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Global Markets Research

Daily Market Highlights
Key Takeaways

Malaysia >
» US stocks closed higher on Friday after Thursday’s loss, again driven by Eurozone 7
ongoing trade optimism after Chinese and US negotiators extended talks Hong Kong v

beyond initial schedules over to the weekend in Washington in a race to strike a
deal prior to the 1-Mar deadline. Treasuries rallied as investors weighed trade
talks and Fed Vice Chair Richard Clarida’s remarks that the central bank
was reviewing how it conducted monetary policy —10Y treasuries notes yield What’s Comin g Up Next
slipped by 4bps to 2.65%, 2Y notes fell 4bps to 2.49%. Oil prices strengthened
- WTI rose 0.53% to $57.26/barrel while Brent went up slightly higher by 0.07%
to $67.12/barrel. European stocks finished higher earlier while Asian equities
were mixed in general. News came in this morning that President Trump has »  US Chicago Fed Nat Activity Index, Wholesale Inventories, Dallas

Major Data

announced that he will extend the 1-Mar deadline to increase tariffs on Fed Manf. Activity
Chinese goods, citing substantial progress, which shall augur well with »  Singapore CPI
risk appetite in Asian trading. Major Events

> Nil

» Inflation data reaffirmed tepid price pressure worldwide - Euro area HICP

inflation rate eased to 1.4% YOY in January mainly on lower energy cost while

underlying inflation strengthened to 1.1% YOY. Hong Kong CPI softened as

well to 2.4% YQOY in the same month due to sharp fall in utilities prices. Malaysia

meanwhile slipped into transitory deflation as headline CPI declined by

0.7% YQY in January led by lower cost of transport. We stick to our view of a

negative CPI in 1Q19, before the index bounced back to a small positive S2 s1 Indicative R1 R2 Outlook
EURUSD  1.1330 1.1342 1.1346 1.1357 1.1367 2

printin 2Q followed by quicker pick-up in 2H.
GBPUSD  1.3026 1.3047 1.3067 1.3076 1.3095

2
» USD weakened against 9 G10s while the DXY fell through US session to close USDJPY  110.69  110.77 110.84 110.91  111.00 2
0.1% lower at 96.50, weighed down by recent soft US data as well as rising AUDUSD  0.7139 0.7151 0.7159 0.7165  0.7175 2
optimism in US-China trade talk. Expect a bearish USD amid signs of progress EURGBP 08671 0.8677 0.8683 0.8693  0.8705 N
in US-China trade talks that reduces refuge demand. Losing 96.52 last Friday
has tilted DXY to the downside again. We continue to set sights on a slide to

96.13 — 96.26, below which 96.00 will be targeted. USDMYR  4.0600 4.0620 4.0640 4.0670  4.0700

N

EURMYR  4.6055 4.6109 4.6120 4.6150 4.6193 2

» MYR closed unchanged at 4.0775 against USD last Friday after overturning JPYMYR  3.6600  3.6649 3.6675 3.6675  3.6737 3
early losses as the greenback lost steam but slipped against 5 G10s. MYR is GBPMYR 5.3060 5.3100 53117 53144 53185 2
bullish against USD, buoyed by improved market sentiment following signs of SGDMYR >
progress in US-China trade talks. Technical outlook paints a different picture »

2

3.0067 3.0089 3.0106 3.0117  3.0146
AUDMYR  2.9029 2.9055 2.9097 2.9107 2.9154
NZDMYR  2.7889 2.7900 2.7938 2.7942  2.7974

however. Price-momentum divergence has emerged while a bullish reversal
pattern lingers, both hinting that USDMYR could be heading higher ahead.

» SGD advanced 0.16% to 1.3511 against USD and climbed against 6 G10s. USDSGD  1.3474 1.3492 1.3497 1.3510 1.3530 3
SGD is now bullish against a weakened USD from improvement in risk EURSGD 15291  1.5300 15312 15320 1.5344 2
appetite following signs 91‘ prog.ress in Us-China trade talks. Technical ogtlogk GBPSGD 17600 17617 17636 17659 L7677 2
suggests that USDSGD is forming a bullish chart pattern. USDSGD remains in
a bearish trend and could still slide lower, possibly to circa 1.3475, but in the AUDSGD  0.9628 0.9646 0.9663 0.9681  0.9698 2
longer run, a bullish chart pattern continues to prevail, suggesting a potential * at time of writing
rebound to circa 1.3614. 2 = above 0.1% gain; N = above 0.1% loss; = = less than 0.1% gain / loss

Last Price Last Price DoD %
KLCI 1,721.42 El -0.54 1.82 CRB Index 184.06 0.35 8.40
Dow Jones Ind. 26,031.81 0.70 11.59 WTI oil ($/bbl) 57.26 0.53 25.77
S&P 500 2,792.67 0.64 11.40 Brent oil ($/bbl) 67.12 0.07 24.74
FTSE 100 7,178.60 0.16 6.70 Gold (S/oz) 1,329.40 0.44 8.10
Shanghai 2,804.23 1.91 12.44 CPO (RM/tonne)* 2,068.50 -0.55 5.94
Hang Seng 28,816.30 0.65 11.49 Copper ($/tonne) 6,478.00 1.54 8.60
STI 3,269.90 |] -0.24 6.55 Rubber (sen/kg) 426.50 1.07 12.53

Source: Bloomberg
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Source: Bloomberg
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» Macroeconomics

I

Headline CPI eased but underlying inflation gained traction in
Eurozone: The headline HICP inflation rate for the euro area eased to
1.4% YQY in January (Dec: +1.5% revised) following a downward revision
to December’s number, marking its slowest gain in 10 months. The weaker
print was driven mainly by the softer increase in prices of energy (+2.75 vs
+5.5% revised) as global oil prices remained low in the first month of 2019.
Price gains in other categories either held steady or strengthened — food,
alcohol and tobacco rose steadily (+1.8%), non-energy industrial goods
ticked higher (+0.3% vs +0.2% revised) while prices of services surged
(+1.6% vs +1.3%), contributing to the pickup in underlying inflation — the
HICP rate excluding food, alcohol and tobacco recorded a faster gain of
1.1% YQY (Dec: +0.9% revised). Higher underlying CPI was a welcoming
sign that price pressure was regaining traction in a currently muted inflation
environment, where the recent rise of labour cost in the Eurozone hasn’t
quite been passed through to consumer prices.

Hong Kong inflation eased further in January: The Composite CPI
index rose 2.4% YOY in January (Dec: +2.5%) as it continued to ease from
the elevated levels of 2.6-2.7% in the Sep-Nov period. Gains in prices of
food and housing as well as transport were offset by a sharp fall in cost of
utilities (-4.6% vs +3.8%). Prices of clothing & footwear rebounded while
that of durable goods and communications continued to decline. Cost of
housing continued again saw faster rate of growth compared to five months
ago due to the one-off upward adjustment in public rent in September last
year. Underlying CPI came in a tad stronger at 3.0% YOY (Dec: +2.9%)
suggesting a minor buildup in inflationary pressure in the economy.

Malaysia slipped into transitory deflation in January: Consumer Price
Index (CPI) slipped and fell 0.7% YOY in January (Dec: +0.2% YOY),
pulled down by the bigger decline in transport costs as well as extended
declines in the prices of clothing/footwear, healthcare, communication,
recreation, and miscellaneous goods and services. On the contrary, food
prices rose at a faster pace of 1.0% YOY in January (Dec: +0.7%),
cushioning the decline in transport prices. Prices of other key categories in
the CPI basket meanwhile remained relatively steady and muted, offering
no change to the underlying subdued inflationary outlook. The negative
print, its first since Nov-09, did not come as a surprise taking cue from the
lower global crude oil prices which translated into a 8-12% YOY fall in retail
petrol pump prices in January (Dec: 2-3% YOY decline). Excluding most
volatile items of fresh food and administered prices of goods and services,
core CPI softened further increasing a mere 0.2% YOY in January (Dec:
+0.4%), remaining very well-contained reaffirming muted inflationary
pressure in the Malaysian economy. Today’s CPI print reaffirmed our view
that transport prices under the ultimate influence of global crude oil prices,
in addition to the base effect of zerorization of GST in June last year, will
be the key influences of CPI trajectory this year. We continue to hold on to
our view of a negative CPI reading in 1Q19, before bouncing back to a
small positive print in 2Q followed by quicker pick-up in 2H of the year. This
shall keep our full year 2019 CPI forecast of 1.0% intact.

Malaysia foreign reserves posted increase: The international reserves
of Bank Negara Malaysia rose to $102.3b as at 15 February 2019 (end-
Jan: $102.1b). The reserves position is sufficient to finance 7.3 months of
retained imports and is 1.0 time total short-term external debt.
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Economic Calendar

Date Country Events Repohrting Survey Prior Revised
Period

25/02 us Chicago Fed Nat Activity Index Jan 0.15 0.27 -
Wholesale Inventories MOM Dec F 0.3% 0.3% -
Dallas Fed Manf. Activity Feb 4.9 1.0 -

26/02 Housing Starts MOM Dec -0.4% 3.2% -
Building Permits MOM Dec -2.6% 5.0% 4.5%
FHFA House Price Index MOM Dec 0.4% 0.4% -
S&P CoreLogic CS 20-City YoY NSA Dec 4.5% 4.68% --
Richmond Fed Manufact. Index Feb 4 -2 -
Conf. Board Consumer Confidence Feb 124.0 120.2 -

26/02 Hong Kong Exports YOY Jan -2.8% -5.8% --
Trade Balance HKD Jan -31.0b -51.2b -

25/02 Singapore  CPI YOY Jan 0.6% 0.5% --

26/02 Industrial Production YOY Jan -3.1% 2.7% --

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
1.1335
1.3053
110.69
0.7129
0.8681

4.0775
4.6237
3.6807
5.3143
3.0150
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2.7715
4.0760
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DoD %
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High Low YTD %
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»Forex

MYR

MYR closed unchanged at 4.0775 against USD last Friday after overturning early
losses as the greenback lost steam but slipped against 5 G10s.

MYR is bullish against USD, buoyed by improved market sentiment following signs
of progress in US-China trade talks. Technical outlook paints a different picture
however. Price-momentum divergence has emerged while a bullish reversal pattern
lingers, both hinting that USDMYR could be heading higher going forward. We
continue to caution that 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 weakened against 9 G10s while the DXY fell through US session to close 0.1%
lower at 96.50, weighed down by recent soft US data as well as rising optimism in
US-China trade talk.

e Expect a bearish USD amid signs of progress in US-China trade talks that reduce
demand for refuge. Losing 96.52 last Friday has tilted DXY to the downside again.
We continue to set sights on a slide to 96.13 — 96.26 in the next leg lower, below
which 96.00 will be targeted.

EUR

EUR dipped 0.01% lower to 1.1335 against USD and fell against all G10s amid a
lack of buying interest.

Stay bullish on EUR in anticipation of a soft USD and amid improvement in market
sentiment regarding trade. Despite recent losses, technical outlook continues to point
towards a bullish EURUSD. Expect EURUSD to beat 1.1367 again and a close above
it will set a course for 1.1413 going forward. A close below 1.1341 today will end the
current bullish outlook.

GBP

e GBP inched 0.08% higher to 1.3053 against USD after rebounding from intraday
low on sustained Brexit optimism but slipped against 5 G10s.

« Expect aslightly 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 is still positive and there is
room for GBPUSD to 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 inched 0.01% firmer to 110.69 against USD but retreated against 7 G10s as
risk appetite sustained in the markets.

e We turn slightly bearish on JPY against USD as risk appetite in the markets
improve. A bullish trend prevails and USDJPY is likely taking aim at breaking above
110 going forward. But even so, we reckon that risk of rejection is likely to increase
approaching the 111.13 — 111.37 range.

AUD

e AUD jumped 0.52% to 0.7129 against USD and rallied to beat 7 G10s amid
continued improvement in risk appetite in the markets.

e We are slightly bullish on AUD against USD for today, supported by improving risk
appetite in the markets. Technical viewpoint suggest that unless AUDUSD manages
to close above 0.7165 today, it remains in a bearish trend that is likely to see it slide
below 0.7092 going forward. Beating 0.7165 today opens a path towards 0.7229.

SGD

e SGD advanced 0.16% to 1.3511 against USD and climbed against 6 G10s.

e SGD is now bullish against a weakened USD from improvement in risk appetite
following signs of progress in US-China trade talks. Technical outlook suggests that
USDSGD is forming a bullish chart pattern. USDSGD remains in a bearish trend and
could still slide lower, possibly to circa 1.3475, but in the longer run, a bullish chart
pattern continues to prevail, suggesting a potential rebound to circa 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.

°


mailto:HLMarkets@hlbb.hongleong.com.my

