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Daily Market Highlights

Key Takeaways
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US stocks edged higher overnight as the Federal Reserve kept fed funds
rate unchanged as widely expected and signaled no change in rates in
2020. Wall Street’s main stock indexes picked up only slightly by 0.1-0.4%
whereas treasuries yields slipped lower by 4-5bps along the curve. Yield on
2Y benchmark treasuries notes lost about 4bps to 1.61% while yield on 10Y
UST dropped by 5bps to 1.79%. The greenback weakened across the board
in the response to Fed'’s steady policy rate outlook next year that indicates no
hike. Crude oil prices plunged by around 0.8-1.0% on higher US crude and
fuel inventories. Brent crude closed at $63.72/barrel. Investors are likely
kept on toes ahead of today’s ECB’s Governing Council meeting
alongside UK election. New ECB President Christine Lagarde is expected
to hold her first press conference after taking over the role from Mario Draghi
in November. Boris Johnson’s Conservative Party is widely expected to
secure a majority in the much awaited election today.

On the data front, US CPI growth pulled back to 0.3% MOM in November and
core CPI steadied at 0.2% MOM. YOY, gain in headline CPI accelerated to
2.1% YQY, its largest gain this year while core CPI recorded a 2.3% YOY
increase. Mortgage applications rebounded last week to increase 3.8% due
to higher refinancing activities. UK RICS House Price Balance Index dropped
to -12% as the property sector remains under pressure. Japan core
machinery orders dropped for the fourth month by 6.0% MOM in October
to signal a cutback on capex.

The greenback weakened across the board in the response to Fed’s steady
policy rate outlook next year that indicates no hike. The dollar slipped against
nearly all majors and the dollar index extended its further loss by 0.3% to
close at 97.128, its lowest since mid-July. We are bearish on broad USD in
today’s Asian session expecting the dollar to extend further losses in
response to Fed’s steady policy rate outlook. Medium term dollar outlook is
still bullish, supported by solid US fundamentals and better data especially in
the consumer/retail sector.

MYR finished little changed at 4.1645 against the USD on Wednesday as
markets stayed sidelined ahead of last night's FOMC meeting. MYR daily
outlook is bullish today taking cue from the overnight broad-based losses
in the greenback in response to the Fed’s steady policy rate outlook. MYR
medium term outlook is still bearish as the dollar is expected to be well
supported by solid data especially in the consumer/retail sector.

SGD finished minimally higher against the USD at 1.3573. Daily outlook
is bullish as the broader dollar extended further losses. Medium term
outlook is bearish on relatively weaker (although improving) Singapore
fundamentals.
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Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
EURUSD  1.1080 1.1100 1.1137 1.1150 1.1180 >
GBPUSD  1.3100 1.3150 1.3208 1.3220 1.3250 3
USDJPY  108.00 108.40 108.47 108.80  109.00 N
AUDUSD  0.6820 0.6850 0.6877 0.6880  0.6900 2
EURGBP  0.8350 0.8400 0.8432 0.8460  0.8480 >
USDMYR  4.1450 4.1500 4.1535 4.1600  4.1700 N
EURMYR  4.6100 4.6200 4.6259 4.6300  4.6400 7
JPYMYR  3.8060 3.8200 3.8295 3.8370  3.8450 >
GBPMYR  5.4400 5.4600 5.4864 55000 5.5100 7
SGDMYR  3.0575 3.0600 3.0624 3.0650  3.0685 >
AUDMYR  2.8450 2.8500 2.8567 2.8650  2.8700 2
NZDMYR  2.7100 2.7250 2.7352 2.7450  2.7530 2
USDSGD  1.3540 1.3560 1.3564 1.3580  1.3600 3N
EURSGD 1.5060 1.5090 1.5107 15125  1.5140 >
GBPSGD  1.7830 1.7860 1.7916 1.7950  1.7980 >
AUDSGD  0.9275 0.9300 0.9327 0.9350  0.9375 >

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

Last Price DoD %
KLCI 1,563.19 0.09 E' -7.54
Dow Jones Ind. 27,911.30 0.11 19.65
S&P 500 3,141.63 0.29 25.32
FTSE 100 7,216.25 0.03 7.25
Shanghai 2,924.42 0.24 17.26
Hang Seng 26,645.43 0.79 3.09
STI 3,172.90 0.32 3.39

Source: Bloomberg

Last Price DoD %
CRB Index 181.49 -0.37 6.89
WT]I oil ($/bbl) 58.76 -0.81 29.40
Brent oil ($/bbl) 63.72 -0.96 52.48
Gold (S/oz) 1,474.88 0.72 15.00
CPO (RM/tonne) 2,827.50 2.45 44.81
Copper ($/tonne) 6,100.00 0.41 2.26
Rubber (sen/kg) 455.50 -0.65 20.18
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Macroeconomics

e Fed signaled steady rate in 2020: In the last FOMC meeting of the year,
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the Federal Reserve left the target range of fed funds rate unchanged at 1.5-
1.75% as widely expected, and signaled no change in its policy rate
throughout the 2020 election year. The Fed said in its latest statement that
the “current stance of monetary policy is appropriate” to sustain economic
growth and removed previous words regarding uncertainties over its inflation
target. The overall assessment of the economy is unchanged as it
maintained statement over solid job gains, strong household spending but
weak business investment and exports. Latest median growth projections for
2019 (+2.2%) and 2020 (+2.0%) were unchanged. Unemployment rate was
revised lower for 2019 (3.7 to 3.6%) and 2020 (3.7 to 3.5%). Forecast for
core PCE inflation was trimmed for 2019 (+1.8 to +1.6%) and unchanged for
2020 (+1.9%). Meanwhile the median estimate of the fed funds rate is 1.6%
(revised from 1.9%) at the end of both 2019 and 2020, signaling no change
in rate next year. The new dot plot shows that 13 policy makers see rates
steady next year while four officials expect one hike. In its post-meeting press
conference, Fed Chair Jerome Powell reaffirmed that both the US economy
and monetary policy are in a good place. While asked on potential rate hike,
he said that he would prefer to see inflation that is “persistent” and
“significant”.

US consumer inflation picked up in November: A separate report prior to
Fed’s decision shows growth in headline consumer price index (CPIl) eased
to 0.3% MOM in November (Oct: +0.4%), while gain in the core index was
steady at 0.2% MOM. The YOY change in headline CPI however accelerated
t0 2.1% YOY (Oct: +1.8%), its largest recorded gain this year and core CPI
registered a steady growth of 2.3% YOY (Oct: +2.3%), a modest but still
lackluster gain in price pressure.

US mortgage applications rebounded last week: The MBA mortgage
applications rebounded to increase 3.8% last week following a huge drop in
the week before, mainly driven by a rise in refinancing applications (+8.7%
vs -15.6%). Applications for mortgages to purchase homes dropped 0.4%
(previous: +0.9%), as potential buyers stayed sidelined in the holiday
season.

UK property sector under pressure amidst political uncertainties: The
RICS House Price Balance Index dropped to -12% in November (Oct: -6%)
to signal continuous downward pressure in the UK housing market amidst
Brexit and general political uncertainties.

Japan capex slipped for fourth month: Japan core machinery orders, a
highly watched gauge for the country’s business spending dropped 6.0%
MOM in October (Sep: -2.9%), marking its fourth consecutive month of
decline. Compared to the same period last year, orders registered a
contraction of 6.1% YOY (Sep: +5.1%). The numbers are in line with the BSI
all industry and large manufacturing outlook for 4Q released yesterday that
suggest weaker 4Q present condition. The BOJ’s quarterly Tankan Survey
is up next tomorrow to gauge Japanese firms’ capex and growth outlook.
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Economic Calendar

Date Country Events Repo_rting Survey Prior Revised
Period
12/12 Malaysia Industrial Production YOY Oct 1.6% 1.7% --
12/12 uUsS PPI Final Demand YOY Nov 1.3% 1.1% --
Initial Jobless Claims Dec-07 214k 203k -
13112 Import Price Index YOY Nov -1.2% -3.0% -
Retail Sales Advance MOM Nov 0.5% 0.3% -
12/12 Eurozone Industrial Production SA MOM Oct -0.5% 0.1% -
ECB Main Refinancing Rate Dec-12 0.0% 0.0% --
13/12 Japan Tankan Large Mfg Index 4Q 3.0 5.0 --
Tankan Large Non-Mfg Index 4Q 16.0 21.0 --
Tankan Large All Industry Capex 4Q 6.0% 6.6% -
Industrial Production YOY Oct F - -7.4% -
12/12 Singapore Retail Sales YOY Oct -1.5% -2.2% -
1312 New Zealand ~ BusinessNZ Manufacturing PMI Nov - 52.6 -

Source: Bloomberg
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EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR
GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR
CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD

1.1130
1.3196
108.56
0.6876
0.8435

4.1645
4.6157
3.8315
5.4725
3.0631
2.8428
2.7218
4.2302
0.5918
0.5328

1.3573
1.5107
1.7909
0.9333

Source: Bloomberg
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MYR

MYR finished little changed at 4.1645 against the USD on Wednesday as markets
stayed sidelined ahead of last night's FOMC meeting.

MYR daily outlook is bullish today taking cue from the overnight broad-based
losses in the greenback in response to the Fed’'s steady policy rate outlook. MYR
medium term outlook is still bearish as the dollar is expected to be well supported by
solid data especially in the consumer/retail sector.

usD

e The greenback weakened across the board in the response to Fed’s steady policy
rate outlook next year that indicates no hike. The dollar slipped against nearly all
majors and the dollar index extended its further loss by 0.3% to close at 97.128,
its lowest since mid-July.

We are bearish on broad USD in today’s Asian session expecting the dollar to
extend further losses in response to Fed’s steady policy rate outlook. Medium term
dollar outlook is still bullish, supported by solid US fundamentals and better data
especially in the consumer/retail sector.

EUR

e EUR jumped by 0.34% to finish at 1.1130 against the USD after FOMC meeting.

e EURis neutral today and is expected to hover around recent ranges of 1.1120-1.1145
ahead of ECB meeting today. Medium term outlook is bearish, weighed down by the
Eurozone’s relatively dismal growth and inflation outlook versus stronger US
fundamentals. We look towards today’s ECB statement and Christine Lagarde’s first
press conference for further guidance.

GBP

e GBP finished 0.30% higher at 1.3196 amidst broad dollar weakness.

* GBP remains strong as it breached 1.3200 and seen trading at this level this morning
ahead of UK election. Daily outlook is volatile with a bearish bias, driven by UK
election outcome of which markets have priced in a Conservative victory. A reversal is
on the way as upside is limited in an extremely overbought condition.

JPY

e JPY finished 0.15% stronger against the USD at 108.56 on broad dollar weakness.

e JPY is neutral with a bullish bias today ahead of key events namely ECB meeting,
UK election and most importantly the US 15 December tariff deadline. Medium term
outlook is still bullish over Hong Kong’s ongoing political unrests, uncertain US-China
trade talk outcome, rising global trade tension as well as domestic political risks in
multiple countries.

AUD

o AUD spiked by nearly 1% to finish at 0.6876 against the USD amidst broad dollar
weakness.

o Daily outlook is bullish as it re-tests 0.6880 key level. Medium term outlook is still
slightly bullish, expecting continuous recovery. US-China trade talk’s outcome
continues to be a major driver.

SGD

e SGD finished minimally higher against the USD at 1.3573.

o Daily outlook is bullish as the broader dollar extended further losses. Medium term
outlook is bearish on relatively weaker (although improving) Singapore fundamentals.
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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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