)% HonglLeong Bank

April 25, 2019

Global Markets Research

Daily Market Highlights
Key Takeaways
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» US stocks slipped overnight after benchmarks S&P 500 and NASDAQ Us v
closed at record highs in the previous session as investors turned

cautious ahead of major firms’ earnings from Microsoft, Facebook, Intel Japan‘ >

Australia Vv

and Amazon. The energy sector was the top loser of the day on falling oil
prices. Global bonds yield fell after the German IFO Business Climax
Index slipped for the second month as growth concerns sent investors
scampering to government bonds. 10Y German bund lost 5.3bps. US
treasuries yield fell across the curve by 4 to 5bps on solid auctions as well as What’s Coming Up Next
lower global yields. 10Y UST yield fell 5bps to 2.52%. Adding insult to injury
was Bank of Canada dovish tilt in trimming 2019 growth forecast by
0.5ppt to 1.2%, dropping the case for a rate hike while do not rule out
chances of a cut. Benchmark WTI fell 0.62% to $65.89/barrel after EIA
reported rising crude inventories, Brent crude picked up slightly by 0.08% to
$74.57/barrel. Markets will be watching out for today’s BOJ monetary Major Events

policy statement. » BOJ Monetary Policy Decision

Major Data
»  US Initial Jobless Claims, Durable Goods Orders, Kansas City
Fed Manufacturing Activity

» US mortgage applications continue to fall for the third straight week by 7.3%
on rising borrowing cost last week. Japan economic indexes offered mixed
signs on growth. All Industry Activity Index fell 0.2% MOM in February while in

Daily Supports — Resistances (spot prices)*

contrast, the leading index rose to 97.1 in the same month. Australia headline S2 S1 Indicative R1 R2 Outlook
CPI picked up by a mere 1.3% YQY in the first quarter while the RBA EURUSD 1.1100 1.1120 1.1155 1.1200 1.1220 N
trimmed mean CPI also softened to 1.6% YQOY leading markets to bring GBPUSD  1.2800 1.2850 1.2907 1.2950  1.3000

forward expectations of an RBA rate cut to its upcoming 7 May meeting. The
probability of a 25bps cut to the cash rate jumped from pre-data 11.9% to
53.8% as of writing. Malaysia CPI bounced back to positive reading at 0.2%
YOY as expected after two months of declines.

N
USDJPY 111.40 111.70 112.16 112.30 112.70 ?
AUDUSD  0.6950 0.7000 0.7017 0.7060  0.7100 >
EURGBP  0.8570 0.8600 0.8644 0.8675  0.8700 N

» The Dollar index closed 0.48% higher at 98.057 a new YTD high led by USDMYR  4.1250  4.1300 4.1380 4.1400  4.1450 >
EUR, CAD and AUD on global economy health concerns. We maintain USD EURMYR 4.6000 4.6100 4.6160 46280  4.6400 a
bullishness as investor focus continues to zoom into world economy health IJPYMYR  3.6620 3.6800 3.6900 37100  3.7200 a
which is starting to slip based on expectations according to recent data

GBPMYR  5.2800 5.3100 5.3400 5.3700 5.4000 b
weakness.
SGDMYR  3.0275 3.0325 3.0375 3.0450 3.0500 b

> MYR closed flat at 4.1285 against the greenback amidst broad USD strength. AUDMYR  2.8800  2.8900 2.9030 29150  2.9250 3
MYR continues to consolidate between the 4.12-4.15 immediate range with NZDMYR 27100  2.7200 2.7300 2.7400  2.7500 N
a slight upside bias thanks to broad USD strength. However, since the bulk of
USD demand due to hedging has already passed post FTSE-Russell, the USDSGD  1.3520  1.3560 13625 13655  1.3700 2
move hereon would likely be slow and gradual.

EURSGD 1.5100 1.5160 1.5200 1.5311 1.5370 3

» SGD closed weaker by 0.36% at 1.3619 against USD on a broadly stronger GBPSGD  1.7410  1.7560 1.7585 1.7875 17975 >
USD. We maintain bearish SGD as investor focus is now on global economy AUDSGD  0.9450  0.9500 0.9560 0.9650  0.9700 3
health which isn’t perceived to be doing as well as expected, hence exerting

* at time of writing
& Elre i e 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 1,638.01 0.65 |] -3.11 CRB Index 186.49 -0.58 9.83

Dow Jones Ind. 26,597.05 -0.22 14.02 WTI oil ($/bbl) 65.89 -0.62 44.99

S&P 500 2,927.25 -0.22 16.77 Brent oil ($/bbl) 74.57 0.08 38.61

FTSE 100 7,471.75 -0.68 11.05 Gold (S/oz) 1,275.76 0.26 -0.61

Shanghai 3,201.61 0.09 28.38 CPO (RM/tonne) 2,031.50 -1.31 4.05

Hang Seng 29,805.83 -0.53 15.32 Copper ($/tonne) 6,448.00 0.64 8.10

STI 3,362.43 0.27 9.57 Rubber (sen/kg) 488.00 -0.31 28.76

Source: Bloomberg
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» Macroeconomics
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US mortgages demand fell as borrowing cost increased: Mortgage
applications continue to fall for the third straight week by 7.3% for the
week ended 19 April (previous: -3.5%) following the outsized gain in late
March, largely on rising borrowing cost across the board. For instance,
the average rate of a fixed-rate 30Y loan rose to 4.46% (previous: 4.44%)
compared to 4.36% in late March. The refinancing segment which is
particularly sensitive to interest rates plunged 11.0% (previous -8.2%)
while applications to purchase a new home also slipped 4.1% (previous:
+0.9%).

Japan economic indexes offered mixed signs on growth: The All
Industry Activity Index fell 0.2% MOM in February (Jan: 0.0%) as the
rebound in industrial production was offset by the fall in tertiary industry
activity and the slower growth pace of the construction sector. YOY, the
index slowed to increase 0.4% (Jan: +1.1%), suggesting slower growth in
general. In contrast, the separately released leading index rose to 97.1 in
the same month (Jan: 96.3) while the coincident index also ticked up to
100.4 (Jan: 99.6), pointing to a pickup in Japanese growth in February.

Australia CPI disappointed, markets now expect RBA to cut rate in
May: Headline CPI picked up by a mere 1.3% YQY in the first quarter
(4Q: +1.8%) driven by a broad-based slowdown across all price
categories while the RBA trimmed mean CPI, a measure of core inflation
also softened to 1.6% YOY (4Q: +1.8%), reaffirming the severe lack of
price pressure in an already slower economic backdrop. The Aussie dollar
plunged immediately after the data release and markets shifted forward
expectations of an RBA rate cut to its upcoming 7 May meeting within a
span of hours (the probability of a 25bps cut to the cash rate jumped from
pre-data 11.9% to 53.8% as of writing).

Malaysia CPI back to positive reading as expected: Consumer Price
Index (CPI) bounced back to positive reading as expected after two
months of declines, albeit increasing at a softer than expected pace of
0.2% YOY in March (Feb: -0.4% YOY). The rebound was mainly driven
by smaller contraction in transport prices (-3.0% vs -6.8% YOY) as well
as slightly quicker gain in food prices (+1.1% vs +1.0% YQY). This,
coupled with steady price gains in other major categories, should
completely brush off deflation chatters although there are certainly no
signs of runaway inflation. Excluding most volatile items of fresh food and
administered prices of goods and services, core CPI picked up for the 2nd
consecutive month, to 0.5% YOY in March (Feb: +0.3% YOY). This
marked its fastest increase in four months but it remained way below its
historical norm of 2.0-3.0%. Based on the softer than expected spike in
March CPI, we foresee downside risks to our full year CPI forecast of
1.0% YQY for 2019 although this could be mitigated should global oil
prices continue to improve. That said, the biggest wild card lies in the
government’s plan to introduce the new petrol subsidy system to the
targeted B40 group, and if the ceiling prices on RON95 and diesel will
remain. Movement in global crude oil prices would also play a key role as
the base effect could significantly swing CPI readings on a YOY basis.
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Economic Calendar

Reporting

Date Country Events Period Survey Prior Revised
25/04 us Initial Jobless Claims Apr-20 200k 192k --
Durable Goods Orders Mar P 0.8% -1.6% -
Cap Goods Orders Nondef Ex Air Mar P 0.2% -0.1% -
Kansas City Fed Manf. Activity Apr 8.0 10.0 -
26/04 GDP Annualized QOQ 1QA 2.2% 2.2% -
U. of Mich. Sentiment Apr F 97.0 96.9 -
26/04 UK CBI Trends Total Orders Apr 2.0 1.0 --
25/04 Japan BOJ Policy Balance Rate Apr-25 -0.1% -0.1% -
26/04 Jobless Rate Mar 2.4% 2.3% -
Job-To-Applicant Ratio Mar 1.63 1.63
Industrial Production YOY Mar P -3.8% -1.1% -
Retail Sales YOY Mar P 0.8% 0.4% 0.6%
Housing Starts YOY Mar 5.2% 4.2% -
Construction Orders YOY Mar - -3.4% -
26/04 Singapore Industrial Production YOY Mar -4.6% 0.7% --
26/04 Ze’\:Iaa\?;\d ANZ Consumer Confidence Index Apr -- 121.8 --
Trade Balance NZD Mar 131m 12m -
Exports NZD Mar 5.30b 4.82b -

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

Last Price
1.1155
1.2902
112.19
0.7015
0.8644

4.1285
4.6302
3.6925
5.3405
3.0394
2.9103
2.7369
4.0568
0.6148
0.5266

1.3619
1.5193
1.7571
0.9554

Source: Bloomberg

DoD %

High
1.1228
1.2963
112.40
0.7103
0.8681

4.1345
4.6370
3.6983
5.3485
3.0461
2.9330
2.7499
4.0588
0.6151
0.5273

1.3630
1.5250
1.7630
0.9643

Low
1.1141
1.2888
111.68
0.7004
0.8631

4.1265
4.6254
3.6885
5.3359
3.0380
2.9052
2.7338
4.0452
0.6142
0.5263

1.3566
1.5183
1.7550
0.9546

YTD %

»Forex

MYR

e MYR closed flat at 4.1285 against the greenback amidst broad USD
strength.

¢ MYR continues to consolidate between the 4.12-4.15 immediate range
with a slight upside bias thanks to broad USD strength. However, since the
bulk of USD demand due to hedging has already passed post FTSE-Russell,
the move hereon would likely be slow and gradual.

usD

e The Dollar index closed 0.48% higher at 98.057 a new YTD high led by
EUR, CAD and AUD on global economy health concerns.

e We maintain USD bullishness as investor focus continues to zoom into
world economy health which is starting to slip based on expectations
according to recent data weakness.

EUR

e EUR closed 0.64% lower at 1.1155 against USD on broad USD strength
led by strong US equities and a poorer German IFO business climate
reading.

e We turn bearish on EUR as we have broken through YTD support levels
and the overall climate continues to support USD strength which isn't likely
to change anytime soon based on recent economic data.

GBP

o GBP closed 0.28% lower at 1.2902 in line with broad USD strength.

e We maintain bullish GBP over the medium term due to Brexit, but in the
shorter term, signals now point towards 1.28 as we have achieved the 1.29
target.

JPY

e JPY closed 0.30% weaker at 112.19 on a broadly stronger USD.

e We maintain bearish JPY as the move higher in line with stronger USD may
have some more room to play out given the stretch of inactivity from the pair.

AUD

e AUD closed 1.23% lower against the USD at 0.7015 led by missed CPI
numbers.

¢ We continue to remain neutral on AUD. The huge price action in AUD is
the likely result of position clearing by investors based on RBA interest rate
expectations. YTD low of 0.7000 is the level to watch for further cues if the
pair heads lower or go back up.

SGD

e SGD closed weaker by 0.36% at 1.3619 against USD on a broadly stronger
USsD.

e We maintain bearish SGD as investor focus is now on global economy
health which isn’t perceived to be doing as well as expected, hence exerting
a drag on SGD.
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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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