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US stocks ended mixed on Friday as concerns over trade tensions
lingered with no US-China deal in sight ahead of the 1 March deadline.
The Dow fell by 0.25% while the S&P500 and NASDAQ posted minimal
gains of 0.07% and 0.14% respectively. Treasuries rose - yield on 2y US
government note ended 1bp lower at 2.47% while that of the 10y notes fell
by 2bps to 2.63%. Crude oil strengthened with the benchmarks WTI and
Brent each settled higher at $52.72/barrel (+0.15%) and $62.10/barrel
(+0.76%).

The Reserve Bank of Australia trimmed growth and inflation forecast in
its latest Statement on Monetary Policy, mentioning that probability of
rate rise and cut are more evenly balanced than previously. Japan
household spending rose by 0.1% YOY, the first increase in four months
while wage growth grew by 1.8% YOY. Sentiments were mixed in Japan
as the Index for Economic Watcher Survey for current condition fell to 45.6
but perceptions over outlook improved with the index for outlook rising to
49.4. Hong Kong PMI rose slightly to 48.2 but remained below 50.0 as
weaker demand from overseas including China weighed down overall
business conditions.

USD extended its upsides against 7 G10s while the DXY bounced back
from intraday low to close 0.13% higher at 96.63, supported by weakness in
European majors after recent downgrade of economic outlook and risk-off in
the markets. USD is slightly bearish in our view as we anticipate a minor
pullback after 5 consecutive days of gains. Technical outlook remains
constructive but points to several resistances that could thwart current bullish
bias. Closing above 96.69 will be required for DXY to stay on an upward
trajectory, headed towards 96.95, otherwise, a drop back to 96.45 is in the
works.

MYR inched 0.07% firmer to 4.0688 against USD and advanced against 8
G10s. MYRis likely neutral against USD as buying interest wanes with risk
appetite in the markets likely to take cue from overnight performance in US
equities. We caution that minor bearish trend is nearing an end and note the
prevalence of a price-momentum divergence, which could push USDMYR
higher going forward. Expect a test at 4.0795 — 4.0850 range if this happens.

SGD was little changed at 1.3563 against USD and advanced against 7
G10s on refuge demand. Expect a firmer SGD in line with our view of a
softer USD. Even as a minor bullish trend prevails, we opine that there could
be a mild pullback in USDSGD first before extending current upsides. Losses
are likely held above 1.3530.
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Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
EURUSD  1.1297 1.1315 1.1325 1.1344  1.1367 ?
GBPUSD  1.2905 1.2921 1.2933 1.2945  1.2976 N
USDJPY  109.33 109.54 109.84 110.00 110.21 N
AUDUSD  0.7068 0.7080 0.7100 0.7113  0.7138 ?
EURGBP  0.8737 0.8750 0.8757 0.8766  0.8782 ?
USDMYR  4.0580 4.0600 4.0640 4.0680  4.0700 >
EURMYR  4.5985 4.6000 4.6028 4.6075  4.6100 2
JPYMYR  3.6965 3.6988 3.7009 3.7041  3.7080 ?
GBPMYR  5.2518 5.2550 5.2575 5.2636  5.2660 N
SGDMYR  2.9950 2.9970 2.9982 3.0000 3.0010 >
AUDMYR  2.8800 2.8837 2.8868 2.8892  2.8923 ?
NZDMYR  2.7441 2.7471 2.7510 2.7529  2.7550 7
USDSGD  1.3530 1.3548 1.3560 1.3574  1.3588 N
EURSGD  1.5320 1.5344 1.5356 15372  1.5395 ?
GBPSGD  1.7500 1.7523 1.7538 1.7550  1.7588 N
AUDSGD  0.9579 0.9600 0.9628 0.9639  0.9656 2

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

Name Last Price DoD % YTD %
CRB Index 178.04 -0.04 4.85
WTI oil ($/bbl) 52.72 0.15 16.10
Brent oil ($/bbl) 62.10 0.76 15.15
Gold (S/oz) 1,316.61 0.50 8.10
CPO (RM/tonne)* 2,157.50 3.08 10.50
Copper ($/tonne) 6,210.00 -0.58 4.1
Rubber (sen/kg) 387.00 | -0.77 2.1
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JP Household Spending
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Source: Bloomberg

For Actual Last Survey
Dec 0.1% -0.6% -
1.79
Dec 1.8% ) /0 -
(revised)
Jan 456 48.0 -
Jan 494 485 -
Jan 482 48.0 -

Japan household spending rose for first time in four months:
Household spending eked out a 0.1% YOY gain in December (Nov: -
0.6%), marking its first increase in four months. The slight pick-up was a
welcoming sign amidst slower demand but the fact that it came after four
months of contractions suggests that consumption remained weak in the
Japanese economy despite rising wages. Separate release shows that
labour cash earnings rose by 1.8% YOY in the same month (Nov: +1.7%
revised) pointing to strengthening wage growth in the past few months in
a tightening job market. Meanwhile, sentiments were mixed as the Index
for Economic Watcher Survey for current condition fell to 45.6 in January
(Dec: 48.0) but perceptions over outlook improved with the index for
outlook rising to 49.4 (Dec: 48.5).

Weak Chinese demand weighed on Hong Kong PMI: The Nikkei Hong
Kong PMI rose to 48.2 in January (Feb: 48.0) but remained below the
threshold 50.0, pointing to still-weak business conditions in Hong Kong.
New orders fell as demand conditions continued to deteriorate, led by
marked declines in exports sales to mainland China The US-China trade
wars were cited as key factor weighing on demand. Output also fell,
business sentiments remained negative while price pressure was
moderate.

RBA slashed growth and inflation forecast: The RBA released its
February Statement on Monetary Policy on Friday and most notably has
trimmed its GDP growth projection for the year ended June 2019 by a
huge margin, from 3.25% to 2.50%. Unemployment rate is expected to
stay at 5% whereas headline inflation to hit 1.25% (vs previous projection
of 2%) in Australia. Probability of rate rise and cut are more evenly
balanced than previously and the board does not see strong case to
move rates in near term. Resilience of household consumption is a "key
uncertainty”. It was unsure whether income growth will rise enough to
offset drag from falling house prices. Household reaction to fall in home
prices is a "significant uncertainty". The labour market remains strong,
leading indicators imply above average growth. There is little evidence
that tighter credit was the main cause of slowdown in home loans. The
outlook for business investment positive, the recent downturn in business
surveys, if sustained, would imply weaker investment and employment.
Global growth is running at a solid pace, growth in trade partners seen
around trend. China indicators suggest more pronounced slowing in
momentum.

Economic Calendar

Date
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12/2
11/2
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12/2
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Malaysia

us
UK

Japan
Singapore

Australia

Source: Bloomberg

Events Repo.rting Survey Prior Revised
Period
Industrial Production YOY Dec 2.7% 2.5% -
Foreign Reserves 31 Jan - $101.7b -
NFIB Small Business Optimism Index Jan 103.0 104.4 104.4
GDP QOQ 4Q 0.3% 0.6% -
Visible Trade Balance GBP/Mn Dec -£11,892m -£12,023m --
Industrial Production MOM Dec 0.1% -0.4% -
Machine Tool Orders YOY Jan P -- -18.3% --
Retail Sales YOY Dec -3.6% -3.0% -
Home Loans MOM Dec -2.0% -0.9% -
NAB Business Confidence Jan -- 3.0 --
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* CNYMYR last closed on 31 Jan 2019

1
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High
1.1351
1.2976
109.90
0.7105
0.8765

4.0795
4.6238
3.7153
5.2823
3.0035
2.8941
2.7529
4.0689
0.6116
0.5197

1.3586
1.5402
1.7589
0.9639

1.1321
1.2921
109.65
0.7061

0.8740

4.0658
4.6054
3.7025
5.2563
2.9957
2.8723
2.7381
4.0570
0.6095
0.5182

1.3548
1.5355
1.7522
0.9587
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»Forex

MYR

e MYR inched 0.07% firmer to 4.0688 against USD and advanced against 8 G10s.

e MYR s likely neutral against USD as buying interest wanes with risk appetite in the
markets likely to take cue from overnight performance in US equities. We caution that
minor bearish trend is nearing an end and note the prevalence of a price-momentum
divergence, which could push USDMYR higher going forward. Expect a test at 4.0795
— 4.0850 range if this happens.

usD

e USD extended its upsides against 7 G10s while the DXY bounced back from
intraday low to close 0.13% higher at 96.63, supported by weakness in European
majors after recent downgrade of economic outlook and risk-off in the markets.

USD is slightly bearish in our view as we anticipate a minor pullback after 5
consecutive days of gains. Technical outlook remains constructive but points to
several resistances that could thwart current bullish bias. Closing above 96.69 will be
required for DXY to stay on an upward trajectory, headed towards 96.95, otherwise,
a drop back to 96.45 is in the works.

EUR

e EUR fell 0.16% to 1.1323 against USD and slipped against 6 G10s on continued
weakness from recent downgrade of Eurozone outlook.

e Expect aslightly bullish EUR against USD, driven by renewed buying interest after
recent sharp declines. Technical viewpoint suggests room for a minor bounce higher
after 5 days of losses. Even so, downsides may resume after 1-2 days of gains, unless
EURUSD manages to beat 1.1367, above which bulls will be rejuvenated and head
for a test at 1.1393.

GBP

e GBP slipped 0.06% to 1.2944 against a well-supported USD but managed to beat
6 G10s amid flight to safety away for European majors facing downward pressure.

e GBP remains bearish against USD in our view as it continues to be weighed down
by Brexit uncertainties; caution that downside surprises in UK data will accelerate a
bearish bias. GBPUSD is likely to close below 1.2932 tomorrow and should extend
losses. There is room for a test at 1.2905, and losing this will take aim at 1.2847.

JPY

e JPY advanced 0.08% to 109.73 against USD and strengthened against 7 G10s
amid support from lingering risk-off sentiment in the markets.

e Continue to expect a slightly bullish JPY against a weak USD though gains may
be modest given improved risk appetite in equities. A minor bearish trend continues
to prevail and we set sights on a drop to 108.37 next. Rebounds, if any, will be limited
by 109.40.

AUD

e AUD weakened 0.18% to 0.7088 against USD and retreated against 8 G10s on
continued downsides in risk appetite in the markets.

e We are slightly bullish on AUD against USD, anticipating a mild rebound after
recent weakness as well as in line with our view of a softer greenback. There may be
some bounces higher after recent declines but unless AUDUSD can recapture above
0.7138 today, or above 0.7178 going forward, minor bearish trend still prevails and
suggests a drop to 0.7045 soon.

SGD

e SGD was little changed at 1.3563 against USD and advanced against 7 G10s on
refuge demand.

e Expect afirmer SGDin line with our view of a softer USD. Even as a minor bullish
trend prevails, we opine that there could be a mild pullback in USDSGD first before
extending current upsides. Losses are likely held above 1.3530.
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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

