)% HonglLeong Bank

April 19, 2019

Global Markets Research

Daily Market Highlights
Key Takeaways

» US stocks finished slightly higher overnight ahead of Easter holiday on EurtJJzSone :))
upbeat US economic data and positive trade headlines, with the industrial UK A
sector leading the gains in the broader S&P500 index to become the major Japan >
winner of the day. US retail sales beat expectations while initial jobless claims )

Australia [

fell further to the lowest level in 50 years, soothing growth concerns. China
Commerce Ministry said that progress has been made in the current US-
China trade talks while US trade representative Robert Lighthizer is said to What'’s Coming Up Next
be travelling to Beijing for next round of high level trade talks. The Dow, S&P
500 and NASDAQ rose 0.42% (+110.0pts), 0.16% (4.58pts) and 0.02%
(+1.98pts). US treasuries yield fell across the curve by 2-3bps on weak

Major Data

Eurozone and Japan manufacturing PMIs - 10Y UST yield slipped 3bps to > US Housing Starts, Building Permits

2.56%. Oil futures strengthened-WTI picked up 0.38% to $64.0/barrel, Brent
crude settled 0.49% higher at $71.97/barrel. Stocks ended mostly higher in
Europe ahead of Easter, supported by positive corporate earnings, while

Major Events
> Nil

majority of Asian benchmarks fell.

» US retail sales staged a major rebound, surging by 1.6% MOM, initial
jobless claims fell to 50y low of 192k. The flash US Markit manufacturing
PMI stayed unchanged at 52.4 in April while the services PMI slipped to 52.9. Daily Supports — Resistances (spot prices)*
Eurozone flash manufacturing PMI stayed below 50.0 mark while services PMI

. . . . S2 S1 Indicative R1 R2 Outlook

also slipped to 52.5. UK retail sales defied expectations to record a

whopping 1.1% MOM growth. Japan headline CPI rose 0.5% YOY, the EURUSD 11170 1.1200 1.1238 1.1265 11300 2
strongest in 4 months, but core CPI saw only a little uptick of 0.8% YOY. GBPUSD  1.2930 1.2980 1.2994 1.3100  1.3150 ”
The flash Nikkei manufacturing PMI for Japan also remained below 50.0, as USDJPY 11140  111.70 111.99 112.30 112.70 2
manufacturing activities continued to contract. Australia job report was AUDUSD 0.7070 0.7120 0.7147 0.7200  0.7230 >
upbeat — a total of 25.7k new jobs were added in March and the labour force EURGBP 08570  0.8600 0.8650 0.8675  0.8700 S
expanded.

» The dollar index closed 0.42% higher at 97.429 driven by better US retail USDMYR  4.1250 4.1300 4.1450 41480  4.1530 2
sales and stronger US equities led by better earnings reports as well as EURMYR  4.6250 4.6550 4.6605 46850  4.6950 2
missed Eurozone PMIs. USD bullishness overnight has slingshot the USD to

o ] 9 ,g JPYMYR  3.6620  3.6800 3.7040 3.7100  3.7200 2
almost 97.49 target. We maintain USD bullishness although in the shorter term
— . GBPMYR  5.3400 5.3750 5.3900 5.4200 5.4400 ?
we may see a pullback towards the 97.20 level before continuing higher.

> SGDMYR  3.0500 3.0550 3.0590 3.0650 3.0700 ?
MYR closed 0.18% weaker at 4.1420 as investors are still concerned over

) ’ o ) AUDMYR 29300  2.9550 2.9650 2.9890  3.0000 >
the potential exclusion of Malaysia in the FTSE-Russell index and over a
NZDMYR  2.7450 2.7680 2.7740 2.7890 2.7980 >

Moody'’s credit negative comment on the government’s Felda rescue package.
MYR has achieved our bearish target of 4.14 and continues to approach

the 4.15 important technical resistance level. Failure to breach this 4.15 level USDSGD  1.3475 1.3510 1.3560 1.3575  1.3600 2

will likely result in consolidation between 4.12-4.15. A close above 4.15 will EURSGD 1.5100 1.5160 1.5237 1.5311 1.5370 2

likely lead to a 4.20 target for now. GBPSGD 17410 17560 17620 17875 17975 2
» SGD closed weaker 0.23% at 1.3559 against USD on broadly stronger USD AUDSGD 0.9600  0.9650 0.9695 0.9750  0.9775 2

against both EMs and DMs. We maintain bearish SGD as a stronger USD

regionally amongst peers may affect overall SGD performance. * at time of writing

2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss

Last Price DoD % YTD % Last Price DoD % YTD %
KLCI 1,619.73 -0.07 |] -4.19 CRB Index 187.13 0.28 10.21
Dow Jones Ind. 26,559.54 0.42 13.86 WTI oil ($/bbl) 64.00 0.38 40.94
S&P 500 2,905.03 0.16 15.88 Brent oil ($/bbl) 71.97 0.49 33.77
FTSE 100 7,459.88 -0.15 10.88 Gold (S/oz) 1,275.82 0.14 -0.52
Shanghai 3,250.20 -0.40 30.33 CPO (RM/tonne)* 2,054.50 1.61 5.22
Hang Seng 29,963.26 -0.54 15.93 Copper ($/tonne) 6,476.00 -1.22 8.57
STI 3,347.58 -0.03 9.09 Rubber (sen/kg) 497.00 -0.60 31.13

Source: Bloomberg
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Macroeconomics

e US retail sales staged a major rebound; initial jobless claims at 50y

US Retail Sales Advance
MOM

US Initial Jobless Claims

US Philadelphia Fed Business
Outlook

US Markit Manufacturing PMI

US Markit Services PMI

US Leading Index

EU Markit Eurozone
Manufacturing PMI

EU Markit Eurozone Services
PMI

UK Retail Sales Inc Auto Fuel
MOM

JP Nikkei Japan
Manufacturing PMI

JP Natl CPI YOY

JP Natl CPI Ex Fresh Food
YOY

AU Employment Change

AU Unemployment Rate

Source: Bloomberg
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low: Retail sales surged 1.6% MOM in March (Feb: -0.2%) following months
of lacklustre reading, offering a major relief that outlook for the consumer
spending may not be as bad as initially perceived. Sales rose across
majority of the categories with motor vehicles and parts (+3.5% vs -0.1%),
furniture, gasoline, food and beverages and electronics playing a substantial
role in lifting the overall headline figure. Excluding auto, sales also posted a
solid 1.2% MOM growth (Feb: -0.2%). The job market seems to have
tightened further as initial jobless claims fell by 5k to 192k for the week
ended 13 April (Previous: +197k revised), a 50-year low. The preliminary
reading of Markit manufacturing PMI stayed unchanged at 52.4 in April
(Mar: 52.4), suggesting that manufacturing activities remained rather slower
compared to late 2018. The services PMI slipped to 52.9 (Mar: 55.3), the
lowest since Mar-17 signaling that services sector growth eased in April.
The Philadelphia Fed General Business Outlook Index slid to 8.5 in April
9Mar: 13.7), pointing to slower activity in the Philadelphia Fed’s district. Last
but not least, the Conference Board leading index rose to 0.4% MOM in
March (Feb: 0.1% revised) on better jobless claims and improved consumer
expectations.

Flash Eurozone PMI readings point to slower Eurozone economy: The
Flash Eurozone manufacturing PMI rose slightly to 47.8 in April (Mar: 47.5),
its third month residing below the 50.0 mark, suggesting that Euro area
manufacturing activities continued to contract this month. Meanwhile, the
flash reading for the services sector fell to 52.5 (Mar: 53.3) indicating a
slower pace of expansion of the sector, thus offering signals that the
Eurozone economy began the second quarter on a softer note.

UK retail sales defied expectations: UK headline retail sales defied
expectations to increase a whopping 1.1% MOM in March (Feb: +0.6%
revised), marking its third consecutive month of increase. Adding to the
upbeat figure was also the concurrent upward revision to February’s sales
number from 0.4% to 0.6% MOM. Excluding auto fuels, retail sales also
ticked up by 1.2% MOM (Feb: +0.4%). The positive data came as a surprise
considering the fact that analysts had been expecting retail sales to fall
earlier, and was a welcoming sign, suggesting that the higher wage growth
is feeding into UK consumer demand despite uncertain political climate.

Japan CPI fastest in four-month; manufacturing PMI below 50:
Headline CPI rose 0.5% YOY in March (Feb: +0.2%), the strongest since
November last year lifted mainly by higher energy prices and the slower
pace of decline in fresh food prices. Core CPI, which excludes fresh food,
the BOJ’s preferred gauge of inflation also ticked up slightly to 0.8% YOY
(Feb: +0.7%) but still below the central bank’s 2% target, confirming the
ongoing lack of price pressure in the Japanese economy. Meanwhile, the
preliminary reading of Japan Nikkei Manufacturing PMI rose to 49.5 in April
(Mar: 49.2), marking its third running month below the 50.0 neutral
threshold, pointing to continuous contraction in Japan’s manufacturing
activities.

Australia job market stayed robust despite broader economic
slowdown: Australia added 25.7k jobs in March (Feb: +10.7k), again
surpassing consensus estimate. The upbeat reading was also accompanied
by a substantial upward revision to February’s number from 4.6k to 10.7k.
Unemployment rate rose to 5.0% (Feb: 4.9%) as the labour force expanded
given that participation rate increased to 65.7% (Feb: 65.6%). Overall job
report confirmed the robust state of the Australian job market despite a
generally slower broader economy, a prevailing trend across developed
countries namely the US, UK, Eurozone and Japan where the labour
markets continued to tighten amidst softer growth outlook and inflation.
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Economic Calendar

Date Country Events Repo_rting Survey Prior Revised
Period

22/04 Malaysia Foreign Reserves Apr-15 - $103.0b -

19/04 us Housing Starts MOM Mar 5.4% -8.7% -
Building Permits MOM Mar 0.7% -1.6% -2.0%

22/04 Chicago Fed Nat Activity Index Mar 2.55 -0.29 -
Existing Home Sales MOM Mar -3.8% 11.8% -

22/04 Japan Convenience Store Sales YOY Mar - - 2.00%

Source: Bloomberg
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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

1.1230
1.2991
111.97
0.7151
0.8647

4.1420
4.6606
3.7071
5.4012
3.0615
2.9716
2.7822
4.1034
0.6186
0.5288

1.3559
1.5227
1.7615
0.9696

Source: Bloomberg

1.1304
1.3053
112.07
0.7199
0.8668

4.1495
4.6862
3.7122
5.4107
3.0644
2.9816
2.7879
4.1076
0.6198
0.5290

1.3565
1.5297
1.7664
0.9736

1.1226
1.2979
111.77
0.7137
0.8635

4.1350
4.6586
3.6892
5.3891
3.0557
2.9652
2.7796
4.0900
0.6185
0.5269

1.3523
1.5226
1.7605
0.9681

(28
1.8p
2.0p
148

v

0.2§L
'y
%
250
O.S:ﬂ
1.6=f5
0.15
28
2.2§L

ok

2

o
0.91

> Forex

MYR

e MYR closed 0.18% weaker at 4.1420 as investors are still concerned over the
potential exclusion of Malaysia in the FTSE-Russell index and over a Moody’s
credit negative comment on the government’s Felda rescue package.

e MYR has achieved our bearish target of 4.14 and continues to approach the
4.15 important technical resistance level. Failure to breach this 4.15 level will likely
result in consolidation between 4.12-4.15. A close above 4.15 will likely lead to a
4.20 target for now.

usD

e The Dollar index closed 0.42% higher at 97.429 driven by better US retail sales
and stronger US equities led by better earnings reports as well as missed
Eurozone PMis.

e USD bullishness overnight has slingshot the USD to almost 97.49 target. We
maintain USD bullishness although in the shorter term we may see a pullback
towards the 97.20 level before continuing higher.

EUR

e EUR closed 0.58% lower at 1.1230 against USD as Eurozone PMIs missed
estimates as well as a broadly stronger USD against the majors.

e We continue to maintain EUR bullishness as EUR closing lower has likely
washed out short term weak longs and positioning is likely cleaner from here
which will result in a cleaner move higher for EUR once risk appetite returns.

GBP

e GBP closed 0.40% lower to 1.2991 against the USD as the USD gained against
peers on better retail sales data and poorer risk sentiment in the Eurozone.

e We continue to maintain bullish GBPUSD over the medium term on Brexit
developments but short term direction may be influenced by headlines from
external events.

JPY

e JPY strengthened 0.08% to 111.97 as it grapples with a higher US equity market
vs overall poorer risk sentiment in EMs and in the Eurozone.

e We maintain bearish JPY although it seems as though momentum has
somewhat waned as we lack push/pull factors ahead of Easter.

AUD

e AUD closed 0.39% weaker against the USD at 0.7151 on broader USD gain
and the effect of upbeat Chinese GDP fading.

e We continue to remain neutral on AUD as price action suggests further
consolidation in between 0.71-0.72.

SGD

e SGD closed weaker 0.23% at 1.3559 against USD on broadly stronger USD
against both EMs and DMs.

e We maintain bearish SGD as a stronger USD regionally amongst peers may
affect overall SGD performance.
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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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