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Global Markets Research

Daily Market Highlights
Key Takeaways

us >

» US stocks got a boost in the afternoon session to end higher for the third Eurozone v

consecutive day following a WSJ report that said the Trump UK L/

Administration was mulling to lift some tariffs on Chinese imports. The Japan v

positive trade headlines helped improve sentiments as concerns on the Singapore v

ongoing government shutdown (now in its 28th day) has become increasingly Australia v

pronounced in recent days. Treasuries fell as equities rose- yield on 2y notes New Zealand A

closed higher at 2.56% (+2bps) while that of the 10s rose to 2.75% (+3bps).

Oil prices weakened slightly - Brent and WTI each settled lower at What’s Coming Up Next

$61.18/barrel (-0.23%) and $52.07/barrel (-0.46%). Elsewhere, European

shares mostly ended in the red while Asian stocks were mixed. Bank Major Data

Indonesia left its 7-day reverse repo rate unchanged at 6.0%. »  US Industrial Production, U. of Mich. Sentiment

» UK Retail Sales Inc Auto Fuel
» Inthe US, the Philly Fed Manufacturing Index strengthened to 17.0 this month >

while initial jobless claims fell by 3k to 213k last week. Eurozone HICP inflation
eased to 1.6% YOY in the final reading while core inflation steadied at 1.0%
YOY. UK house prices were reported to have fallen as the RICS house price > Nil

Japan Industrial Production

Major Events

balance declined to -19%. Japan headline CPI eased to more-than-a-year low

of 0.3% YOY while core CPI softened to 0.7% YOY. Singapore NODX dipped Daily Supports — Resistances (spot prices)*
by 8.5% YOY on unfavourable base, Australia home loan approvals fell by

0.9% while New Zealand manufacturing PMI picked up to 8-month high. S2 S1 Indicative R1 R2 Outlook
EURUSD  1.1367 1.1379 1.1389 1.1393 1.1420 3
» USD climbed against 8 G10s while the DXY inched was mostly sideways GBPUSD  1.2930 1.2950 1.2973 1.2977  1.3001 N
through trading, closing little changed at 96.06 as risk appetite improved USDJPY  109.00 109.25 109.29 109.56  109.73 2
following speculation that the US is contemplating on retracting import tariffs AUDUSD 07176 07187 0.7195 07200 0.7207 N
on China. Maintain a bullish view on USD, supported by refuge demand amid
EURGBP  0.8820 0.8837 0.8780 0.8800 0.8810 2

extended government shutdown. With DXY still holding above 96.05, albeit
slightly, we expect bullish bias is likely to prevail. There is now room to

challenge 96.24 — 96.37 in the next leg higher. USDMYR  4.1040  4.1070 4.1093 4.1110  4.1150 >
EURMYR  4.6762 4.6800 4.6814 4.6818 4.6852 a
> MYR S|Ipp.ed 011% to 4.1.1135 agalnst USD after tumbling in early Asian JPYMYR  3.7547 3.7574 3.7593 3.7648  3.7690 N
session amid d|m|n|§hed risk appe.tlte but managed -to beat 9 G10s. Expe(‘:t a GBPMYR  5.3240 5.3208 5.3321 53358  5.3401 2
neutral MYR against USD, with room for mild losses as overnight
. i S - SGDMYR  3.0279 3.0301 3.0325 3.0333  3.0353 >
improvement in risk appetite is likely to wane heading into a long weekend for
Malaysia that is likely to diminish buying interest. Receding downward AUDMYR  2.9511  2.9538 2.9576 2.9625  2.9660 B
momentum continues to suggest USDMYR is headed higher. We maintain the NZDMYR 27791  2.7800 2.7813 2.7838  2.7870 2
view that this is part of a rebound from recent losses, possibly targeting 4.1150,
above which a move to 4.1313 will be exposed. USDSGD  1.3527  1.3541 1.3550 13555  1.3569 2
» SGD slipped 0.05% to 1.3559 against USD but managed to climb against 6 EURSGD 15406 1.5427 1.5438 15463 1.5481 ¥
G10s. Maintain a slightly bearish SGD view against USD on technical GBPSGD 17550  1.7574 17582 17600 1.7614 3
reasons. USDSGD continues to shy away from recent lows and with downward AUDSGD  0.9726  0.9744 0.9755 0.9761  0.9775 N
momentum receding, there is more room for further gains. We set sights on a * at time of writing
potential advance to 1.3575 — 1.3581. 2 = above 0.1% gain; W = above 0.1% loss; = = less than 0.1% gain / loss
Last Price Last Price DoD % YTD %
KLCI 1,682.97 0.59 |] -0.45 CRB Index 179.76 0.06 5.86
Dow Jones Ind. 24,370.10 0.67 447 WTI oil ($/bbl) 52.07 -0.46 14.67
S&P 500 2,635.96 ’ 0.76 5.ks] Brent oil ($/bbl) 61.18 -0.23 13.59
FTSE 100 6,834.92 E‘ -0.40 1.59 Gold (S/oz) 1,292.05 -0.13 8.10
Shanghai 2,559.64 E' -0.42 2.64 CPO (RM/tonne) 2,010.00 0.27 2.94
Hang Seng 26,755.63 K -0.54 3.52 Copper ($/tonne) 5,970.00 0.84 0.08
STI 321444 [ -045 4.75 Rubber (sen/kg) 393.00 -0.13 3.69

Source: Bloomberg
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» Macroeconomics

US Initial Jobless Claims

US Philadelphia Fed
Business Outlook

EU CPI'YOY

EU CPI Core YOY

UK RICS House Price
Balance

JP Natl CPI YOY

JP Natl CPI Ex Fresh
Food YOY

SG Non-oil Domestic
Exports SA MOM

AU Home Loans MOM

NZ BusinessNZ
Manufacturing PMI

Source: Bloomberg
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213k

17.0

1.6%

1.0%

-19.0%

0.3%

0.7%

-8.5%
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55.1
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216k
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1.0%
-11.0%
0.8%
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2.1%
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10.0

1.6%

1.0%
-13.0%
0.3%
0.8%
2.0%

-1.5%

US Philly Fed manufacturing index strengthened amidst improving
demand, jobless claims fell: The latest Philadelphia Manufacturing
Business Outlook Survey reported that the index for current activity increased
to 17.0 in January (Dec: 9.1) driven by higher new orders. Shipment fell
slightly, employment increased while the growth in prices paid index eased.
Most firms reported increase in underlying demand thus expecting higher
production in the future. Initial jobless claims decreased further by 3k to 213k
for the week ended 12 Jan (previous: 216Kk) signaling strong employment in
the US but may rise in the week after according to Bloomberg due to the
government shutdown as furloughed non-essential government workers are
entitled for unemployment benefit (not counted in headline jobless claims)
and are reported separately with a one-week lag.

Eurozone inflation eased as oil prices fell: The final reading of the HICP
inflation rate was unrevised at 1.6% YOY in December (Nov: +1.9%), easing
substantially from 1.9% YQY in the previous month. The much weaker print
left headline inflation at a level well below the ECB’s target of just below 2%
and was mainly driven by the slower rise in prices energy (+5.4% vs +9.1%)
as global oil prices dipped sharply in December and partly by the softer food,
tobacco and alcohol category (+1.8% vs +1.9%). Excluding these two items,
core inflation steadied at 1.0% YOY (Nov: +1.0%) as cost of services rose by
a consistent 1.3% YOY (Nov: +1.3%), pointing to a still-muted underlying
inflation in the Eurozone economy despite strengthening wage growth amidst
a tightening labour market, a sign that firms are still reluctant to pass on cost
to consumers. The softer HICP readings were the latest additions to a
generally weak Eurozone data bag, casting doubt over whether the ECB
could raise its key rate after summer this year as part of its plan to normalize
monetary policy.

UK housing market weakened further amidst Brexit uncertainties:
House prices were reported to have fallen further in December according to
the December RICS UK Residential Market Survey as the net house price
balance, a headline indicator for prices fell deeper into -19% (Nov: -11%),
marking its fourth consecutive negative reading and the weakest since Aug-
12 with prices continued to soften in London and the South East. Other
indicators also pointed to a continuously weak housing market with political
uncertainties being increasingly cited as a constraint to the market- sales
volume dwindled albeit at a slower rate (-11% vs -15%) while net balance for
near term expectations dipped to -28%, the poorest reading since the start of
the survey.

Japan inflation faltered, BOJ expected to stay pat: CPI rose by a mere
0.3% YOY in December (Nov: +0.8%), the slowest rate since October 2017
as prices of fresh food dipped sharply (-9.4% vs -1.4%) and cost of energy
was lower thanks to cheaper oil prices in December. The core CPI which
excludes fresh food, the BOJ’s main gauge of inflation eased to 0.7% YOY
(Nov: +0.9%) while the so-called “core” CPI (excluding fresh food and
energy) steadied at 0.3% YOY (Nov: +0.3%), both reflecting tepid underlying
inflation in the Japanese economy thus reaffirming views that the BOJ will
leave its key policy balance rate unchanged and keep its current stimulus.

Singapore saw sharper fall in December’s NODX: Non-oil domestic
exports (NODX) dipped further by 8.5% YOY in December (Nov: -2.8%
revised) from the higher base in the previous year. Shipment of electronics
failed to sustain last month’s gain (-11.2% vs +4.3%) and this was hardly
surprising given the softer global electronics demand while that of non-
electronics products (-7.4% vs -5.4%) also continued to fall. Exports to China
rebounded to increase 15.4% YOY (Nov: -16.4%) following multiple months
of decline while that to the US stabilized at above 30% (+31.1% vs +33.1%).
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Australia home loans fell as housing market softened: The number of
housing loans approved decreased by 0.9% MOM in November (Oct: +2.1%
revised) confirming that the rebound in the previous month was mainly due
to earlier applications being approved after a period of delay as credit rules
tightened in Australia, thus suggesting that the housing market continued to
soften in the country.

New Zealand manufacturing PMI pointed to quicker expansion in
factories activities: The BusinessNZ Manufacturing PMI picked up to an
eight-month high of 55.1 in December (Nov: 53.7 revised), suggesting that
the manufacturing sector finally gained momentum following months of
muted expansions. The stronger headline index was driven by a surge in
production, finished stocks and deliveries while employment rose modestly.
New orders eased slightly but remained high suggesting a still-solid demand.

Economic Calendar

Date Country
18/01 us
18/01 UK
21/01

18/01 Japan
21/01

21/01 China

Source: Bloomberg

Reporting

Events Period Survey Prior Revised
Industrial Production MOM Dec 0.2% 0.6% -
U. of Mich. Sentiment Jan P 96.8 98.3 -
Retail Sales Inc Auto Fuel MOM Dec -1.0% 1.4% -
Rightmove House Prices MOM Jan -1.5%
Industrial Production YOY Nov F 1.4%
Convenience Store Sales YOY Dec - 0.6% -
Retail Sales YOY Dec 8.2% 8.1%
Industrial Production YOY Dec 5.3% 5.4%
Fixed Assets Ex Rural YTD YOY Dec 6.0% 5.9%
GDP YOY 4Q 6.4% 6.5%
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Last Price  DoD % High Low YTD %

EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR
CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD
Source: Bloomberg

1.1389
1.2986
109.26
0.7193
0.8770

4.1135
4.6867
3.7789
5.2904
3.0326
2.9455
2.7703
4.1455
0.6073
0.5242

1.3559
1.5441
1.7607
0.9753

j

:

1.1406
1.3001
109.40
0.7222
0.8870

4.1175
4.6891
3.7861
5.3011
3.0346
2.9473
2.7841
4.1529
0.6088
0.5249

1.3575
1.5463
1.7612
0.9779
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»Forex

MYR

MYR slipped 0.11% to 4.1135 against USD after tumbling in early Asian session
amid diminished risk appetite but managed to beat 9 G10s.

Expect a neutral MYR against USD, with room for mild losses as overnight
improvement in risk appetite is likely to wane heading into a long weekend for
Malaysia that is likely to diminish buying interest. Receding downward momentum
continues to suggest USDMYR is headed higher. We maintain the view that this is
part of a rebound from recent losses, possibly targeting 4.1150, above which a move
to 4.1313 will be exposed.

usD

e USD climbed against 8 G10s while the DXY inched was mostly sideways through
trading, closing little changed at 96.06 as risk appetite improved following speculation
that the US is contemplating on retracting import tariffs on China.

e Maintain a bullish view on USD, supported by refuge demand amid extended
government shutdown. With DXY still holding above 96.05, albeit slightly, we expect
bullish bias is likely to prevail. There is now room to challenge 96.24 — 96.37 in the
next leg higher.

EUR

e EUR dipped 0.03% to 1.1389 against USD but advanced against 6 G10s as risk
appetite in the FX space improved.

e Stay bearish on EUR against USD on technical reasons. Downward momentum
continues to increase, keeping EURUSD pressured. We maintain that there is room
to test 1.1366 next, below which 1.1300 will be targeted.

GBP

e GBP jumped 0.78% to 1.2986 against USD and rallied to beat all G10s as
speculations intensified over the possibility of a second Brexit referendum.

e We turn bearish on GBP against USD on technical reasons. Caution that GBP will
increasingly be event-driven going forward, and could swing quickly between gains
and losses on news flow. While there is room for GBPUSD to test 1.3000, we opine
that recent rally may have exhausted upside bias and we would not rule out a potential
pullback to circa 1.2900 — 1.2930.

JPY

e JPY slipped 0.16% to 109.26 against USD and fell against 5 G10s as refuge
demand continued to retreat.

e JPY remains slightly bearish against USD as refuge demand is likely to take a back
seat amid extended recovery in equities and commodities. Upward momentum
continues to improve and we now set sights on a move to circa 110.41 for USDJPY.

AUD

AUD climbed 0.35% to 0.7193 against USD and rallied to beat 8 G10s, lifted by
speculations that the US may lift import tariffs on China.

Maintain a slight bearish view on AUD against USD on technical reasons.
AUDUSD is likely to extend losses after losing 0.7207, and we continue to set sights
on a drop to circa 0.7138. Nonetheless, yesterday'’s rally has diminished AUDUSD’s
bearish bias, and we caution that a close above 0.7197 today will tilt AUDUSD high
going forward.

SGD

e SGD slipped 0.05% to 1.3559 against USD but managed to climb against 6 G10s.

e Maintain aslightly bearish SGD view against USD on technical reasons. USDSGD
continues to shy away from recent lows and with downward momentum receding,
there is more room for further gains. We set sights on a potential advance to 1.3575
—1.3581.
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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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