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Global Markets Research

Daily Market Highlights
Key Takeaways

us
>  Wall Street stocks gained overnight as markets turned hopeful that the Eurozone :
US and China could still manage to reach a trade deal amidst somewhat UK >
easing trade tensions. President Trump said in a series of tweets that the Japan >
US would make a deal with China “when the time is right” and his respect Australia >

for President Xi was “unlimited”. The Dow added 207 points or 0.82%, led
by rebounds in trade bellwethers Caterpillar and Boeing’s shares. The S&P What’s Coming Up Next
500 also rose 0.8% (+23pts) as all sectors except for utilities finished higher,
with technology stocks being the biggest winner overnight. NASDAQ advanced
by 1.14% (+87pts). Earlier European main equity benchmarks rebounded as
well while Asian markets mostly closed lower. US treasuries yield rose slightly
across the curve, 10Y UST yield ended 1bp higher at 2.41%. Crude oil prices
gained on Middle East tensions, WTI rose 1.21% to $61.78/barrel and Brent
crude went up by 1.44% to $71.24/barrel.

Major Data

»  US MBA Mortgage Applications, Retail Sales, Empire Manufacturing,
Industrial Production, NAHB Housing Market Index

Eurozone 1Q GDP

Japan Machine Tool Orders

China Fixed Assets Investment, Industrial Production, Retail Sales

YV V VY

Australia Wage Price Index

» Global economic data appeared mixed. US small firms were more upbeat Major Events

over business outlook given the 1.7pts increase in the NFIB Small Business > Nil
Optimism Index. The import price index rose 0.2% MOM in April and
recorded its fourth YOY decline of 0.2% in five months, as a strong dollar Daily Supports — Resistances (spot prices)*
weighed down imported inflation. Eurozone industrial production fell
again by 0.3% MOM in March, led by output decline in Spain, Italy and S2 S1 Indicative R1 R2 Outlook
France. The ZEW investors’ expectations index fell back to negative EURUSD  1.1150  1.1175 1.1204 11225  1.1250 N
territory at -1.6 on escalating US-China tensions. UK added 99k jobs in the GBPUSD 1.2800  1.2870 1.2906 1.2950  1.3050 3
three months to March and unemployment rate fell to a 44-year low of 3.8% USDJPY  109.00  109.25 109.55 109.75  110.00 a
in the same period. Wage growth however eased to 3.2% YOY. Japan AUDUSD 06900  0.6945 0.6959 06975  0.7000 \
Economy Watchers Survey showed mixed confidence in April. Confidence

EURGBP  0.8600 0.8625 0.8683 0.8700 0.8730 >

gauges in Australia also painted a mixed picture of business and consumer

sentiments.
USDMYR  4.1600 4.1650 4.1740 4.1750 4.1800 ?
»  The Dollar index closed 0.2% higher at 97.506 as the broad USD continues EURMYR 4.6450  4.6650 4.6760 4.6900 4.7000 >
to pick up strength post US-China talks. We continue to maintain USD JPYMYR  3.7800 3.8000 3.8110 3.8350  3.8500 >
buIIl.shness §o long as there continues to be safe haven demand as trade GBPMYR 53600 53800 5.3870 5.4000 54250 9
tensions continue.
SGDMYR  3.0400 3.0450 3.0475 3.0530 3.0550 >
» MYR closed 0.17% lower against the USD at 4.1715 as USD/AXJ continues AUDMYR 28800 2.8850 2.8920 29000 29100 N
its upwards rise following cues from USDCNY and USDCNH. We remain NZDMYR  2.7150  2.7300 2.7420 27550  2.7650 3
bearish MYR as USDAXJ continues to rise in tandem with a higher USDCNY
and USDCNH as investors continue to shy away from risk assets. USDSGD 1.3650  1.3675 1.3700 13725  1.3750 2
X L X . EURSGD  1.5300 1.5325 1.5352 1.5375 1.5400 >
> SGD closed 0.12% stronger at 1.3689 against USD in line with better risk
appetite towards late Asian trading. We maintain bearish SGD as GBPSGD  1.7500  1.7600 1.7683 1.7800  1.8000 3
]

escalation of US-China trade spat will continue to dampen risk appetite and AUDSGD  0.9400  0.9450 0.9494 0.9520  0.9550
support USD/EM in general however we may see some consolidation around

the recent ranges as risk appetite improves somewhat. » at time of writing

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 1,599.19 -0.12 El -5.41 CRB Index 179.99 1.32 6.00
Dow Jones Ind. 25,532.05 0.82 9.45 WTI oil ($/bbl) 61.78 1.21 36.05
S&P 500 2,834.41 0.80 13.07 Brent il ($/bbl) 71.24 1.44 32.42
FTSE 100 7,241.60 1.09 7.63 Gold (S/oz) 1,296.92 -0.23 1.13
Shanghai 2,883.61 -0.69 15.63 CPO (RM/tonne) 1,916.50 0.31 | -1.84
Hang Seng 28,122.02 -1.50 8.81 Copper ($/tonne) 6,027.00 0.27 1.04
STI 3,223.71 -0.33 5.05 Rubber (sen/kg) 481.00 -0.21 26.91

Source: Bloomberg
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» Macroeconomics

US NFIB Small Business
Optimism

US Import Price Index MOM

EU Industrial Production SA
MOM

EU ZEW Survey Expectations

UK Average Weekly Earnings
3M/YOY

UK ILO Unemployment Rate
3Mths

UK Employment Change
3M/3M

JP Eco Watchers Survey
Current Conditions Index SA
JP Eco Watchers Survey
Expectations Index SA

AU NAB Business Conditions

AU NAB Business Confidence

AU Westpac Consumer
Confidence Index

Source: Bloomberg
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102.0
0.7%
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3.9%

140k

455

48.0

US small firms upbeat on business outlook: The NFIB Small Business
Optimism Index climbed further to 103.5 in April (Mar: 101.8), its highest
level since December last year to signal an upbeat confidence level
among US small and independent businesses. All sub-indexes posted
gains with firms turned much positive over business outlook. A net 20%
of owners expect real sales to go higher and 25% said that now is the
good time to expand which led firms to make plans to increase
employment, inventories and to make capital outlay.

Strong dollar weighed down US imported inflation: Import price index
missed estimates, posting a tiny increase of 0.2% MOM in April (Mar:
+0.6%) as the surge in prices of imported food & beverages (+2.8% vs -
0.2%) were offset by the slower gain in prices of fuels & lubricant (+2.5%
vs +6.9%) and the extended fall in cost of capital goods (-0.4% vs -0.1%).
YQY, import prices fell 0.2% (Mar: +0.1%), its fourth decrease in five
months, highlighting weak imported inflation in the US which is mainly
attributed to a stronger dollar in recent months, leading consumers to feel
less of a pinch while purchasing foreign made goods. April print was in
line with the generally weak readings of CPI and PPI, suggesting that
inflation remains tepid in the US economy, meaning that the Fed is likely
to stay pat this year.

Eurozone industrial production fell again in March: Eurozone
industrial production fell for the second running month by 0.3% MOM in
March (Feb: -0.1% revised), marking its fourth decline within a 5-month
period since November last year. March’s extended decline was driven
by the fall in output of Spain (-1.0% vs -1.0%), Italy (-0.9% vs +0.8%) and
France (-1.0% vs +0.1%) 8%) where thousands of Frenchmen went to
street to protest the Macron government. Output in Portugal continued to
fall but at a slower pace (-1.3% vs -1.6%) whereas productions in
Germany finally rebounded to 0.4% MOM (Feb: -0.2%) after two months
of decline suggesting that output is slowly picking up in the bloc’s largest
economy. YOY, industrial production fell 0.6% (Feb: 0%) after coming in
unchanged in the previous month. Looking ahead, the manufacturing
sector appears to be vulnerable still with the Markit manufacturing PMI
recording below-50 readings three months in a row amidst increasingly
uncertain global trade outlook.

Eurozone ZEW index fell back to negative reading, investors turned
pessimistic over trade woes: The German ZEW Expectation of
Economic Growth index for the Eurozone fell back to a negative reading
of -1.6 in May (Apr: 4.5) after an upbeat record in the previous month
while the similar gauge for the German economy also went down to -2.1
(Apr: 3.1) as investors’ turned pessimistic over the outlook for foreign
trade amidst escalating US-China trade tension.

UK unemployment rate fell to 44-year low: The UK economy added
99k jobs in the three months to March (Feb: +179Kk), missing consensus
estimate of 140k. Unemployment rate fell to 3.8% in the same period
(Feb: 3.9%), a level last seen in Jan 1975 as the labour market continued
to tighten despite the generally uncertain impact Brexit might have on
medium term growth outlook. Wage data disappointed as well with the
average weekly earnings clocking in a mere 3.2% YOY gain in the three
months to March (Feb: +3.5%) while growth in earnings exclusive of
bonus also softened a bit to 3.3% YOY (Feb: +3.4%), adding to signs of
subdued inflation in the near term.
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Japan Economy Watchers Survey result appeared mixed ahead of
sales tax hike: The Economy Watchers Current Conditions Index
advanced slightly to 45.3 in April (Mar: 44.8) driven by businesses and
manufacturers’ improved perceptions over the current state of the
economy potentially because firms see household ramping up spending
in the first half of 2019 prior to the upcoming sales tax hike in October.
This could be seen in the survey’s Expectations Index which fell for the
third straight month to 48.4 (Mar: 48.6) as businesses and manufacturers’
appeared gloomy over the general economic outlook.

Confidence gauges painted mixed picture of Australia businesses
and consumers sentiments: The NAB Business Confidence Index rose
to 0 in April (Mar: -1.0 revised) suggesting that optimism level among
Australian businesses remained remarkably weak since the end of last
year. The Business Conditions index fell to 3 (Mar: 7) as firms turned less
positive over the current state of the economy with trading and profitability
rising at slower pace while employment, forward orders and exports and
exporters’ sales declining. Capital expenditure stood in exception and
was reported to be increasing slightly according to the survey. The
Westpac Consumer Confidence Index released this morning rose to
101.3 in May (Apr: 100.7) as consumer turned positive over economy in
one year ahead but were downbeat on next 5-year outlook. The index for
current conditions rose 2.7% MOM (Apr: -3.2%) while the expectations
index fell 0.7% MOM (Apr: +5.4%).

Economic Calendar

Date Country
16/05 Malaysia
15/05 us
16/05

15/05 Eurozone
16/05

15/05 Japan
16/05

15/05 China
15/05 Australia
16/05

Source: Bloomberg

Events

GDP YOY

MBA Mortgage Applications
Retail Sales Advance MOM
Empire Manufacturing
Industrial Production MOM
NAHB Housing Market Index
Initial Jobless Claims

Housing Starts MOM

Building Permits MOM
Philadelphia Fed Business Outlook
GDP SA QOQ

Trade Balance SA

Machine Tool Orders YOY

PPI YOY

Fixed Assets Ex Rural YTD YOY
Industrial Production YOY
Retail Sales YOY

Wage Price Index YOY
Employment Change

Unemployment Rate

RT:Z?::)ICTQ Survey Prior Revised

1Q 4.3% 4.7% -

10 May - 2.7% -
Apr 0.2% 1.6% --
May 8.0 10.1 -
Apr 0.0% -0.1% -
May 64.0 63.0 -

11 May 220k 228k -
Apr 6.2% -0.3% --
Apr 0.2% -1.7% -0.2%
May 9.0 8.5 -
1QP 0.4% 0.2% -
Mar 19.4b 19.5b --
Apr P - -28.5% -
Apr 1.1% 1.3% --
Apr 6.4% 6.3% --
Apr 6.5% 8.5% -
Apr 8.6% 8.7% --
1Q 2.3% 2.3%
Apr 15.0k 25.7k -
Apr 5.0% 5.0% --
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EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR
GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR
CNYMYR
HKDMY R

USDSGD
EURSGD
GBPSGD
AUDSGD

Last Price
1.1204
1.2905
109.61
0.6944
0.8682

4.1715
4.6875
3.8038
5.4023
3.0483
2.8979
2.7462
4.1411
0.6062
0.5315

1.3689
1.5337
1.7664
0.9506

Source: Bloomberg

DoD %

2
8
3
1

High
1.1244
1.2970
109.77
0.6960
0.8692

4.1720
4.6910
3.8203
5.4092
3.0494
2.9025
2.7490
4.1479
0.6073
0.5316

1.3708
1.5395
1.7770
0.9528

Low
1.1201
1.2904
109.15
0.6935
0.8654

4.1625
4.6776
3.7957
5.3869
3.0394
2.8899
2.7383
4.1313
0.6046
0.5303

1.3678
1.5332
1.7661
0.9496

YTD %

»Forex

MYR

e MYR closed 0.17% lower against the USD at 4.1715 as USD/AXJ continues its
upwards rise following cues from USDCNY and USDCNH.

e We remain bearish MYR as USDAXJ continues to rise in tandem with a higher
USDCNY and USDCNH as investors continue to shy away from risk assets.

usD

e The Dollar index closed 0.2% higher at 97.506 as the broad USD continues to
pick up strength post US-China talks.

e We continue to maintain USD bullishness so long as there continues to be safe
haven demand as trade tensions continue.

EUR

e EUR closed 0.16% weaker at 1.1204 against USD in line with a stronger 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 0.41% lower at 1.2905 in line with a stronger USD overall.

e GBP turns bearish as the pair continues to dip into negative territory below the
mid of the Bollinger just ahead of 1.29 short term support.

JPY

e JPY closed 0.28% weaker at 109.61 as risk appetite improves on Trump and
Mnuchin comments.

e We remain bullish JPY as ongoing trade tensions are likely to continue
prompting investors to seek safe haven. However, we may see a short term
correction towards the 110.00 handle.

AUD

e AUD closed unchanged at 0.6944 against the USD.

e We remain bearish on AUD and would continue to monitor trade headlines due
to AUD’s sensitivity to China.

SGD

e SGD closed 0.12% stronger at 1.3689 against USD in line with better risk
appetite towards late Asian trading.

e We maintain bearish SGD as escalation of US-China trade spat will continue to
dampen risk appetite and support USD/EM in general however we may see some
consolidation around the recent ranges as risk appetite improves somewhat.
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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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