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Global Markets Research

Daily Market Highlights
Key Takeaways

Malaysia v

> US stocks ended slightly lower on Friday to snap a 5-day winning streak us v
ahead of weekend, but managed to clinch impressive weekly gains. Markets UK v
continued to cheer the Fed’s and Jerome Powell’s clear message that it will Japan v
exercise cautions in normalizing the fed funds rate, leading to general view Singapore v
that there won’t be as many hikes as intended in 2019 amidst a slowing
economy. There is also positive news on US-China trade relation as What’s Coming Up Next
Secretary Steven Mnuchin said that China Vice Premier Liu He will travel to
Washington in late January to continue trade negotiations. The Dow, Major Data
S&P500 and NASDAQ fell by -0.02% (-5.9pts), 0.01% (-0.38pts) and 0.21%

(-14.6pts) respectively. Treasuries rebounded as weaker equity boosted > Eurozone Industrial Production
bond buying, yields were seen falling by 3-4bps across the curve with that > China Trade Report
of the 10y benchmark at 2.70% (-4bps). Crude oil snapped up gains- WTI Major Events
and Brent each gave up $1.00 and $1.20 to 51.59/barrel and $60.48/barrel.
> Nil

> At the data front, US CPI rose a mere 1.9% YOY in December driven by the

fall in energy prices bringing the full year CPI growth for 2018 to 2.4% YOY.

Core inflation was held steady at 2.2% YOY in the same month. UK industrial

productions continued to fall by 0.4% MOM but monthly GDP managed to

rise a bit further supported by the services and construction sectors. Daily Supports — Resistances (spot prices)*

Japanese economic surveys indicated weakening sentiments, Singapore

retail sales plummeted by 3.0% YOY amidst weakening demand while S2 S1 Indicative R1 R2  Outlook

Malaysia IPI growth eased further to 2.5% YOY. EURUSD 1.1427 1.1439 1.1465 1.1476 1.1500 b
GBPUSD 1.2815  1.2825 1.2851 1.2882  1.2900 2

» USD extended its rebound to beat 6 G10s while the DXY jumped in late USDJPY 10820  108.39 108.45 108.60  108.92 2

US morning, closing 0.14% higher at 95.67 on the return of refuge demand

S . . AUDUSD  0.7200 0.7207 0.7212 0.7234 0.7247 ?
amid signs of prolonged US government shutdown. We turn slightly bullish
on USD amid signs of increasing refuge demand from prolonged EURGBP 08896  0.8910 0.8919 08929  0.8948 N
government shutdown. Reduced downward momentum is likely to allow
current rebound to extend. While we maintain that a bearish trend still USDMYR  4.0920  4.0950 4.0980 4.1015  4.1030 >
prevails, there may be room for DXY to climb to circa 96.00 — 96.05 before EURMYR 46870  4.6920 4.6975 4.7000  4.7050 a
relenting and resuming a downtrend. JPYMYR 37712 37754 37792  3.7831  3.7883 N

» MYRinched 0.1% firmer to 4.0950 against a soft USD but slipped against GBPMYR 52600  5.2635 5.2680 52710 5.2740 2
6 G10s. MYR is neutral, with room for mild losses against USD. We SGDMYR  3.0259  3.0279  3.0289  3.0304 3.0318 2
reiterate our caution that recent declines may have exhausted USDMYR’s AUDMYR  2.9449  2.9508 2.9541 2.9566  2.9600 2
bearish strength and there may be a minor rebound, possibly back to circa NZDMYR  2.7894 2.7943 2.7967 27982  2.8000 >
4.1110 — 4.1150 first, before extending further losses.

» SGD ended mixed against the G10s and slipped 0.06% to 1.3534 against USDSGD  1.3510 1.3520 1.3528 13536 1.35%% 3
USD. We stay slightly bullish on SGD against USD, supported by EURSGD  1.5484 1.5500 1.5508 15522 15530 3
lingering optimism of US-China trade talks. With downward momentum GBPSGD  1.7332  1.7367 1.7391 17416  1.7449 2
rising, we continue to expect further losses in USDSGD. A test 1.3500 is AUDSGD 09725  0.9739 0.9753 0.9768  0.9781 2
likely, though at current juncture, we still opine that a downside break here * at time of writing

may not yield a sustainable downtrend. 2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss

Last Price DoD % YTD % Name Last Price DoD % YTD %
KLCI 1,683.22 £ o026lf -0.44 CRB Index 178.08 [I 029 4.88
Dow Jones Ind. 23,995.95 P 00 2.87 WTI ol ($/bbl) 51.59 -1.90 13.61
S&P 500 2,596.26 -0.01 357 Brentoil ($/bbl) 60.48 [ -1.05 13.20
FTSE 100 6,918.18 -0.36 2.82 Gold (S/oz) 1,290.25 i 028 8l10
Shanghai 2,553.83 0.74 2.40 CPO (RMtonne) 2,023.50 ‘ -0.61 3.64
Hang Seng 26,667.27 0.55 3.18 Copper ($/tonne) 5,942.00 E 0.20 -0.39
STI 3,198.65 i 048 4.23 Rubber (sen/kg) 399.00 P 0.13 5.8

Source: Bloomberg
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> Macroeconomics

Softer inflation reaffirmed lack of price pressure in US: CPIl matched
expectations easing substantially to 1.9% YOY in December (Nov: +2.2%)
bringing the full year CPI growth to 2.4% YOY. The weaker print was largely
driven by the fall in prices of energy (-0.3% vs +3.1%) which more than offset a
spike in prices of food (+1.6% vs +1.4%). Within energy prices of gasoline fell
by 2.1% YOY (Nov: +5.0%) reflecting the dip of crude oil prices in December.
Excluding food and energy, core CPI growth was held steady at 2.2% YOY (Nov:
+2.2%) as underlying inflation stabilized but overall the lack of price pressures
in the US economy reinforced view of fewer rate hikes in 2019 as the Fed
minutes mentioned that it could afford to be “patient” against a backdrop of
muted inflation.

UK industrial production sustained decline as manufacturing weakened in
November: Industrial production fell for the third consecutive month by 0.4%
MOM in November (Oct: -0.6%) driven by the continuous decline in
manufacturing output (-0.3% vs -0.6%) as well as the fall in electricity and
mining& quarrying output. Services were still holding up and managed to clinch
a gain of 0.3% MOM (Oct: +0.2%). construction recovered modestly to grow
0.6% MOM (Oct: +0.0%) while agriculture steadied at 0.2% MOM bringing GDP
growth for November to 0.2% MOM (Oct: +0.1%). The contraction in industrial
output suggests an entrenched weakness in the UK manufacturing sector but
we reckon a potential recovery in output in December following a much stronger
PMI reading firms and clients alike ramped up purchases and production to
prepare for Brexit in March. This also translates into a slower rolling three-month
GDP growth of 0.3% in the three months to November (June to August: +0.4%).
A separate release meanwhile shows that the goods trade balance widened
further to -£12,023m in November (Oct: -£11,946m revised) as exports of goods
fell by 0.3% (Oct: +0.9%) while imports were unchanged.

Japan economic surveys indicated weakening sentiments: The Eco
Watchers Survey for current conditions fell to 48.0 in December (Nov: 51.0)
while similarly the index for outlook also slid to 48.5 (Nov: 52.2) as households
and businesses revised downward their economic assessments suggesting
weakening sentiments.

Singapore retails plunged amidst weakening domestic demand: Retail
sales fell by 3.0% YOY in November (Oct: +0.1%), more than what analysts had
earlier expected. The weaker print was mainly weighed down by the sharp dip
in auto vehicles sales (-15.1% vs -2.0%) as well as the fall in
telecommunications computers sales (-22.1% vs +0.8%). Excluding auto vehicle
sales, retail sales fell 0.2% YOY (Oct: +0.6%) further confirming that domestic
demand conditions in Singapore has softened and in line with the slower 4Q
GDP growth in a preliminary reading.

Malaysia saw more moderate IPlI gain: Industrial production growth
moderated in November, rising 2.5% YOY (Oct: +4.3% revised) but bested
expectations of a slowdown to 2.3%. The headline IPI was weighed down by
underperforming mining and manufacturing sectors while growth of electricity
production ticked higher (Nov: +3.2% vs Oct: +2.8%). The turnaround in mining
output in Oct was short-lived (Nov: -0.7% vs Oct: +1.4%), as decline in output
growth of natural gas (Nov: -1.8% vs Oct: +2.3%) negated the slight pick-up in
output growth of crude oil (Nov: +0.6% vs Oct: +0.4%). Latest data bag appears
to be reaffirming expectations global growth is fast losing steam. Lingering trade
and policy risks, coupled with impact of earlier rate hikes and dissipating tax cuts
benefits in the US, are all expected to spell downside risks to global growth
prospects going forward, not forgetting added signs of growth slowdown in
China. In the face of increasing challenges from the external environment that
is expected to spill over to the domestic economy, we are maintaining our view
for continued moderate growth of 4.7% in the Malaysian economy this year, little
changed from the 4.6% growth estimated for 2018.
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Economic Calendar

Date Country Events Repo'rting Survey Prior Revised
Period

15/01 us Empire Manufacturing Jan 11.3 10.9 --
PPI Final Demand YOY Dec 2.5% 2.5% -

14/01 Eurozone Industrial Production SA MOM Nov -1.5% 0.2% -

15/01 Trade Balance SA Nov 12.8b 12.5b -

15/01 Japan Machine Tool Orders YOY Dec P - -17.0% --

14/01 China Exports YOY Dec 2.0% 5.4% --
Imports YOY Dec 4.5% 3.0% --
Trade Balance Dec $51.60b $44.74b $44.71b

Source: Bloomberg
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»Forex

MYR

e MYR inched 0.1% firmer to 4.0950 against a soft USD but slipped against 6 G10s.

e MYR is neutral, with room for mild losses against USD. We reiterate our 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 extended its rebound to beat 6 G10s while the DXY jumped in late US
morning, closing 0.14% higher at 95.67 on the return of refuge demand amid signs of
prolonged US government shutdown.

e We turn slightly bullish on USD amid signs of increasing refuge demand from
prolonged government shutdown. Reduced downward momentum is likely to allow
current rebound to extend. While we maintain that a bearish trend still prevails, there
may be room for DXY to climb to circa 96.00 — 96.05 before relenting and resuming
a downtrend.

EUR

e EUR fell 0.27% to 1.1469 against a rebounding USD and weakened against 7
G10s, weighed down by softer trading sentiment in early Eurozone session.

e EUR is now slightly bearish against a rebounding USD but losses may be
moderate unless Eurozone data surprises to the downside. EURUSD has lost upward
momentum and could extend its recent losses. Expect declines to be stemmed near
1.1427, otherwise EURUSD will be exposed to a drop to circa 1.1356 — 1.1375.

GBP

e GBP got a boost from rumours that official Brexit date may be postponed beyond 29
Mar, rallying to beat 8 G10s and jumping 0.76% to 1.2844 against USD.

e Expect aslightly bullish GBP against USD, continued to be supported by improving
Brexit sentiment. GBPUSD remains technically bullish and may be headed to 1.2882
next, above which bulls will further be encouraged and challenge 1.2927.

JPY

e JPY was supported by return of refuge demand to beat 5 G10s but slipped 0.05% to
108.48 against USD.

e We turn slightly bearish on JPY against a rebounding USD. Downward
momentum has diminished, limiting losses for USDPY. Meanwhile, holding above
108.00 will likely be constructive for USDJPY, allowing room for a climb to 109.29.

AUD

e AUD was buoyed by firmer sentiment in Asian session and optimism of US-China
trade talks, climbing 0.42% to 0.7215 against USD and advancing against 7 G10s.

e AUD remains bullish against USD in our view, supported by lingering optimism of
US-China trade talks. A close above 0.7207 on Friday is to us a bullish sign. On top
of rising upward momentum, we expect further gains going forward, with room to test
0.7234 — 0.7247 range.

SGD

e SGD ended mixed against the G10s and slipped 0.06% to 1.3534 against USD.

e We stay slightly bullish on SGD against USD, supported by lingering optimism of
US-China trade talks. With downward momentum rising, we continue to expect further
losses in USDSGD. A test 1.3500 is likely, though at current juncture, we still opine
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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