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Global Markets Research

Daily Market Highlights
Key Takeaways

usS >
» US stocks snapped winning streak to end lower overnight, dragged Eurozone >
down by weak economic data despite a Reuters report that said the US Japan 17

and China have started to lay out commitments in principle on key issues in
current trade dispute. The Dow and S&P500 each lost 0.4% and 0.35%,
while NASDAQ fell 0.39% to end its 8-day run of gains. Bonds rallied
across the curve amidst falling equities - yield on 10Y treasury notes
surged by 5bps to 2.69% while the 2Y notes picked up 3bps to 2.53%.
Elsewhere, European and Asian markets finished mixed. Movement in
crude oil benchmarks diverged- Brent fell 0.21% to $66.94/barrel while WTI
rose slightly by 0.07% to $56.96/barrel. Earlier, Bank Indonesia left its
seven-day reverse repo rate unchanged at 6.0%.

Data were mixed in the US but generally skewed to the downside- the
Philly Fed General Conditions Index fell to -4.1, durable goods orders rose
1.2% MOM but largely on transportations orders, core capital orders fell 0.7%
MOM underscoring weakness in investment. The flash Markit US
manufacturing PMI also ticked down to 53.7 but services PMI strengthened
to 56.2. Initial jobless claims fell by 23k to 216k last week, existing home
sales dropped 1.2% MOM while leading index ticked down by 0.1% MOM.
Data were weak elsewhere as well — manufacturing PMI for Eurozone and

What’s Coming Up Next

Major Data

» Malaysia CPI, Foreign Reserves

»  Eurozone CPI

»  Hong Kong CPI Composite

Major Events

> Nil

Daily Supports — Resistances (spot prices)*

Japan fell below 50.0. Japan underlying inflation picked up to 0.8% YOY S2 s1 Indicative R1 R2 Outlook
but still below BOJ's 2% target. EURUSD 11319  1.1325 11339 11351 11367 2
GBPUSD 1.3012  1.3029 1.3041 1.3047  1.3073 2
USD extended its rebound to beat 9 G10s while the DXY climbed through USDJPY  110.23 110.45 110.66 110.70  110.82 N
US morning to overturn early losses, backed by return of refuge demand AUDUSD 0.7087 0.7100 0.7105 0.7111 0.7131 2
amid soft US data to advance 0.16% to 96.60. USD remains bearish in our EURGBP 08673  0.8688 0.8695 0.8707 08714 N
view as recent string of soft US data is likely to translate into a dimmer view
on the prospects of Fed’s policy tightening. Despite recapturing 96.52, DXY
L . . . . . USDMYR  4.0750 4.0770 4.0800 4.0825 4.0855 2
remains in a minor bearish trend and we continue to set sights on a slide to
96.13 — 96.26 in the next leg lower, unless it manages to beat 96.84 today. EURMYR  4.6207  4.6247 4.6265  4.6282  4.6300 2
JPYMYR 3.6800 3.6838 3.6856 3.6865 3.6887 2
MYR weakened 0.22% to 4.0775 against USD and retreated against 6 GBPMYR  5.3150 5.3176 5.3203 5.3256 5.3294 2
GlO§ sentiment |r‘1 the markets Waned.- Exp‘ect a sl|ghtly be-arls-h MYR SGDMYR  3.0100 3.0117 3.0142 30150  3.0168 >
against USD, weighed down by receding risk appetite heading into the
, . . . AUDMYR  2.8909 2.8958 2.8976 2.9010 2.9031 >
week’s closure, as well as by softer trade sentiment after China’s decision to
ban Australian coal. We continue to note the signs of an imminent rebound NZDMYR 27720 2.7759 2.7786 27805 2.7849 >
higher for USDMYR. Failure to push below 4.0500 is likely to encourage the
bulls and spark a rally back to 4.0920 — 4.0965. USDSGD  1.3517 1.3530 1.3535 1.3540  1.3556 2
EURSGD 1.5330 1.5344 1.5348 1.5353 1.5365 2
GBPSGD 1.7617 1.7640 1.7652 1.7666 1.7682 2
AUDSGD  0.9587 0.9603 0.9617 0.9641 0.9651 2

* 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 1,730.68 |0.26 237 CRB Index 183.41 0.08 8.01
Dow Jones Ind. 25,850.63 El-OAO 10.82 WT] oil ($/bbl) 56.96 0.07 24.97
S&P 500 2,774.88 0.35 10.69 Brent oil ($/bbl) 66.94 -0.21 24.46
FTSE 100 7,167.39 0.85 6.53 Gold (S/oz) 1,323.63 -1.11 8.10
Shanghai 2,751.80 0.34 10.34 CPO (RM/tonne)* 2,080.00 | -1.52 6.53
Hang Seng 28,629.92 0.41 10.77 Copper ($/tonne) 6,405.00 1.36 7.38
STI 3,277.91 0.01 6.82 Rubber (sen/kg) 423.50 -0.35 11.74

Source: Bloomberg
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> Macroeconomics

US Philadelphia Fed
Business Outlook

US Initial Jobless Claims

US Durable Goods Orders

US Cap Goods Orders
Nondef Ex Air
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US Leading Index

US Existing Home Sales
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EU Markit Eurozone
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JP All Industry Activity
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JP Nationwide Dept Sales
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JP Natl CPI Ex Fresh Food
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Source: Bloomberg
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US manufacturing data disappointed, core capital orders slipped
signaling weak investment: Data at the US manufacturing front skewed
to the downside — The Philly Fed General Conditions Index fell to -4.1 in
February (Jan: 17.0), marking its first decline since May-16 as new orders
and shipment fell, indicating a fall in manufacturing activities in the states
of Pennsylvania, Delaware and New Jersey. Durable goods orders rose
1.2% MOM in December 2018 (Nov: +1.0%) but was largely attributed to
the pickup in transportations. Excluding transportations orders, orders
eked out a mere 0.1% MOM gain (Nov: -0.2%). Notably, core capital orders
(measured in the form of non-defense capital orders excluding aircraft)
slipped for the second month by 0.7% MOM (Nov: -1.0% revised)
reaffirming the weaker trend in business investments. The flash Markit US
manufacturing PMI also ticked down to 53.7 in February (Jan: 54.9)
suggesting slower growth in factories activity but the services PMI
strengthened to 56.2 (Jan: 54.2). Initial jobless claims fell by 23k to 216k
for the week ended 16 Feb (previous: 239k) bringing the four-week moving
average to 235.75k (previous: 231.75k). Existing home sales dropped for
the third straight month in January by 1.2% MOM (Dec: -4.0% revised) as
sales of single family units continued to decline amidst muted demand.
Last but not least, the Conference Board leading index slid 0.1% MOM in
January (Dec: 0.0%) following a flat reading in December suggesting a
weak start to the US economy in 2019.

Eurozone manufacturing faltered, services held up: The flash
Eurozone manufacturing PMI fell to a 68-month low of 49.2 in February
(Jan: 50.5), indicating a contraction of the euro area’s manufacturing
sector. Output fell for the first time in Jun-13 while new orders also saw a
solid decline, affirming a substantial lack of demand. Growth in the services
sector meanwhile was holding up as the services PMI rose to 52.3 (Jan:
51.2). Services activity rose at the fastest rise in three months, while new
business also expanded slightly. Hiring continued in both sectors, with the
services sector recording sharper pace of job creation. The latest PMI
readings showed that the Eurozone economy remained close to stagnation
in February, led by weakness in manufacturing as weaker order book were
linked to global trade protectionism worries, Brexit, the downturn of auto
sector as well as increased political uncertainties.

Japan factories activities contracted, retail sector weakened: The
flash Japan Manufacturing PMI fell to a 32-month low of 48.5 in February
(Jan: 50.3), marking the manufacturing sector’s first contraction since Aug-
16. The weaker showing reflected mainly the sharp fall in output and new
orders further supporting view that the recovery in 4Q18 GDP (+0.3%
QOQ) would not be sustainable as the economy faces external headwinds
arising from slower Chinese growth in the first quarter of 2019. Data such
as machine tool orders also came in softer — orders plunged by 18.8% YOY
in January (Dec: -18.3%) driven by falls in both domestic and foreign
demand. The All Industry Index fell by 0.4% MOM in December (Nov: -
0.5% revised) and by 0.3% YOY (Nov: +1.1%). The retail sector started
2019 on weaker footing — sales at supermarkets dropped for the fourth
consecutive month by 3.4% YOY in January (Dec: -0.7%) while sales at
department stores also faltered for the third straight month by 2.9% YOY
(Dec: -0.7%).
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Japan underlying inflation gathered little momentum as price
pressure stayed muted: Headline CPI eked out a mere 0.2% YOY growth
in January (Dec: +0.3%), the slowest rate since October 2017 as prices of
fresh food continued to record a sharp drop (-11.1% vs -9.4%) last month.
The good news was that the core CPI excluding fresh food, the BOJ’s main
gauge of inflation managed to pick up 0.8% YQY in January (Dec: +0.7%),
a tad stronger than previous month’s reading but remained below the
central bank’s target of 2% YOY. BOJ has trimmed its inflation outlook in
its recent January meeting - CPI (less fresh food) was now expected to
pick up by 0.9% YQY (versus 1.4% in October forecast) in the fiscal year
starting April. Despite a long run of muted inflation, it reaffirmed its goal to
ensure inflation to hit its 2% target and intended to keep the extremely low
levels of short and long term interest rates for an extended period of time
amidst uncertainties regarding economic activity as well as prices which

Economic Calendar

Date Country
22/02 Malaysia
25/02 us
22/02 Eurozone
22/02 Hong Kong
25/02 Singapore

Source: Bloomberg

Events

CPI YOY

Foreign Reserves

Chicago Fed Nat Activity Index
Wholesale Inventories MoM
Dallas Fed Manf. Activity

CPI YOY

CPI Composite YOY

CPI YOY

Reporting . .
Period Survey Prior Revised
Jan -0.4% 0.2% -
15 Feb - $102.1b -
Jan -- 0.27 --
Dec F 0.4% 0.3% --
Feb 54 1.0 -
Jan F 1.4% 1.6% 1.6%
Jan 2.6% 2.5% -
Jan 0.6% 0.5% -

3



)§ HonglLeong Bank

EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR

JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR

CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD
Source: Bloomberg
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»Forex

MYR

¢ MYR weakened 0.22% to 4.0775 against USD and retreated against 6 G10s
sentiment in the markets waned.

Expect a slightly bearish MYR against USD, weighed down by receding risk
appetite heading into the week’s closure, as well as by softer trade sentiment after
China’s decision to ban Australian coal. We continue to note the signs of an imminent
rebound higher for USDMYR. Failure to push below 4.0500 is likely to encourage the
bulls and spark a rally back to 4.0920 — 4.0965.

usD

e USD extended its rebound to beat 9 G10s while the DXY climbed through US
morning to overturn early losses, backed by return of refuge demand amid soft US
data to advance 0.16% to 96.60.

e USDremains bearish in our view as recent string of soft US data is likely to translate
into a dimmer view on the prospects of Fed’s policy tightening. Despite recapturing
96.52, DXY remains in a minor bearish trend and we continue to set sights on a slide
t0 96.13 — 96.26 in the next leg lower, unless it manages to beat 96.84 today.

EUR

e EUR dipped 0.02% to 1.1336 on the back of a firm USD but managed to beat 8
G10s.

e Stay bullish on EUR in anticipation of a soft USD, with stronger gains likely if
Eurozone CPI surprises to the upside. Technical outlook continues to point towards
extended EURUSD rebound. EURUSD will target to beat 1.1367 again and a close
above it will set a course for 1.1413 going forward.

GBP

e GBP slipped 0.05% to 1.3043 on the back of a firm USD and climbed against 6
G10s, supported by lingering Brexit optimism.

e Expectaslightly bullish GBP against USD on lingering Brexit optimism. We caution
that current Brexit optimism is likely frail and vulnerable to a quick about turn, which
if true will accelerate GBP downsides. Technical outlook appears positive and there
is room for a climb to circa 1.3081 — 1.3094. Even so, we suspect risk of failure is
likely to increase approaching 1.3094 — 1.3104.

JPY

e JPY strengthened 0.14% to 110.70 against USD and jumped to the top of the G10
list amid the return of refuge demand.

e Maintain a slightly bullish view on JPY in line with our view of a soft USD and
further supported by receding risk appetite. Amid softer upward momentum and
recent rejection near 111.00, we opine that USDJPY’s upside strength is waning and
likely to head lower going forward. Sliding below 110.37 will expose a move to 109.90.

AUD

e AUD slumped against all G10s and plunged 1.02% to 0.7092 against USD,
pressured by China’s decision to ban Australian coal exports.

e We are slightly bullish on AUD against USD for today, anticipating a technical
rebound after yesterday’s slump but gains are likely mild. Technical landscape has
shifted into a bearish bias. While we expect a brief technical rebound, gains are likely
stemmed before 0.7131 before resuming a downward trajectory, aiming for 0.7068.

SGD

e SGD slipped 0.12% to 1.3533 against USD and ended mixed against the G10s.

e Expect a slightly bearish SGD against USD, weighed down by weakened
sentiment regarding trade amid China’s recent ban on Australian coal. Technical
outlook suggests that USDSGD is forming a bullish chart pattern. Unless this is
nullified by a close below 1.3492, USDSGD is likely heading for a break above 1.3614.
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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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