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Daily Market Highlights
Key Takeaways

us >
» US stocks rallied on Friday on trade optimism as the US and China Eurozone Vv
were seen inching nearer to a deal prior the 1 Mar deadline. Stocks UK L)
benchmarks jumped as the Dow, S&P 500 and NASDAQ each climbed by Japan 7
1.74%, 1.09% and 0.61%. Treasuries fell as risk appetites improved China v
substantially- yield on 10y US government notes rose soared as much as New Zealand 'y
4bps to 2.68% before finishing at 2.66% (+1bps) while the 2Y notes yield
closed 2bps higher at 2.51%. Oil prices benefited tremendously from the .
improved trade sentiments as both benchmark WTI and Brent surged by What'’s Commg Up Next
more than 2% to $55.59/barrel and $66.25/barrel. -
Major Data
> Data were mixed in the US - industrial productions fell by 0.6% MOM in > UK Rightmove House Prices MoM
January due to the sizable drop in vehicles output, New York Empire State > Japan Core Machine Orders MOM
manufacturing index recovered 5pts suggesting a modest growth in the area, > Singapore Non-oil Domestic Exports YOY
imports prices fell by 0.5% as prices of fuels imports continued to fall while
University of Michigan Consumer Index rebounded to 95.5 in February. Major Events
Eurozone exports fell by 0.1% MOM in January while imports were .
unchanged. UK retail sales recovered to surprisingly increase 1.0% as > N
shoppers returned to shop during January sales. Japan industrial
productions fell by 1.9% reflecting entrenched weakness in Daily Supports — Resistances (spot prices)*
manufacturing sector. China PPl and CPI eased further flagging
disinflation risk. S2 S1 Indicative R1 R2 Outlook
EURUSD 1.1276 1.1290 1.1297 1.1312 1.1325 ?
» USD fell against 8 G10s while the DXY erased all early day gains to close GBPUSD  1.2847 1.2891 1.2904 12933  1.2954 2
lmargln.ally lower l?y 0.08% at 96.90, stokg by the sulrpnsed Qecllne in L.JS USDIPY 11016  110.38 110.49 11065  110.85 3
industrial production that overshadowed improved risk sentiments. This,
coupled with the surprised fall in retail sales seen just a day earlier, AUDUSD  0.7103 0.7124 0.7145 0.7168  0.7181 2
EURGBP  0.8729 0.8740 0.8754 0.8766 0.8789 >

heightened growth fear. USD remains bearish in our view. Positive
momentum is dwindling but US market closure and absence of both US and

EU data today could keep it in rangebound mode. Further out, DXY is on USDMYR  4.0700 4.0730 4.0743 4.0765  4.0795 8
track to test 96.47-96.66 in its next move down. EURMYR 45949  4.6000 4.6042 46049  4.6085 2
) o o JPYMYR  3.6800  3.6843 3.6882 3.6926  3.6953 N
e USDMYR climbed further but closed off its high of 4.0920, gaining 0.27% GBPMYR 52461 52537 5 2573 0653 52720 »
to 4.0860 at close on Friday. Expect USDMYR to trade on a slightly ' ' ' ' '
bearish bias as risk appetites returned on rising trade optimism and SGDMYR  3.0017 3.0031 3.0046 3.0056  3.0092 3
renewed softness in the USD. Technically, the pair was however bullish AUDMYR 29033  2.9077 2.9123 29151 29191 2
after having broken 4.0850, hence reinforcing our view that USDMYR will NZDMYR  2.7923 2.7980 2.8003 2.8049  2.8094 2
head towards 4.1060 next.
. ) USDSGD  1.3535 1.3552 1.3561 1.3586 1.3597 h ]
» SGD advanced 0.10% to 1.3566 against a retreating USD but traded
. . . . . . EURSGD  1.5290 1.5313 1.5321 1.5341 1.5357 ?
mixed against the G10s amid return of risk appetite. SGD is expected to
stay bullish against a soft USD. Expect a drop to circa 1.3553 — 1.3561 GBPSGD 17444 1.7467 1.7498 17526 1.7549 N
2

next, below which 1.3520 — 1.3533 will be targeted. AUDSGD  0.9656  0.9673 0.9692 09704  0.9730
* at time of writing
2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss

Last Price Last Price DoD %
KLCI 1,688.83 1 -0.01 -0.10 CRB Index 181.33 1.46 6.79
Dow Jones Ind. 25,883.25 1.74 10.96 WTI oil ($/bbl) 55.59 217 22.42
S&P 500 2,775.60 l 1109 10.72 Brent oil ($/bbl) 66.25 2.60 25.59
FTSE 100 7,236.68 EJ 0.55 7.56 Gold (S/oz) 1,321.55 0.68 8.10
Shanghai 2,682.39 -1.37 7.56 CPO (RM/onne)* 2,119.00 -0.14 8.53
Hang Seng 27,900.84 :‘ -1.87 7.95 Copper ($/tonne) 6,188.00 0.83 3.74
STI 3,239.74 |] -0.41 5.57 Rubber (sen/kg) 408.00 0.62 7.65

Source: Bloomberg
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Macroeconomics

US industrial production fell as vehicles output plummeted: Industrial
productions fell by 0.6% MOM in January (Dec: +0.1%) following a minimal gain in
the previous month. The fall was largely driven by the 0.9% MOM drop in
manufacturing output, reversing December’s 0.8% gain while mining and utilities
output increased by 0.1% and 0.4% respectively. According to the Federal Reserves
which published the figures, the sizable 8.8% MOM drop in motor vehicles and parts
contributed significantly to the fall in output. Output fell across all major market
groups as final products (consumer goods, business equipment), non-industries
supplies and materials all recorded declines offering tentative sign that the that
manufacturing sector is operating under huge pressure from the cooling domestic as
well as foreign demand as a result of the ongoing trade dispute with China.
Meanwhile, the New York Fed Empire State Manufacturing Survey reported a 5pts
increase in the headline general business conditions index to 8.8 in February (Jan:
3.9) indicating a modest growth in business activity in New York State. Separately,
import price index fell for the third consecutive month by 0.5% MOM in January (Dec:
-1.0%), sign that price pressure stayed muted last month. Prices of fuel imports
continued to drop (-3.2% vs -8.6% revised) as global oil prices remained low. Last
but not least, consumer confident rebounded this month according to the preliminary
University of Michigan Consumer Sentiment Index which rose to 95.5 (Jan: 91.2)
reflecting improved sentiments over the end of government shutdown and Fed’s rate
hike pause.

Eurozone exports fell as demand softened globally, imports unchanged:
Eurozone exports fell for the second consecutive month by 0.1% MOM in December
(Nov: -0.9%) while imports were unchanged (Nov: -2.1%) leading to slight narrowing
of the trade surplus to €15.6b (Nov: €15.8b). The fall in exports reflects generally
softer foreign demand for European goods amidst slower global economic growth
worldwide while stagnated imports after the contraction in the previous month also
suggest a rather muted domestic demand, in line with the weaker 0.2% QOQ GDP
growth in the final quarter of 2018.

UK retail sales recovered as shoppers returned for January sales: Retail sales
increased by 1.0% MOM in January (Dec: -0.7% revised) reversing the decline seen
in previous month while on a yearly basis, sales soared by 4.2% YQOY (Dec: +3.1%)
the highest since Dec-16. The superb figure was driven mainly by the superb
performance in textile, clothing and footwear stores which showed a 5.5% YOY
growth as shoppers flocked to purchase discounted clothing in January sales
(clothing prices fell by the most since Aug-16).

Japan industrial output declined in late 2018: Japan industrial production fell
1.9% YOQOY in December (Nov: +1.5%) unrevised from the preliminary reading. The
rebound in November and October turned out to be unsustainable, reflecting
entrenched weakness in the manufacturing industry on the back of weaker demand
from China. The contraction led to a sharp fall in shipment naturally as well as a
buildup in inventories, suggesting that output might continue to ease in the coming
month.

China inflation eased further, raising concerns over dis-inflation: Producer
prices index eked out a 0.1% YQOY gain in January (Dec: +0.9%) marking its seventh
consecutive month of slow down, raising concerns over disinflation and margin
compression at Chinese factories. Weaker PPl means falling revenue and profit for
industrial companies —in fact industrial profits have been easing in recent months.
The muted price pressure also translated into a softer gain in consumer prices as
CPI rose 1.7% YOY in the same month (Dec: +1.9%). Prices of consumer goods
rose a mere 1.3% YOY (Dec: +1.7%) versus a growth of 2.4% YQY in services (Dec:
+2.1%) suggesting waning demand from Chinese consumers.

New Zealand services improved: Services index in New Zealand climbed 3.1ppt
to 56.3 in January (Dec: 53.2 revised), its best in eight months, driven by increases
in sales (+9.2pt), employment (+2.6pt), and new orders (+1.8pt). This shall provide
the much needed support to overall GDP growth in the first quarter of 2019.
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Economic Calendar

Reporting

Date Country Events Period Survey Prior Revised
19/02 us NAHB Housing Market Index Feb 59.0 58.0 --
19/02 Eurozone ZEW Survey Expectations Feb -- -20.9 --
18/02 UK Rightmove House Prices MoM Feb -- 0.4% --
19/02 Average Weekly Earnings 3M/YoY Dec - 3.4% -

ILO Unemployment Rate 3Mths Dec 4.0% 4.0% -

Employment Change 3M/3M Dec -- 141k --
18/02 Japan Core Machine Orders MOM Dec -0.7% 0.0% -
18/02 Singapore  Non-oil Domestic Exports YOY Jan - -8.5% -
19/02 Australia RBA Minutes of Feb. Policy Meeting

Source: Bloomberg
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»Forex

MYR

o USDMYR climbed further but closed off its high of 4.0920, gaining 0.27% to 4.0860
at close on Friday.

e Expect USDMYR to trade on a slightly bearish bias as risk appetites returned on
rising trade optimism and renewed softness in the USD. Technically, the pair was
however bullish after having broken 4.0850, hence reinforcing our view that
USDMYR will head towards 4.1060 next.

usD

e USD fell against 8 G10s while the DXY erased all early day gains to close marginally
lower by 0.08% at 96.90, stoke by the surprised decline in US industrial production
that overshadowed improved risk sentiments. This, coupled with the surprised fall in
retail sales seen just a day earlier, heightened growth fear.

e USD remains bearish in our view. Positive momentum is dwindling but US market
closure and absence of both US and EU data today could keep it in rangebound
mode. Further out, DXY is on track to test 96.47-96.66 in its next move down.

EUR

e EUR brushed off early day losses and eked out a 0.01% gain to 1.1296 against
USD but fell against 6 G10s, as Eurozone data continued to paint a gloomy growth
picture of the euro region and on talks of ECB loan issuances to banks.

e EUR remains bullish on the back of a soft USD. Negative momentum continued
hence setting the stage for EURUSD to move higher. We believe the pair could
recapture above 1.1367 in the coming week(s). Above this, EURUSD will take aim at
1.1413.

GBP

e GBP jumped 0.67%to 1.2889 against USD and turned around to strengthen against
all G10s, boosted by positive UK data and Brexit newsflows on conciliatory remarks
from Irish foreign minister.

e GBP could take a brief respite against a soft USD today amid US market closure
and on spillover of positive vibes on UK-related factors. Looking forward, GBPUSD
remains bearish and on track to test 1.2760, unless it manages to close above 1.2946.

JPY

e JPY also managed a small 0.01% gain against the USD to 110.47 but it fell against
6 G10s on the return of risk appetite to the markets.

e JPY is expected to turn bearish against USD today in the absence of demand for
refuge as risk sentiments improved. USDJPY is still expected to break above 111.01
by next week, provided it does not close below 110.38.

AUD

e AUD climbed 0.49% to 0.7141 against USD and gained against all G10s save for
the sterling on revived risk sentiments in the market on trade talk optimism and better
than expected loan demand in China that soothed growth slowdown concern.

e AUD remains slightly bullish amid a soft USD. Successfully closing above 0.7086
and breaking above 0.7095 has reinforced the bullish trend. We now expect AUDUSD
to head towards 0.7160 next.

SGD

e SGD advanced 0.10% to 1.3566 against a retreating USD but traded mixed against
the G10s amid return of risk appetite.

e SGDis expected to stay bullish against a soft USD. Expect a drop to circa 1.3553
—1.3561 next, below which 1.3520 — 1.3533 will be targeted.
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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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