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Global Markets Research

Daily Market Highlights
Key Takeaways

us >

» US stocks managed to close higher overnight after choppy trading on Eurozone A
positive earnings from IBM and Procter & Gamble but concerns over UK v
government shut down, trade war and slower global growth lingered. The Japan v
Dow, S&P500 and NASDAQ eked out gains of 0.1-0.7% after falling at early Singapore ()]

trading hours. Treasuries were little changed with the yield on 10y notes
staying at 2.74%. Oil prices retreated slightly — Brent crude fell by 0.6% to
$61.14/barrel while WTI lost 0.1% to $51.62/barrel. The US government
shutdown has now entered its 33rd day, the Senate’s Thursday votes on
dueling bills are unlikely to end the shutdown, but the votes are seen as a sign
of progress to resolve the current impasse. Investors will be paying attention
to more earnings results and ECB President Draghi’s press conference tonight.

What’s Coming Up Next

Major Data

>  Malaysia CPI

» US Initial Jobless Claims, Markit Manufacturing & Services PMIs,
Leading Index

»  Eurozone Markit Manufacturing & Services PMIs

> In the US, the Richmond Fed Manufacturing Index rose to -2.0 in January > Japan Nikkei Manufacturing PMI, Leading and Coincident Index
indicting that manufacturing growth remained weak in the Fifth District. > Australia Job Report
Mortgage applications fell by 2.7% last week after two straight weeks of Major Events
impressive gains while house prices grew steadily by 0.4% MOM in November. »  BNM MPC meeting
In Europe, Eurozone consumer confidence index improved slightly while UK » ECB MPC meeting
manufacturing sentiments deteriorated generally. Release in Asia was limited
to Singapore headline CPI which rose by 0.5% YQOY in December while the
core measure also rebounded to a 1.9% YOY growth. S2 s1 Indicative R1 R2 Outlook
EURUSD  1.1367 1.1377 1.1386 1.1406 1.1418 3
» USD retreated against 9 G10s while the DXY tumbled in US morning, closing GBPUSD  1.3030 1.3050 1.3081 1.3100 1.3120 N
0.19% lower at 96.12, pressured by protracted US government shutdown and USDJPY  109.20  109.40 109.58 109.87  110.00 2
a speculated resolution that involves raising the government borrowing limit, AUDUSD 07116 07131 0.7148 07171 0.7196 N
thereby eroding creditworthiness. Stay bullish on USD in anticipation of risk
EURGBP  0.8685 0.8693 0.8701 0.8711 0.8725 a

aversion in European FX space that supports refuge demand. Minor bullish
trend suggests DXY is likely to beat 96.33 today, before heading slightly higher

still thereafter. Failure to do so will tilt DXY to the downside and set a course USDMYR  4.1265  4.1290 4.1340 4.1360  4.1380 ”

for a break below 96.05, and head for 95.66. EURMYR  4.6997 4.7031 4.7076 47141  4.7213 ?

JPYMYR 3.7660 3.7700 3.7712 3.7741 3.7765 3

» MYR weakened 0.15% to 4.1380 against USD and fell against all G10s on GBPMYR  5.4013 5.4066 5.4134 54165  5.4200 .
the back of softer market sentiment following concerns of global slowdown.

MYR remains slightly bearish against USD as we expect market sentiment SGDMYR  3.0407 3.0430 3.0458 3.0485  3.0500 >

to fade. A mild upward momentum continues to prevail, alongside lingering AUDMYR  2.9500  2.9528 2.9592 29613  2.9640 2

bullish trend, are both expected to tilt USDMYR towards the upside. We NZDMYR  2.8014  2.8076 2.8095 2.8118  2.8166 >

continue to expect USDMYR to soon challenge 4.1385 — 4.1400.

USDSGD  1.3565 1.3575 1.3581 1.3605 1.3621 2
» SGDinched 0.08% firmer to 1.3588 against USD but slipped against 8 G10s.
We turn slightly bearish on SGD against USD in anticipation of an increase EURSGD 15432 15452 1.5463 15472 1.5482 ¥
in risk-off sentiment in the markets. Current bullish trend dictates that USDSGD GBPSGD 17726 17741 L7770 17785 1.7900 3
closes above 1.3587 today, and head higher to test 1.3621 going forward. AUDSGD  0.9700  0.9710 0.9713 0.9725  0.9733 N
Failure to close above 1.3587 will alter the current technical landscape, * at time of writing
possibly tilt USDSGD lower. 2 = above 0.1% gain; W = above 0.1% loss; = = less than 0.1% gain / loss
Last Price DoD % YTD % Name Last Price DoD % YTD %
KLCI 1688.14 [ 082 [ -0.14 CRB Index 178.66 -0.19 5.22
Dow Jones Ind. 24 575.62 0.70 5.35 WT| oil ($/bbl) 52.62 0.10 15.44
S&P 500 2,638.70 0.22 5.26 Brent oil ($/bbl) 61.14 -0.59 13.64
FTSE 100 6,842.88 [ -0.85 1.71 Gold (Sloz) 1,282.72 -0.19 810
Shanghai 2,581.00 0.05 3.49 CPO (RM/onne)* 2,055.50 0.51 5.28
Hang Seng 27,008.20 0.01 4.50 Copper ($/tonne) 5,935.00 I -0.77 -0.50
ST 317111 [ -068 3.34 Rubber (sen/kg) 392.50 -0.13 3.56

Source: Bloomberg
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> Macroeconomics

US MBA Mortgage
Applications

US FHFA House Price
Index MOM

US Richmond Fed
Manufacturing Index

EU Consumer Confidence

UK CBI Trends Total
Orders

JP All Industry Activity
Index MOM

JP Nationwide Dept Sales
YOY

JP Machine Tool Orders
YOY

JP BOJ Policy Balance
Rate

SG CPIYOY
SG CPI Core YOY

Source: Bloomberg
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BOJ left monetary policy unchanged, trimmed inflation outlook: In its
first monetary policy meeting this year, the BOJ left its monetary policy
unchanged as widely expected- keeping the policy balance rate at -0.1%
and maintaining the purchase of Japanese Government Bonds (JGBs) so
that yield on 10y JGB remain at around 0%. The central bank reaffirmed its
goal to ensure the CPI ex fresh food to hit its 2% and said that it intended
to keep the extremely low levels of short and long term interest rates for an
extended period of time citing uncertainties regarding economic activity and
prices including the effects of upcoming October’s consumption tax hikes.
Economic projections were revised as well - the economy is now expected
to grow by 0.9% YOY in 2019 (versus 0.8% YOY in October forecast),
inflation outlook was trimmed with CPI (less food) expected to pick up by
0.9% YOY (versus 1.4% in October forecast). There are also plenty of data
releases in Japan —the All Industry Index fell 0.3% YOY in November (Oct:
+2.1%) due to the decline in industrial productions as well as tertiary
industry i.e. services sector activities. Nationwide department store sales
dropped for the second consecutive month by 0.7% YOY in December
(Nov: -0.6%) as sales of clothing, household goods and food continued to
fall. Machine tools order, a gauge of orders placed with Japanese
manufacturers dipped 18.3% YOY in December’s final reading reflecting
softer domestic and foreign demand and partly because of unfavorable
base effect.

US Richmond Fed Manufacturing Index indicated weak growth: The
latest Fifth District Survey of Manufacturing Activity suggests that growth in
the region’s factories activities remained weak as the headline composite
manufacturing index climbed by 6pts to -2 in January (Dec: -8). The index
for volume of orders saw further decline indicating falling demand while the
index for shipment inched higher but remained in the negative territory.
Employment and wage growth continued to increase but firms struggled to
find qualified workers. That said, firms generally remained optimistic that
conditions will improve in coming months.

US mortgage applications fell, house prices grew steadily: Mortgage
applications resumed declined after two consecutive weeks of impressive
gains, falling by 2.7% for the week ended 18 Jan (previous: +13.5%). Both
purchases and refinancing segments dropped, mortgages rates rose
generally with the average rate for a 30y fixed rate loan inching slightly
upward to 4.75% (previous: 4.74%). The same rate was 4.36% a year ago.
Meanwhile, the Federal Housing Finance Agency reported that house
prices in the US increased steadily by 0.4% MOM in November (Oct:
+0.4%), beating an earlier forecast of 0.3% YOY.

Eurozone consumer confidence saw slight improvement: The flash
estimate of the European Commission consumer confidence index (DG
ECFIN index) picked up slightly by 0.4pts to -7.9 in January (Dec: -8.3
revised) and was above its long run average of -11.3.

U.K. manufacturing sentiments weakened amidst Brexit
uncertainties: The CBI’s latest survey of 326 manufacturing firms in the
U.K. suggests weakening sentiments in the manufacturing industry as the
index for business optimism fell sharply to -23 in January (Dec: -16).
Outlook for trade deteriorated as well with the indicator for export prospects
for the year ahead declining at the fastest pace since Jan-09. New total for
the next three months are expected to remain flat at -1.0 (Dec: 8.0). CBI
said that the sector is “clearly feeling the pinch” of Brexit uncertainties as
worsening business sentiments coincide with reluctance to increase capital
spending. The last quarter was said to be a challenging one for the sector
who are bracing for Brexit and uncertainty has “sadly” become the norm,
holding growth and investment.
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e Singapore inflation rebounded in December: Singapore headline CPI
picked up to 0.5% YOY in December (Nov: +0.3%) after registering a
slower print in the previous month. The stronger showing reflects the faster
rise in prices of clothing & footwear, housing & utilities, household durables
& services as well as recreation & culture. Meanwhile, cost of transport
continued to decline albeit at a slower pace in December (-2.6% vs -2.8%).
Core CPI also rebounded to 1.9% YOY (Nov: +1.7%) suggesting that the
buildup in price pressure resumed in the economy. Looking ahead, the
Monetary Authority of Singapore (MAS) and Ministry of Trade and Industry
(MTI) said that core inflation is expected to fall within the range of 1.5-2.5%
in 2019 while headline CPI to increase up to 1-2%.

Economic Calendar

Date Country
24/01 Malaysia
24/01 us
25/01
24/01 Eurozone
24/01 Japan
25/01 Singapore
24/01 Australia
25-31/01 Vietham

Source: Bloomberg

Events Repo.rting Survey Prior Revised
Period
CPI'YOY Dec 0.3% 0.2% --
BNM Overnight Policy Rate Jan-24 3.25% 3.25% --
Initial Jobless Claims Jan-19 218k 213k -
Markit US Manufacturing PMI Jan P 53.5 53.8 -
Markit US Services PMI Jan P 54.0 54.4 -
Leading Index Dec -0.1% 0.2% --
Kansas City Fed Manf. Activity Jan 3.0 3.0 -
Durable Goods Orders Dec P 1.7% - -
Cap Goods Orders Nondef Ex Air Dec P 0.0% -- --
New Home Sales MOM Dec 5.5% - -
Markit Eurozone Manufacturing PMI Jan P 51.4 514 -
Markit Eurozone Services PMI Jan P 51.5 51.2 --
ECB Main Refinancing Rate Jan-24 0.0% 0.0% -
Nikkei Japan PMI Mfg Jan P - 52.6 -
Leading Index ClI Nov F -- 99.3 --
Coincident Index Nov F - 103.0 -
Industrial Production YOY Dec 4.0% 7.6% -
Employment Change Dec 18.0k 37.0k --
Unemployment Rate Dec 5.1% 5.1% --
Participation Rate Dec 65.7% 65.7% -
Industrial Production YOY Jan - 11.4% -
Retail Sales YTD YOY Jan - 11.7% -
Exports YTD YOY Jan -- 13.8% --
Trade Balance Jan - -$200m -
CPI YOY Jan - 2.98% --
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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

e MYR weakened 0.15% to 4.1380 against USD and fell against all G10s on the back
of softer market sentiment following concerns of global slowdown.

e MYRremains slightly bearish against USD as we expect market sentiment to fade.
A mild upward momentum continues to prevail, alongside lingering bullish trend, are
both expected to tilt USDMYR towards the upside. We continue to expect USDMYR
to soon challenge 4.1385 — 4.1400.

usD

e USD retreated against 9 G10s while the DXY tumbled in US morning, closing 0.19%
lower at 96.12, pressured by protracted US government shutdown and a speculated
resolution that involves raising the government borrowing limit, thereby eroding
creditworthiness.

e Stay bullish on USD in anticipation of risk aversion in European FX space that
supports refuge demand. Minor bullish trend suggests DXY is likely to beat 96.33
today, before heading slightly higher still thereafter. Failure to do so will tilt DXY to the
downside and set a course for a break below 96.05, and head for 95.66.

EUR

EUR climbed 0.18% to 1.1381 against a weak USD but remained lower against 5
G10s on soft buying interest ahead of ECB policy decision.

Continue to hold a bearish view on EUR against USD as risk aversion is likely to
rise heading into ECB meeting, on top of receding expectation on ECB to normalize
policy given a softer global outlook. EURUSD has overturned its bearish trend but
caution that it will easily be revived should there be a close below 1.1363 today. Even
if bearish trend no longer holds, EURUSD momentum remains in negative territory
and expectation of a sustained advance remains soft at this juncture.

GBP

GBP stayed at the top of the G10 list for a second day and jumped 0.89% to 1.3069
against a weak USD as possibility of a no-deal Brexit diminishes.

GBP is now slightly bearish against USD in our view as we expect current Brexit
optimism to wane in the absence of any solid progress towards a deal. Even though
GBPUSD strongly broke above 1.3000, presence of bearish signs diminish our
confidence that further gains can be achieved. We therefore caution on potential to
slide back towards 1.2952 in the coming days.e

JPY

e JPY weakened 0.21% to 109.60 against USD and fell against all G10s as refuge
demand receded in line with firmer risk appetite in equities and FX space.

e JPY remains slightly bearish against USD; if refuge demand increases, it is likely
to be in favour of the greenback, while retreat in refuge demand will impact JPY to
the downside. Technically, USDJPY remains in a bullish trend and we expect a break
above 109.78, failing which current bullish trend will end.

AUD

e AUD rose 0.25% to 0.7142 against a weak USD and climbed against 6 G10s
following firmer risk appetite in equities.

e AUD is now slightly bearish against USD in our view as we expect risk aversion in
the FX space to prevail. A bearish trend prevails and while AUDUSD may still continue
the bounce higher from yesterday, it should close below 0.7168 before heading lower
and break below 0.7124. A close above 0.7168 will alter current bearish outlook.

SGD

e SGD inched 0.08% firmer to 1.3588 against USD but slipped against 8 G10s.

e We turn slightly bearish on SGD against USD in anticipation of an increase in risk-
off sentiment in the markets. Current bullish trend dictates that USDSGD closes
above 1.3587 today, and head higher to test 1.3621 going forward. Failure to close
above 1.3587 will alter the current technical landscape, possibly tilt USDSGD lower.
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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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