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Global Markets Research

Daily Market Highlights
Key Takeaways

Malaysia >

> US stocks ended mixed overnight as positive corporate earnings helped us >

ease the ongoing concerns over slower global growth as well as the Eurozone v

uncertainties arising from the US-China trade talks and the current US government Japan v

shutdown. Votes on the two dueling bills at the Senate fell short as widely Australia >

expected leaving the shutdown in its 34th day. Adding to the wound was

Commerce Secretary Wilbur Ross’ remark that Washington and Beijing are

"miles and miles" away from a permanent trade agreement, confirming the

lack of progress in negotiations. The Dow was virtually unchanged, whereas the What’s Coming Up Next

S&P500 and NASDAQ were up by 0.1% and 0.7% respectively. Treasuries rose

with the yield on 2y notes ticking down to 2.56% (-2bps) while that of the 10s falling Major Data

to 2.72% (-3bps). Elsewhere, the ECB left key rates unchanged, and said that

the balance of risk have moved to the downside. Eurozone equity generally > Singapore Industrial Production

ended higher while stocks in the U.K. fell, Asian equity mostly rallied. Crude oil
prices were mixed - Brent crude weakened to $61.09/barrel (-0.1%) while WTI
strengthened to 53.13/barrel (+1.0%). BNM held OPR steady at 3.25% and
offered no signs of a move. > Nil

Major Events

> Data were mixed in the US- Markit PMIs indicate still-solid growth but leading
index points to a softer conditions, while initial jobless claims fell below 200k.
Eurozone PMIs dropped to levels nearing 50.0 indicating stalling growth while
Japan manufacturing PMI hit the 50.0 neutral line. Australiaadded more jobs S2 Ss1 Indicative R1 R2 Outlook

than expected and unemployment rate fell to 5.0%. Malaysia CPI rose steadily EURUSD  1.1287 1.1300 11312 11325  1.1350 2
by 0.2% YOY in December.

GBPUSD  1.3072 1.3094 1.3119 1.3130 1.3150 N
» USD rebounded to beat all G10s while the DXY arrested a tumble in US morning USDJPY 109.33 109.48 109.63 109.70 109.90 2
before extending a rally that began in European session, closing 0.5% higher at AUDUSD 0.7050  0.7066 0.7087 0.7100 0.7118 N
96.60 amid weakness in European majors. We turn slightly bearish on USD on EURGBP  0.8600 0.8615 0.8626 0.8637 0.8650 2
technical reasons. DXY is near the end of a bullish trend, as well as approaching
a firm resistance at 96.68, and we suspect some retracement to overnight’s strong
gains. Losses holding above 96.24 still confers a bullish bias, otherwise expect a USDMYR  4.1380 4.1405 4.1460 4.1480  4.1500 2
drop going forward that would pierce below 96.05. EURMYR 4.6850  4.6861 4.6890 4.6921  4.6950 >
JPYMYR 3.7741 3.7800 3.7815 3.7850 3.7890 >
> MYR ki d 0.18% to 4.1455 inst USD and fell inst 6 G10: th
weakene oo against Usb and fell against S on the GBPMYR 54280 54300 54331 54418  5.4450 »
back of softer market sentiment on top of risk aversion heading into BNM OPR
decision. MYR remains slightly bearish against USD as we expect market SGDMYR  3.0424 3.0458 3.0476 3.0485  3.0500 >
sentiment to fade heading into the weekend. A mild upward momentum continues AUDMYR  2.9337 2.9363 2.9374 29392  2.9406 N
to prevail, alongside lingering bullish trend, are both expected to tilt USDMYR NZDMYR  2.7974 2.7996 2.8007 2.8033 2.8076 N
towards the upside. We continue to expect USDMYR to soon challenge 4.1500 —
4.1547.
USDSGD  1.3585 1.3600 1.3606 1.3615 1.3621 2
» SGD weakened 0.16% to 1.3610 against USD but managed to beat 6 G10s. EURSGD  1.5360 1.5378 1.5392 1.5400 1.5420 ?
Continue to expect a slightly bearish SGD against USD in anticipation of an GBPSGD 1.7776 1.7812 1.7832 1.7860 1.7880 a
increase in risk-off sentiment in the markets. We now expect USDSGD to test
AUDSGD  0.9600 0.9622 0.9641 0.9660  0.9685 N

1.3621 going forward. Caution that this level could potential reject USDSGD from

further advances. * 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 1,693.59 0.32 0.18 CRB Index 179.24 0.32 5.56
Dow Jones Ind. 24,553.24 -0.09 5.25 WTI oil ($/bbl) 53.13 0.97 16.67
S&P 500 2,642.33 0.14 5.40 Brent oil ($/bbl) 61.09 -0.08 13.55
FTSE 100 6,818.95 -0.35 1.35 Gold (S/oz) 1,281.21 -0.12 8.10
Shanghai 2,591.69 0.41 3.92 CPO (RM/tonne)* 2,074.00 0.90 6.22
Hang Seng 27,120.98 0.42 4.93 Copper ($/tonne) 5,951.50 0.28 -0.23
STI 3,190.73 0.62 3.97 Rubber (sen/kg) 392.50 0.64 3.56

Source: Bloomberg
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> Macroeconomics
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ECB left rates unchanged, saw weaker near-term growth, citing rising
uncertainties: The ECB left key interest rates unchanged as widely
expected and maintained its accommodative stance on monetary policy -
forward guidance was unchanged as well with interest rates expected to
remain at their present levels at least through the summer of 2019.
Economic assessment however was softer than in the previous statement
as the Governing Council expects near-term growth momentum likely to be
weaker than previously anticipated due to a slowdown in external demand
compounded by some country and sector specific factors. Notably, the risk
surrounding growth outlook have moved to the downside as the ECB
removed its statement on risks being broadly in balance. In the Q&A
session, President Mario Draghi said that the meeting focused mainly on
assessment and not policy. He summarized that the Governing Council
was unanimous with regards to changing the balance of risk for growth
citing three reasons- (1) the increase in general uncertainties namely rising
protectionism and protracted unclear outcome about Brexit, (2) political
development in some countries in the euro area (3) country specific factors
such as the slowdown in China, waning effect of fiscal stimulus in the US
and the car industry in Germany. That said, the central bank was optimistic
that the slowdown in China would not last long as they (the ECB) are
confident in the Chinese government’s measures. Similarly, trade dispute
is expected to wane while, the German car sector is expected to rebound.
However, the weaker soft and hard data are persistent and “not going
away” hence the governing council would need more time for further
assessment. He also added the governing council agreed in unanimity that
the likelihood of a recession is very low.

ECB maintained outlook for inflation: Outlook for inflation remained the
same, the recent fall in headline inflation was due to lower energy prices
and the ECB acknowledged the muted underlying inflation but nonetheless
continued to expect a pick-up in the core measure due to continuation of
economic expansion, strong (albeit slowing down) labour market and
significant increase in wages. It is thus only a matter time before pass-
through of cost happens as profits are squeezed. When asked about
similarly muted inflation in the US, Draghi said that it took the country
several years for inflation to hover around 2% and given that the US is more
advanced in its business cycle (compared to the Eurozone), the process
could thus be the same for the Eurozone in reaching its inflation target.

Eurozone PMlIs indicated stalling growth: The Flash Eurozone
Manufacturing PMI fell to 50.5 in January (Dec: 51.4), only a touch above
the neutral 50.0 threshold while the Flash Services PMI also slid to 50.8
(Dec: 51.2) indicating that the euro area economy edged closer to
stagnation in the start of 2019.

US PMis point to still-solid growth, jobless claims fell to near 50-year
low: The Flash US Manufacturing PMI rose to 54.9 in January (Dec: 53.8)
while the Services PMI ticked slightly lower to 54.2 (Dec: 54.4) suggesting
a still solid rate of expansion of the US economy. The Kansas City Fed
Manufacturing Index however fell by 1pt to 5.0 in January (Dec: 6.0 revised)
as factories in the region experienced another month of sluggish growth.
The Conference Board Leading index however fell by 0.1% MOM in
December (Nov: +0.2%) offering signals that growth in the US is indeed
softening. In contrast, initial jobless claims fell by 13k to 199k for the week
ended 19 January (Dec: 212k revised), the lowest level since November
1969 bringing the four-week moving average to 215k (previous: 220.5k).
The stronger print last week confirms that the labour market has tightened
even further despite signs of a slowing US economy has begun to emerge
in recent months. Firms continue to ramp up hiring and in the process
struggle to locate qualified workers.
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Japan manufacturing PMI fell to neutral level, suggesting stagnation:
The Flash Japan Manufacturing PMI fell to the neutral level of 50.0 in January
(Dec: 52.6) ending the longest expansionary run for over a decade. The latest
print was driven by the decline in output as well as new orders, weighed down
by softer domestic and external demand. This is in line with the recent fall in
exports particularly shipment to China and the rest of Asia. Meanwhile,
separate releases show that leading index fell to 99.1 in November (Oct: 99.3)
while coincident index also dropped to 102.9 (Oct: 103.0) again suggesting
softer conditions in the Japanese economy.

Australia added more jobs than expected, unemployment rate fell: The
Australian economy added 21.6k jobs in December (Nov: +39.0k revised) but
majority of the new jobs created are part-time employment (+24.6k vs +46.3Kk)
as full-time jobs saw further decline (-3.0k vs -7.k). Unemployment rate
meanwhile fell to 5.0%, the lowest level since Jun-11 partly because of the
fall in participation rate (65.6% vs 65.7%). That said, the Australian labour
market ended 2018 on a solid footing and is expected to strengthen further in
2019 alongside rising wage growth. Downside risk to the job market is the
potential impact brought about by the slower growth in China, Australia
largest trading partner.

Malaysia CPI steadied in December; full year inflation at a 9-year low:
Consumer Price Index (CPI) increased at a steady pace of 0.2% YOY in
December as expected, hovering near its lowest since early 2015. Smaller
gains in food and education prices were cushioned by narrower fall in
transport and miscellaneous prices as well as faster increases in alcohol/
tobacco, and restaurants/ hotels prices. The continued soft CPI print
reaffirmed that inflation remains very benign with full year CPI settling in at
only 1.0% YOY in 2018 (2017: +3.7% YOY) despite various policy changes
during the year. No change in our view for CPI to stay on a downward
trajectory in the next few months before bouncing back in 2Q of 2019, barring
any surprised move in global crude oil prices. Even if global crude oil prices
were anticipated to trend higher going forward, its upsides shall be limited by
persistent oversupply and soft global demand, hence keeping inflation in
check at about 1.0% YOY in 2019 — unchanged from 2018.

BNM kept OPR steady, policy tone unchanged: BNM maintained the
Overnight Policy Rate (OPR) at 3.25% as expected, and a close scrutiny on
the policy statement suggests no change in the underlying policy stance. This
shall offer some relieves to the markets who have been expecting the policy
statement to be turning a tad more dovish. BNM also reiterated that the
Malaysian economy will remain on a steady growth path, underpinned by
sustained growth in private sector activities that is expected to offset
weaknesses in public spending. On the external front, BNM highlighted the
case of a softer external sector that closely tracks softer growth in the world
economy. Inflation is expected to trend moderately higher in 2019, from 1.0%
in 2018, remaining very well-contained in the absence of demand-pull
inflationary pressure. Overall inflation trajectory is expected to rise towards
the end of the year but movement in global oil prices will be the key
determinant. Taking cue from the rather neutral statement, we continue to
hold on to our view that BNM will leave OPR unchanged at 3.25% this year,
unless downside growth risks stemming from trade tensions, tightening
financial conditions, political and policy uncertainty materialize.
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Economic Calendar

Date Country Events Repo.rting Survey Prior Revised
Period

28/01 us Chicago Fed Nat Activity Index Dec -- 0.22 --
Dallas Fed Manf. Activity Jan -2.1 -5.1 -
28/01 UK Nationwide House PX MOM Jan 0.2% -0.7% -
28/01 Hong Kong Exports YOY Dec -1.8% -0.8% --
Trade Balance HKD Dec -56.0b -45.0b -
28/01 China Industrial Profits YOY Dec - -1.8% -
25/01 Singapore  Industrial Production YOY Dec 4.0% 7.6% -
25-31/01 Vietnam 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% --

Source: Bloomberg
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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

Last Price

1.1304
1.3066
109.64
0.7094
0.8653

4.1455
4.7036
3.7789
5.4038
3.0451
2.9416
2.8063
4.1615
0.6099
0.5280

1.3610
1.5386
1.7781
0.9655

DoD %
0.68
0.02
0.04
0.67
0.63

0.18
0.10
0.07
0.64
0.04
o35
0.06
0.36
0.00
0.13

0.16
0.52
0.12
0.50

High Low

1.1391
1.3094
109.80
0.7167
0.8725

4.1455
4.7141
3.7899
5.4163
3.0482
2.9621
2.8134
4.1663
0.6101
0.5281

1.3616
1.5478
1.7781
0.9727

»Forex

MYR

e MYR weakened 0.18% to 4.1455 against USD and fell against 6 G10s on the back
of softer market sentiment on top of risk aversion heading into BNM OPR decision.

e MYR remains slightly bearish against USD as we expect market sentiment to fade
heading into the weekend. 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 4.1500 — 4.1547.

usD

e USD rebounded to beat all G10s while the DXY arrested a tumble in US morning
before extending a rally that began in European session, closing 0.5% higher at 96.60
amid weakness in European majors.

e We turn slightly bearish on USD on technical reasons. DXY is near the end of a
bullish trend, as well as approaching a firm resistance at 96.68, and we suspect some
retracement to overnight’s strong gains. Losses holding above 96.24 still confers a
bullish bias, otherwise expect a drop going forward that would pierce below 96.05.

EUR

e EUR weakened 0.68% to 1.1304 against USD and fell against 7 G10s, pressured
by the acknowledgment of downside risks to outlook by ECB President Draghi, which
spurred market expectation that policy normalization may be further delayed.

e We are slightly bullish on EUR against USD today, anticipating some retracement
to relatively sharp losses overnight. We note that EURUSD price action has begun to
shy away from the lower Bollinger, indicating potential loss of downward momentum,
and it is near the end of a bearish trend. There may be a potential rebound soon.

GBP

e GBP advanced against 9 G10s on news of rising support of a new Brexit deal by UK
PM May, but slipped 0.02% to 1.3066 against a firmer USD.

e Maintain a slight bearish view on GBP against USD as we expect current Brexit
optimism to wane in the absence of any solid progress towards a deal. We continue
to note the presence of bearish signs that diminish our confidence of further gains.
Caution on a potential slide back towards 1.2952 in the coming days.

JPY

e JPY remained firm against 8 G10s, supported by relatively soft sentiment in equities
and FX space, but slipped 0.04% to 109.64 against USD.

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. Technical viewpoint has turned more mixed after bullish trend in
USDJPY ended yesterday. We opine that USDJPY is still inclined to the upside given
the balance of positive momentum, with scope to test 110.24 soon.

AUD

e AUD weakened 0.67% to 0.7094 against USD and fell against 7 G10s, pressured
by speculation that the RBA may have to cut rates to support Australia’s continually
soft property segment after the National Bank of Australia raised mortgage rates.

e Stay slightly bearish on AUD against USD as we expect risk aversion in the FX
space to prevail. A bearish trend prevails and downside pressure is likely to build after
losing 0.7100 yesterday. Expect AUDUSD to soon test 0.7066, below which a drop
to 0.7002 will be exposed.

SGD

e SGD weakened 0.16% to 1.3610 against USD but managed to beat 6 G10s.

e Continue to expect a slightly bearish SGD against USD in anticipation of an
increase in risk-off sentiment in the markets. We now expect USDSGD to test 1.3621
going forward. Caution that this level could potential reject USDSGD from further
advances.
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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.

°l


mailto:HLMarkets@hlbb.hongleong.com.my

