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Daily Market Highlights

Key Takeaways

> Wall Street rebounded on Friday, snapping a four-day losing streak after

President Trump and Treasury Secretary Steven Mnuchin said trade talks
with China were “constructive” and the US now gave China a month to
agree to a deal. The remarks helped lift sentiments as the absence of a post-
hike meltdown somehow kept investors hopeful. Stocks got a much-needed
boost after taking the brunt of the escalating trade tension last week, with the
Dow, S&P 500 and NASDAQ bouncing up by 0.44%, 0.37% and 0.08% at the
end of the day. However on a weekly basis, US equities still fell 2-3%.
Friday also saw ride hailing app Uber going public but its shares suffered
a7.6% drop after opening below its IPO price during the much anticipated
debut. Treasuries fell as stocks came back up - 10Y UST yield rose 3bps to
2.47%. Crude oil prices were mixed as WTI was flattish at $61.66/barrel while
Brent crude rose 0.33% to $70.62/barrel. Trade developments will continue
to be the focus this week and is likely to keep investors on the sideline.
As of writing, the S&P 500 futures are down by 0.82%.

Positive data flow overall. US CPI rose at a faster pace of 2.0% YOY in
April while core CPI rose 2.1% YOY but overall report still points to a tepid
inflation environment. Pre-Brexit demand boosted UK growth in the first
quarter as the preliminary reading of GDP growth picked up to 0.5% QOQ as
expected. Industrial productions beat expectations to increase 0.7% MOM in
March as firms continued to ramp up productions for Brexit. Singapore retail
sales fell at a much slower pace of 1.0% YOY in March, marking its fourth
decline within a five-month period highlighting the entrenched weakness in
consumer demand. Malaysia industrial production saw momentum
picking up again after the seasonal lull in February, bouncing back more than
expected to increase 3.1% YOY in March.

The Dollar index closed 0.12% lower at 97.321 as there was some relief put
forth by Trump saying there is still a chance for a deal. We continue to
maintain USD bullishness as it is unlikely a deal will be inked in such a short
span of time despite the slightly softening stance from the US. Would expect
continued deadlock in trade talk to support USD strength.

MYR closed 0.12% lower against the USD at 4.1575 as US-China trade talk
remain deadlocked. We remain bearish MYR as Trump has followed through
on his threat to increase tariffs which will likely get a retaliatory response from
Beijing. Escalating tensions will support pair going forward towards 4.20 target
in the medium term.

SGD closed 0.11% stronger at 1.3626 against USD in line with broad USD.
We maintain bearish SGD as escalation of US-China trade spat will continue
to dampen risk appetite and support USD/EM in general.

Overnight Economic Data
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What’s Coming Up Next

Major Data

» Japan Leading Index, Coincident Index
»  Australia Home Loan

Major Events

> Nil

Last Price DoD % YTD %
KLCI 161027 [ 051 % 475
Dow Jones Ind. 25,942.37 0.44 11.21
S&P 500 2,881.40 0.37 14.94
FTSE 100 7,203.29 -0.06 7.06
Shanghai 2,939.21 3.10 17.86
Hang Seng 28,550.24 0.84 10.46
STI 3,273.50 0.12 6.67

Source: Bloomberg

Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
EURUSD 1.1170 1.1200 1.1234 1.1250 1.1275 A ]
GBPUSD  1.2950 1.2980 1.3009 1.3050 1.3100 2
USDJPY  109.25 109.50 109.73 110.00  110.30 3
AUDUSD  0.6950 0.6975 0.6983 0.7010  0.7050 N
EURGBP  0.8575 0.8600 0.8635 0.8650  0.8675 N
USDMYR  4.1500 4.1550 4.1620 41650  4.1700 2
EURMYR  4.6350 4.6550 4.6760 4.6900  4.7000 >
JPYMYR  3.7600 3.7800 3.7935 3.8000  3.8150 2
GBPMYR  5.3800 5.4000 5.4145 5.4250  5.4400 2
SGDMYR  3.0400 3.0450 3.0505 3.0530  3.0550 2
AUDMYR  2.8800 2.8950 2.9070 2.9100  2.9200 N
NZDMYR  2.7150 2.7300 2.7423 2.7550  2.7650 N
USDSGD  1.3600 1.3610 1.3645 1.3675  1.3700 2
EURSGD 1.5250 1.5300 1.5329 1.5350 1.5380 >
GBPSGD  1.7600 1.7700 1.7755 1.7900  1.8050 >
AUDSGD  0.9450 0.9500 0.9532 0.9550  0.9600 N

* 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 178.95 -0.03 5.39
WTI oil ($/bbl) 61.66 -0.06 35.79
Brentoil ($/bbl) 70.62 0.33 30.89
Gold (S/oz) 1,286.05 0.15 0.40
CPO (RM/tonne) 1,918.00 -1.69 o177
Copper ($/tonne) 6,126.00 0.39 2.70
Rubber (sen/kg) 479.00 0.74 26.39
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~ Macroeconomics

MA Industrial Production
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Source: Bloomberg
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3.1% 1.7%
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-£13650m -£14434m
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-£13700m
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RBA slashed growth forecast in latest statement on monetary
policy: RBA published its Statement on Monetary Policy for May and
said that growth was weaker over 2018 than expected. GDP growth
forecasts was revised lower from 2.75% to 2.00% for 2019 citing
uncertain outlook for household consumption growth. Dwelling
investment is expected to decline substantially over coming years but
business investment is expected to support growth alongside public
demand. Inflation is expected to pick up to 2.00% in December 2019,
higher than the previous projection of 1.75% while the trimmed mean
inflation (or core inflation) will soften to 1.75% (previous projection at
2.00%). On the international front, growth in Australia’s trading partners
eased in 2H18 and looks to have broadly continued to moderate into
2019, partly a result of a sharp slowing in global trade which is related to
slowing growth in China, developments in trade policies and a turn in the
cycle in the electronics sector. However, in many economies,
domestically focused sectors such as services and retail trade appeared
more resilient than externally focused sectors with strong labour market
conditions and accommodative financial conditions providing support.

US inflation rose in April but missed estimates: CPI rose at a faster
pace of 2.0% YOY in April (Mar: +1.9%) but was below consensus
estimate of 2.1% YQY, reaffirming that prices are still very much subdued
in the US economy. April print was driven by a rebound in prices of energy
(+1.7% vs -0.4%) and a stronger rise in cost of services (+2.8% vs
+2.7%). Leaving aside food and energy, core inflation rose 2.1% YOY
(Mar: +2.0%), a tad faster than previous month’s reading but nonetheless
overall report still points to a tepid inflation environment which would likely
leave the Fed staying put for the rest of the year.

UK first quarter growth boosted by pre-Brexit demand: The
preliminary reading of UK first quarter GDP growth came in as expected
at 0.5% QOQ (4Q: +0.2%). The stronger print was consumption and
investment driven as proven in a surge in household spending (+0.7% vs
+0.3%) and a steady gain in general government spending (+1.4% vs
+1.3%). Gross fixed capital formation jumped by a whopping 2.1% QOQ
(4Q: -0.6%). Imports rose an impressive 6.8% QOQ (4Q: +2.1%),
boosted by pre-Brexit demand. Exports were flat (4Q: +1.6%) affirming
the challenges faced by the external sector in the first quarter. YOY, GDP
rose 1.8% YOY (4Q: +1.4%), the fastest since 3Q17. Meanwhile,
industrial productions beat expectations to increase 0.7% MOM in March
(Feb: +0.6%) on steady manufacturing output growth and slower fall in
electricity output, as firms continued to ramp up productions and hoard
inventories in preparation for Brexit deadlines. Visible trade deficit
narrowed to £13.65b in March (Feb: £14.43b) as exports growth jumped
to 4.6% MOM (Feb: +0.5%) while imports rebounded by 1.4% MOM (Nov:
-1.5%).

Slower downturn in Singapore retail sales: Retail sales fell at a much
slower pace of 1.0% YOY in March (Feb: -9.9% revised), its second
decline in a row. Looking back, retail sales have now fallen for four times
within a five-month period since November last year, highlighting the
entrenched weakness in consumer demand. Breaking down key
categories, sales of motor vehicles managed to pick up a mere 0.9% YOY
(Feb: -13.2%) as demand for vehicles remained in its current down cycle
while sales of medical goods and wearing apparels and footwear picked
up some steam as well. Sales at department store, mini-
marts/convenience stores and petrol service stations continued to fall
alongside sales of furniture & household equipment, food & beverages,
recreational goods as well as telecommunications & computers.
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Malaysiaindustrial production bounced back from seasonal slump:
Industrial production saw momentum picking up again after the seasonal
lull in February, bouncing back more than expected to increase 3.1%
YOY in March (Feb: +1.7%). As expected, the manufacturing sector
continued to be the key driver, with smaller decline in the mining sector
provided further lift while electricity output saw sustained increase (+4.8%
vs +4.9% YQY). Growth in manufacturing output quickened to 4.1% YOY
in March (Feb: +3.7%) while mining production fell a marginal 0.2% YOY
(Feb: -5.0%) underpinned by rebound in the natural gas index (+1.4% vs
-5.6%) and smaller decline in crude oil (-2.0% vs -4.3%). Based on
available data in hand, we deduce that the Malaysian economy could be
sustaining growth of 4.5-4.6% in 1Q, anchored by domestic consumption
as well as yet another quarter of positive boost from net exports as
imports fell by a larger quantum vs exports. We are maintaining our full
year forecast of 4.7% pending the release of 1Q19 GDP on 16-May.
While the revival of major infrastructure projects namely ECRL and
Bandar Malaysia are expected to infuse some positive vibes to the
domestic economy towards end of the year, hence helping mitigate
protracted headwinds from the external front, the bulk of the effects could
only be filtering down the system beginning next year.

Economic Calendar

Date

14/05

14/05

14/05

13/05

13/05

14/05

Country

us

Eurozone

UK

Japan

Australia

Source: Bloomberg

Events

NFIB Small Business Optimism
Import Price Index MOM
Industrial Production SA MOM
ZEW Survey Expectations
Average Weekly Earnings 3M/YOY
ILO Unemployment Rate 3Mths
Employment Change 3M/3M
Leading Index CI

Coincident Index

Home Loans MOM

NAB Business Conditions

NAB Business Confidence

R(;[;f:irct)lc?g Survey Prior Revised
Apr 102.0 101.8 -
Apr 0.7% 0.6% -
Mar -0.3% -0.2% -
May - 4.5 -
Mar 3.4% 3.5% -
Mar 3.9% 3.9% -
Mar 140k 179k -
Mar P 96.3 97.1 -
Mar P 99.6 100.4 -
Mar -0.5% 0.8% -
Apr - 7.0 -
Apr - 0.0 -
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EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR
CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD

Last Price
1.1233
1.2998
109.95
0.7002
0.8640

4.1575
4.6699
3.7846
5.4069
3.0510
2.9091
2.7424
4.1012
0.6099
0.5296

1.3626
1.5304
1.7709
0.9539

Source: Bloomberg

DoD %
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»Forex

MYR

e MYR closed 0.12% lower against the USD at 4.1575 as US-China trade talk
remain deadlocked.

e We remain bearish MYR as Trump has followed through on his threat to
increase tariffs which will likely get a retaliatory response from Beijing.
Escalating tensions will support pair going forward towards 4.20 target in the
medium term.

usD

e The Dollar index closed 0.12% lower at 97.321 as there was some relief put
forth by Trump saying there is still a chance for a deal.

e We continue to maintain USD bullishness as itis unlikely a deal will be inked
in such a short span of time despite the slightly softening stance from the US.
Would expect continued deadlock in trade talk to support USD strength.

EUR

e EUR closed 0.16% stronger at 1.1233 against USD in line with a weaker USD
overall.

e We remain bearish on EUR as divergence between Eurozone economies and
the US economy as well as trade tensions may continue to provide some drag
to EUR.

GBP

e GBP closed 0.12% lower at 1.2998 as there was some slight selling pressure
on continued trade tensions, overshadowing positive UK data.

e GBP remains bullish as the pair continues to trade within the upper bound of
the Bollinger.

JPY

e JPY closed 0.19% weaker at 109.95 as risk appetite improves somewhat on
Trump’s comments that talks with China were constructive.

We remain bullish JPY as ongoing trade talks are unlikely to produce any kind
of result soon and investors are likely to continue to seek safe haven so long
as talks remain deadlocked.

AUD

e AUD closed 0.19% stronger at 0.7002 against the USD on slightly better risk
appetite after Trump’s comments.

e We remain bearish on AUD and would continue to monitor trade talk
outcomes as it directly has an impact on AUD due to its sensitivity to China.

SGD

e SGD closed 0.11% stronger at 1.3626 against USD in line with broad USD.

¢ We maintain bearish SGD as escalation of US-China trade spat will continue
to dampen risk appetite and support USD/EM in general.
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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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