above, we are expecting the central bank to raise the fed fund
rate by only one time in 2019.

US mortgage applications saw hefty rebound as interest rates fell: MBA
mortgage applications increased by a whopping 23.5% WOW for the week
ended 4 Jan (previous: -8.5%), rebounding from three consecutive weeks of
decline. The number of applications for purchases rose by 16.5% (previous: -
7.6%) while the rate-sensitive refinancing segment jumped by 35.3% (previous:
-10.6%). The hefty gains last week confirmed that the lack of applications in
the past month was mainly due to rising interest rate. The sharp jump in
applications was after all driven by generally lower mortgages rates across the
board following the fall in treasuries yields, with the average rate of a fixed-rate
30-year loan sliding to 4.74% (previous: 4.84%).

Eurozone unemployment rate fell below 8%: Unemployment rate in the euro
area beat expectations to fall to 7.9% in November (Oct: 8.0%), marking its
lowest level in 10 year further confirming that slower growth in the 19-member
bloc has not weakened the tightening labour market.
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Economic Calendar

Date Country
11/01 Malaysia
10/01 us
11/01

11/01 UK
10/01 Japan
11/01

10/01 China
11/01 Singapore
11/01 Australia

Source: Bloomberg

Events

Industrial Production YOY

Initial Jobless Claims

CPI YOY

CPI Ex Food and Energy YOY
Visible Trade Balance GBP/Mn
Industrial Production MOM

GDP MOM

Leading Index ClI

Coincident Index

Household Spending YOY

Eco Watchers Survey Current SA
Eco Watchers Survey Outlook SA
PPI YOY

CPI YOY

Retail Sales YOY

AIG Perf of Construction Index
Retail Sales MOM

Reporting
Period
Nov
05 Jan
Dec
Dec
Nov
Nov
Nov
Nov P
Nov P
Nov
Dec
Dec
Dec
Dec
Nov
Dec

Nov

Survey Prior Revised
2.3% 4.2% --
226k 231k -
1.9% 2.2% -
2.2% 2.2% -

-£11,400m  -£11,873m -
0.2% -0.6% --
0.1% 0.1% --
99.6 99.6 --
103.0 104.9 -
-0.1% -0.3% --
50.7 51.0 -
51.4 52.2 --
1.6% 2.7% --
2.1% 2.2% --
-2.4% 0.1% --
- 445 -
0.3% 0.3% --
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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

1.1543
1.2789
108.17
0.7170
0.9026

4.1145
4.7151
3.7780
5.2518
3.0317
2.9434
2.7812
4.1961
0.6023
0.5247

1.3533
1.5625
1.7306
0.9703

1

0.89
0.57
-0.53
0.42
0.32

-0.09
-0.03
-0.13
-0.24
-0.03

0.16

0.17
-0.11

0.22
-0.15

-0.35
0.55
0.20
0.06

1.1557
1.2804
109.00
0.7194
0.9042

4.1180
4.7220
3.7869
5.2545
3.0346
2.9497
2.7821
4.1991
0.6023
0.5253

1.3581
1.5634
1.7330
0.9739

1.1437
1.2712
107.97
0.7135
0.8975

4.1110
4.7101
3.7734
5.2348
3.0292
2.9392
2.7706
4.1902
0.6012
0.5245

1.3527
1.5522
1.7252
0.9689

l
1

0.77
0.35

[ 136

1.80
0.43

-0.46
-0.26

0.54
-0.30
-0.14

0.70

0.09
-0.07
-0.49
-0.66

-0.74
0.02
-0.39
1.06

»Forex

MYR

e MYR inched 0.09% firmer to 4.1145 against USD and advanced against 7 G10s,
supported by extended risk-on in the markets.

e MYR is bullish against a weak USD, supported by extended risk-on in the markets.
Bearish bias prevails and USDMYR remains inclined the downsides, with room to
slide to 4.0860 going forward. But still, we caution that recent declines may have
exhausted USDMYR'’s bearish strength and there may be a minor rebound, possibly
back to circa 4.1110 — 4.1150 first, before extending further losses.

usD

e USD slumped against all G10s while the DXY plunged in late US morning to close
0.71% lower at 95.21, pressured by risk aversion ahead of FOMC minutes and
receding demand for refuge as market sentiment advanced.

e Stay bearish on USD as we expect further erosion in expectations of future Fed rate
hikes after FOMC minutes suggested that there will be more restrain in policy
tightening going forward. With downward momentum picking up and a break below
95.82, expect further losses in DXY. Continue to expect DXY heading towards 95.04,
below which 94.78 will be challenged.

EUR

e EUR surged 0.89% to 1.1543, boosted by a weak USD while climbing against 6
G10s with some support from firmer Eurozone data.

e Expect a bullish EUR against a weak USD. EURUSD has strongly surpassed
1.1497 and even beaten 1.1516. A test at 1.1581 will be next, but we note that this is
a strong resistance; EURUSD’s bullish sustainability may still be doubtful even with a
break above it.

GBP

e GBP climbed 0.57% to 1.2789 against a weak USD but underperformed 6 G10s as
demand remains soft on Brexit uncertainties.

e Continue to expect slight gains in GBP against a soft USD, but is likely vulnerable
to negative Brexit headlines that would quickly reverse accumulated gains.
Technically, upside bias continues to improve and likely to test 1.2809 next. Beating
this, GBPUSD is likely to head towards 1.2839.

JPY

e JPY strengthened 0.53% to 108.17 against USD but retreated against 7 G10s as
demand for refuge continued to fade.

e JPY remains slightly bullish on likelihood of a soft USD, though gains may be
kept limited by decreasing demand for refuge. With momentum still net negative, we
reckon that USDJPY still carries a bearish bias and expect a drop to circa 107.85 —
108.00 in the next leg lower.

AUD

e AUD climbed 0.42% to 0.7170 against a weak USD but weakened against 9 G10s,
pressured by softer than expected Australian data.

Expect a bullish AUD against USD, staying supported by improving risk appetite in
the markets and optimism of US-China trade talks. Upward momentum continues to
improve, supporting further gains in AUDUSD. A test at 0.7178 is next, above which
there is room for a climb to 0.7207. We still caution on potential pullback, which we
opine is reasonable after having rallied recently.

SGD

e SGD advanced 0.35% to 1.3533 against a weak USD but fell against all other G10s
as demand for refuge continue to recede.

e SGD is still slightly bullish in anticipation of extended weakness in USD. With
downward momentum rising, we continue to expect further losses in USDSGD. A test
at 1.3500 is likely, though at current juncture, we believe that a downside break here
may not yield a sustainable downtrend.
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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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