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US major stocks indexes ended Friday on a flat note after hitting record
highs in the previous session as US and China finally announced a
phase one trade deal that narrowly avoided the scheduled 15 Dec US
tariffs hike on Chinese goods. The limited agreement, to be signed in early
January involves China purchasing $200bn additional US goods and services
over the next two years in exchange for a reduction of US tariffs on some
Chinese goods, to be effective 30 days after the deal has been signed.
Among other outcomes include China’s commitments to improve protection
for intellectual property and a currency provision to not devalue the yuan to
boost competitiveness. Cautious sentiments remained with equities little
changed and treasuries yields slipping by around 6-7bps. The dollar’s
performance was uneven across the FX board; the pound soared over the
Conservative Party’s landslide victory. Oil prices were up by around 1.5%.
Brent crude finished at $65.22/barrel on Friday.

Data were scanty towards the end of last week. US retail sales rose just
0.2% MOM in November, below forecast of 0.5% growth, casting a little
gloom over US consumption outlook in 4Q. Imported prices index picked up
0.2% MOM in November due to higher prices of fuel import. UK house prices
experienced a minor YOY gain. Japan industrial production contracted by
7.7% YQOY in October as typhoon disrupted factories’ activities. New Zealand
services sector growth pulled back in November as suggested by the lower
reading of PMI.

The greenback’s performance across the FX board was uneven on Friday.
The dollar index slipped by 0.23% to 97.12, led by the strength in the
sterling. We are neutral on broad USD today, despite positive trade news
given the presence of underlying caution in the market. Key data to watch out
today are Markit PMI readings. Medium term dollar outlook is still bullish,
supported by solid US fundamentals and data.

MYR strengthened against the USD by 0.64% to 4.1345 on Friday
alongside its Asian regional peers amidst broad-based dollar weakness
following news that the US and China had reached a phase one trade
agreement. MYR daily outlook is neutral with a bullish bias as we expect
the ringgit to consolidate around recent ranges 4.1350 — 4.1550 and unlikely
to breach below the 4.1300 handle given the presence of underlying cautious
sentiment in the market. MYR medium term outlook is still bearish as the
dollar is still expected to be well supported by relatively solid data.

SGD finished 0.08% stronger against the USD at 1.3533 over the news of
a US-China trade deal. Daily outlook for SGD is bearish as the USD likely
rebound over the presence of underlying caution. Medium term outlook is
bearish on relatively weaker (although improving) Singapore fundamentals
versus stronger dollar that is supported by solid data.
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What’s Coming Up Next

Major Data

Flash Markit PMI for US, Eurozone, UK and Japan
»  US Empire Manufacturing, NAHB Housing Market Index

A7

»  China Fixed Assets Investment, Industrial Production, Retail Sales
Major Events
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Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
EURUSD  1.1100 1.1120 1.1124 1.1140 1.1150 >
GBPUSD  1.3200 1.3300 1.3356 1.3400  1.3450 2
USDJPY  108.40 109.00 109.38 109.70 110.0 >
AUDUSD  0.6830 0.6850 0.6875 0.6880  0.6900 >
EURGBP  0.8275 0.8300 0.8330 0.8400  0.8455 N
USDMYR  4.1300 4.1350 4.1420 4.1500 4.1600 >
EURMYR  4.5900 4.6000 4.6075 46100 4.6200 N
JPYMYR  3.7675 3.7750 3.7872 3.8015 3.8330 >
GBPMYR  5.4880 5.5140 5.5318 5.5560  5.6000 N
SGDMYR  3.0450 3.0515 3.0578 3.0600 3.0650 N
AUDMYR  2.8400 2.8450 2.8495 2.8550  2.8600 N
NZDMYR  2.7000 2.7150 2.7335 2.7400  2.7500 N
USDSGD  1.3515 1.3530 1.3544 1.3550  1.3600 2
EURSGD 1.5015 1.5040 1.5068 1.5090 1.5120 7
GBPSGD  1.7860 1.8000 1.8088 1.8150  1.8200 2
AUDSGD  0.9250 0.9300 0.9316 0.9335  0.9360 >

*

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 183.81 0.49 8.25
WTI oil ($/bbl) 60.07 1.50 32.28
Brent oil ($/bbl) 65.22 1.59 20.76
Gold (S/oz) 1,476.33 0.44 14.98
CPO (RM/tonne) 2,828.50 0.62 44.87
Copper ($/tonne) 6,130.00 -0.42 2.77
Rubber (sen/kg) 459.00 0.11 21.11
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Macroeconomics

US retail sales rose less than expected in November: US retail sales
rose just 0.2% MOM in November (Oct: +0.4% revised), below analysts’
expectation of a 0.5% growth, casting a little gloom over US consumer
consumption outlook in 4Q. On a brighter note, the latest print was
accompanied by a revision to October’s sales growth from 0.3 to 0.4%
MOM. Meanwhile, in November, the so-called retail sales for control group
that exclude sales of automobile, gasoline, building materials and food
services went up by a mere 0.1% MOM (Oct: +0.3%), suggesting a pull-
back in core retail spending.

US imported inflation remained subdued: On a separate note, import
prices index picked up 0.2% MOM in November (Oct: -0.5%), its fastest
gain in six months due to higher prices of fuel imports, that correspond to
higher oil prices in the month. YOY, import prices continued to contract
albeit a softer pace of 1.3% (Oct: -3.0%), reflecting still subdued imported
inflation.

UK housing sector remained subdued: The Rightmove House Price
Index slipped 0.9% MOM in December (Nov: -1.3%), a smaller contraction
compared to the previous month. On an annual basis, house prices picked
up 0.8% YOY (Nov: +0.3%), still a limited gain compared to the 1-2% rate
observed in 2018 and 1-3% gain in 2017, suggesting muted growth in the
housing sector.

Japan industrial production contracted in October: Japan industrial
production slipped 4.5% MOM in October (Sep: +1.7%) leaving the annual
contraction at 7.7% YOY (Sep: +1.3%) according to a final reading. The
plunge in output was mainly a result of disruption at Japanese factories
caused by typhoon in October.

New Zealand services sector growth pulled back in November: New
Zealand services sector grew at a slower pace in November according to
the latest BNZ Performance of Services PMI that slipped to 53.3 (Oct: 55.3
revised). The reading was below the long-term average of 54.4 and was
driven by an eight points drop in new orders gauge.
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Economic Calendar

Date Country
16/12 us
17/12

16/12 Eurozone
17/12

16/12 UK
17/12

16/12 Japan
16/12 China
17/12 Singapore
17/12 Australia

Source: Bloomberg

Events

Empire Manufacturing

Markit US Manufacturing PMI
Markit US Services PMI
NAHB Housing Market Index
Housing Starts MoM

Building Permits MoM

Industrial Production MoM

Markit Eurozone Manufacturing PMI

Markit Eurozone Services PMI
Trade Balance SA

Markit UK PMI Manufacturing SA
Markit/CIPS UK Services PMI
Average Weekly Earnings 3M/YoY
ILO Unemployment Rate 3Mths

Employment Change 3M/3M

Jibun Bank Japan PMI Mfg

Jibun Bank Japan PMI Services
Fixed Assets Ex Rural YTD YOY
Industrial Production YOY

Retail Sales YOY

Non-oil Domestic Exports YoY

RBA Minutes of Dec. Policy Meeting
Home Loans MoM

Investment Lending
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-4.0% -
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1.5059
1.8049
0.9306
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»Forex

MYR

MYR strengthened against the USD by 0.64% to 4.1345 on Friday alongside
its Asian regional peers amidst broad-based dollar weakness following news
that the US and China had reached a phase one trade agreement.

MYR daily outlook is neutral with a bullish bias as we expect the ringgit to
consolidate around recent ranges 4.1350 — 4.1550 and unlikely to breach below
the 4.1300 handle given the presence of underlying cautious sentiment in the
market. MYR medium term outlook is still bearish as the dollar is still expected
to be well supported by relatively solid data.

usD

e The greenback’s performance across the FX board was uneven on Friday. The
dollar index slipped by 0.23% to 97.12, led by the strength in the sterling.

e We are neutral on broad USD today, despite positive trade news given the
presence of underlying caution in the market. Key data to watch out today are
Markit PMI readings. Medium term dollar outlook is still bullish, supported by
solid US fundamentals and data.

EUR

e EUR came off daily high to finish little changed against the USD at 1.1121.

e EUR is neutral today and is likely to consolidate around 1.1120 to 1.1140 ahead
of today’'s PMI readings. Medium term outlook is bearish on ECB’s
accommodative monetary policy stance and weaker fundamentals compared to
that of the US.

GBP

e GBP surged by 1.29% against the USD at 1.3331 after PM Boris Johnson’s
Conservative Party secured a landslide victory in the general election.

e GBP daily outlook is bullish as the sterling clings to gains as fears of a no-deal
Brexit eased further following the election ahead of today’s Markit/CIPS PMI
readings. Short term outlook is bearish with the strong RSI overbought
condition indicating that the current rally is not sustainable.

JPY

e JPY finished little changed against the USD at 109.38 as the dollar retreated
from daily high in the American session.

e JPY is neutral today consolidating around 109.25- 109.50 as Asian stocks are
set to open on a mixed note. Medium term outlook is neutral as risks of US-
China trade war escalation and hard Brexit have come down considerably
following the major developments over the weekend.

AUD

e AUD slipped against the USD by 0.48% to 0.6876, retreating below key 0.6900
handle despite an announcement of a limited trade deal by the US and China.

e Daily outlook is neutral as AUD struggles to break above 0.6880 and likely
experience a consolidation of last Friday’s losses at 0.6860-0.6880 ahead of
today’s China key data. Medium term outlook is slightly bullish on lower risk of
a US-China trade war escalation.

SGD

e SGD finished 0.08% stronger against the USD at 1.3533 over the news of a
US-China trade deal.

o Daily outlook for SGD is bearish as the USD likely rebound over the presence
of underlying caution. Medium term outlook is bearish on relatively weaker
(although improving) Singapore fundamentals versus stronger dollar that is
supported by solid data.
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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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