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Global Markets Research
Daily Market Highlights

Key Takeaways . .
y y Overnight Economic Data

e US stocks staged a strong comeback that led its main indexes to notch nearly

Malaysia

4-4.5% gain overnight as investors reacted to US lawmakers’ bipartisan us A
agreement to pass an $8b emergency funding bill to combat Covid-19 Eurozone A
outbreak in the US. This came alongside a narrowing Democratic UK A
presidential race that saw former Vice President Joe Biden surging to Japan ¥
become the front runner as the party’s nominee. Equities rose in Europe China ¥
but was mixed in Asia on growting optimism that governments and central Australia v
banks worldwide are introducing fiscal packages and reinforcing easier monetary
policies to fight Covid-19-related economic fallout. The latest being the Bank of
Canada (BOC)’s decision to cut its overnight lending rate by 50bps to
1.25%, citing Covid-19 as a “negative material shock” to the Canadian outlook What's Coming Up Next
and “monetary and fiscal authorities (worldwide) are responding”. The move
matched the Fed'’s larger-than-usual 50 basis points emergency cut yesterday. Major Data
Treasuries yields recovered by 1-9bps of which 10Y UST yields rose to
1.05%. Gold price fell slightly (-0.2%) to $1636.93/ounce. > US Initial Jobless Claim, Factory Orders

e USindicators remain healthy with ADP private payrolls recording a better than Major Events

expected 183k gains.This was alongside the super upbeat ISM non-
manufacturing index at one-year high of 57.3, mainly because the impact of
Covid-19 wasn’t yet showing up given a much later wider outbreak there.
Similarly, Eurozone and UK Services PMIs reflected the same. In the highly
affected part of Asia, Japan PMI unsurprisingly dropped below 50.0 on
battered tourism sector while China Caixin PMI slumped to its record low. Daily Supports — Resistances (spot prices)*
Australia recorded smaller trade surplus; Malaysia exports resumed a mild

> Nil

contraction, paving way for a drastic drop in Feb as virus impact weighed. sz si Indicativer Rl Rz Outlook
EURUSD 1.1046 1.1096 1.1139 1.1213 1.1277 >
e The US dollar was in a consolidative stance on Wednesday. A mixed GBPUSD 1.2726  1.2830 1.2872 12927  1.3000 2
rforman in inst th ro and th n it rever: inst th
perfo la ce saw gains against the euro and the ye buF it reversed against the USDIPY  106.52 107.09 107.68 10850  109.62 >
Australian dollar and the pound. Overall, DXY partially rebounded back
towards Monday levels, last at 97.336. We are bearish-to-neutral on the AUDUSD  0.6500 0.6550 0.6629 0.6686  0.6723 2
dollar on Thursday. We anticipate some range moves against currencies with EURGBP  0.8497  0.8584 0.8653 0.8740  0.8861 3
stretched positions in the immediate term (such as the EUR and JPY). However, USDSGD 1.3773  1.3800 1.3846 1.3900 1.3942 N
the dollar may well weaken slightly against currencies at their lows (GBP and
AUD). USDMYR 41600  4.1700 41775 41900  4.2000 N
. . . EURMYR  4.6306 4.6384 4.6514 4.6625 4.6806 N
o USDMYR deep-dived on Wednesday, closing 0.65% lower at 4.1790, making
. . . JPYMYR  3.8600 3.8756 3.8828 3.9000 3.9139 >
its largest single-day drop in two years after the Federal Reserve abruptly cut rate
by 50bps the night before. We are neutral to slightly bearish on the pair over GBPMYR  5.3450 5.3619 5.3772 54000  5.4268 >
USD’s short-term loss in momentum while the widening USD and MYR interest ~ SGDMYR  3.0047  3.0115 3.0159 3.0213  3.0270 >
rate differentials should keep MYR supported in the short term. We maintain our AUDMYR 2.7508  2.7570 2.7643 27720  2.7780 >
view that downside to the pair is limited as global markets is still expected to be NZDMYR 2.6100 2.6188 2.6260 2.6400 2.6450 >
largely risk-off on the back of growing Covid-19 uncertainties, thus likely restricting
the pair within 4.1700-4.1900 towards the end of the week, awaiting further Covid- . at time of writing
19 development. 2 = above 0.1% gain; N = above 0.1% loss; = = less than 0.1% gain / loss
Last Price Name Last Price DoD % YTD %

KLCI 1,489.95 0.76 CRB Index 164.67 016 [ ®-11.37
Dow Jones Ind. 27,090.86 453 WTI oil ($/bbl) 46.78 -0.85 [ -23.39
S&P 500 3,130.12 4.22 Brent oil ($/bbl) 51.13 f-1.41 -22.53
FTSE 100 6,815.59 1.45 Gold (S/oz) 1,636.93 -0.24 i 18.01
Shanghai 3,011.67 0.63 CPO (RM/ionne) 2,378.00 -0.71 [E-21.40
Hang Seng 26,222.07 | -0.24 Copper ($/tonne) 5,666.50 -0.59 I] -8.22
STI 3,025.03 0.18 6.14 Rubber (sen/kg) 45350 -0.55 0.22

Source: Bloomberg
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US MBA Mortgage
Applications

US ADP Employment
Change

US Markit US Services
PMI

US ISM Non-
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EU Markit Eurozone
Services PMI

EU Retail Sales MoM

UK Markit/CIPS UK
Services PMI

JP Jibun Bank Japan
PMI Services

CN Caixin China PMI
Services

AU Trade Balance

Source: Bloomberg

For  Actual

Jan -1.5%

Feb-28 15.1%

Feb 183k
Feb F 494
Feb 57.3
Feb F 52.6
Jan 0.6%
Feb F 53.2
Feb F 468
Feb 26.5

Jan A$5210m

Last

2.7%

1.5%

209k
(revised)

53.4

55.5

52.5

-1.1%
(revised)

53.9

51.0

51.8

A$5376m
(revised)

170k

494

54.9

52.8

0.6%

53.3

48.0

A$4,800m

>

Macroeconomics

US private sector added 183k jobs: The US private sector added 183k
jobs in February (Jan: +209k revised) according to the ADP National
Employment Report. The number topped consensus estimate of 170k and
reaffirms the solid state of US labour market. This was also accompanied by
a downward 82k revision to January reading. Feb’s job gains came primarily
from the services sector (+172k) and partially from construction (+18k) while
manufacturing continued to report job losses.

US ISM non-manufacturing PMI beat estimate prior to Covid-19 impact;
Markit Services PMI slumped into contraction: The ISM non-
manufacturing index recorded an upbeat 57.3 reading in February (Jan:
55.3), beating consensus estimate of 54.8 again showcasing the resilience
and strength of the services sector that is supported by a firm job market.
Feb print was the index highest in one year and was led by higher new
orders, employment and new exports order; output continued to gain albeit
at slower pace. While business sentiments appeared to be favourable,
surveyed firms began to flag worries over the Covid-19 outbreak in China
and its related economic fallout. It's worth noting that the impact of Covid-19
wasn't fully reflected in Feb reading and there is possibility of sharp reversal
in March. In fact the Feb Markit US Services PMI registered its first
contraction in four years at 49.4 (Jan: 53.4) on the back of slower overseas
demand that led to fall in exports sales.

Fed Beige Book points to modest and moderate growth: Fed second
Beige Book of 2020 reported modest to moderate expansion of economic
activity, supported by consumer spending. Covid-19 outbreak was said to
have caused flat growth in tourism as well as some supply chain delays in
certain districts. Employment increased but hiring was still constrained by a
tight labour market. Prices increased modestly as well.

US mortgage refinancing jumped on lower rates: Mortgage applications
surged 15.1% WOW last week (previous +1.5%) led by gains in refinancing
(+26%) as current homeowners took advantage of the low interest rates
(thanks to lower treasury yields) to refinance their homes.

Eurozone services PMI yet to reflect Covid-19 impact: The Eurozone
Markit PMI rose a little to 52.6 in February (Jan: 52.5) to mark continuous
expansion of Eurozone services sector. We suspect that the impact of
Covid-19 spread again was not reflected in the latest reading given that the
outbreak in the region only happened much later and foresee downside risk
to March print given that the bloc’s largest economies ltaly, Germany and
France were hit with the highest number of cases in the region. On a
separate note, retail sales rose 0.6% MOM in January (Dec: -1.1% revised)
thanks to higher sales of food, drink & tobacco, fuel, medical goods and
electric goods.

UK services activity supported by post Brexit demand: The Markit
Services PMI for UK slipped to 53.2 in February (Jan: 53.9) to mark a softer
gain in services business activity. Nonetheless, growth was supported by
rebounding consumer demand following December’s general election and
Britain’s ensuing withdrawal from the European Union.

Japan services sector struggled on slowing tourism: Japan Markit
Services PMI fell to 46.8 in February (Jan: 51.0), after a rebound in January
to signal a renewed contraction in the services sector activity. The survey
reported that the spread of Covid-19 has “squeezed new business” due to
falling inbound tourist arrivals and has weighed business optimism to near
four-year low.

2]



)§ HonglLeong Bank

e China Caixin contracted for the first time: The Caixin China Services PMI
dipped to 26.5 in February (Jan: 51.8) to mark its first contraction (below 50)
ever, indicating a sharp drop in business activity across the services sector.
The downturn was driven mainly by the Covid-19 outbreak as firms faced
extended closures after the Lunar New Year celebration and travel
restriction.

o Australia registered smaller trade surplus: Australia recorded a slightly
smaller trade surplus of A$5.21b in January (Dec: A$5.38b revised) as both
exports and imports fell at a similar magnitude at the start of the year. Exports
dropped 2.8% MOM after a modest 1.2% gain while imports also registered
2.8% decline versus 2.2% growth prior. Exports to China plunged 18.1%
MOM following a seasonal surge in December. This was similar to the sharp
fall in shipments to Korea (-22.7%) and Japan (-8.9%).

Malaysia Jan exports resumed contraction; expect drastic drop in Feb:
Exports started the year on a weak note following a surprise gain in
December, dragged down by lower exports of Electrical & Electronics (E&E),
energy commodities, timber/timber-based products and also natural rubber.
The 1.5% YOY decline in January (Feb: +2.7%) was slightly better than
consensus estimate but below ours, mainly because the impact of Covid-19
outbreak was not yet reflected fully in January reading, thus paving way for
a potentially drastic drop in February exports. Imports meanwhile dropped
2.4% YOY (Dec: +1.0%) after a brief December rebound due to the
contraction in capital goods (-15.0%) and consumption goods (-1.0%) while
intermediate goods picked up 3.7% YQOY. Against a backdrop of heightening
uncertainties surrounding Covid-19 outbreak which is still at its evolving
stage, particularly outside of China, we see a dismal growth outlook ahead
in 2020. This was reaffirmed by poor PMI readings, attributing to supply
chain disruption and slowing tourism sector worldwide. We are maintaining
our projection for further 1-2% contraction in Malaysia full-year exports, and
full-year real GDP growth at 4.0% this year. As mentioned before, we are
mindful that this forecast is susceptible to downward revision should
situation deteriorate either on the home front or abroad.
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Economic Calendar

Date Time Country Event R%%?irggg Survey Actual Prior Revised
02/03 08:30 Malaysia Markit Malaysia PMI Mfg Feb - 48.5 48.8 --
03/03 15:00 BNM Overnight Policy Rate Mar-03 2.5% 2.5% 2.75% --
04/03 12:00 Exports YoY Jan -1.6% -1.5% 2.7% --
12:00 Imports YoY Jan -1.4% -2.4% 0.9% 1.0%
06/03  15:00 Foreign Reserves Feb-28 -- -- $104.3b --
02/03 22:45 us Markit US Manufacturing PMI Feb F 50.8 50.7 51.9 -
23:00 Construction Spending MoM Jan 0.6% 1.8% -0.2% -0.2%
23:00 ISM Manufacturing Feb 50.5 50.1 50.9 --
04/03  20:00 MBA Mortgage Applications Feb-28 - 15.1% 1.5% --
21:15 ADP Employment Change Feb 170k 183k 291k 209k
22:45 Markit US Services PMI Feb F 49.4 49.4 53.4 --
23:00 ISM Non-Manufacturing Index Feb 54.9 57.3 55.5 -
05/03 03:00 U.S. Federal Reserve Releases Beige Book
21:30 Initial Jobless Claims Feb-29 215k - 219k -
23:00 Factory Orders Jan -0.1% -- 1.8% --
23:00 Durable Goods Orders Jan F -0.2% - -0.2% -
23:00 Cap Goods Orders Nondef Ex Air Jan F - - 1.1% -
06/03 21:30 Trade Balance Jan -$46.1b - -$48.9b -
21:30 Change in Nonfarm Payrolls Feb 175k -- 225k --
21:30 Unemployment Rate Feb 3.6% -- 3.6% --
21:30 Average Hourly Earnings YoY Feb 3.0% - 3.1% -
21:30 Labor Force Participation Rate Feb 63.4% - 63.4% -
23:00 Wholesale Inventories MoM Jan F -0.2% - -0.2% -
02/03 17:00 Eurozone  Markit Eurozone Manufacturing PMI Feb F 49.1 49.2 47.9 --
03/03 18:00 CPI Estimate YoY Feb 1.2% 1.2% 1.4% -
18:00 PPI YoY Jan -0.4% -0.5% -0.7% -0.6%
18:00 Unemployment Rate Jan 7.4% 7.4% 7.4% --
04/03 17:00 Markit Eurozone Services PMI Feb F 52.8 52.6 52.5 -
18:00 Retail Sales MoM Jan 0.6% 0.6% -1.6% -1.1%
02/03 17:30 UK Markit UK PMI Manufacturing SA Feb F 51.9 51.7 51.9 -
04/03 17:30 Markit/CIPS UK Services PMI Feb F 53.3 53.2 53.9 -
02/03 07:50 Japan Capital Spending YoY 4Q -2.5% -3.5% 7.1% --
07:50 Company Profits YoY 40 - -4.6% -5.3% -
08:30 Jibun Bank Japan PMI Mfg Feb F - 47.8 47.6 -
04/03 08:30 Jibun Bank Japan PMI Services Feb F - 46.8 51.0 --
06/03 07:30 Household Spending YoY Jan -4.0% -- -4.8% --
07:30 Labour Cash Earnings YoY Jan 0.2% - 0.0% -
06/03 13:00 Leading Index CI Jan P 91.1 -- 91.6 --
02/03 16:30 Hong Kong Retail Sales Value YoY Jan -20.5% -21.4% -19.4% -
04/03 08:30 Markit Hong Kong PMI Feb - 33.1 46.8 --
02/03 09:45 China Caixin China PMI Mfg Feb 46.0 40.3 51.1 --
04/03 09:45 Caixin China PMI Services Feb 48.0 26.5 51.8 -
07/03 NA Exports YoY Feb -17.5% - - -
NA Imports YoY Feb -15.0% -- -- --
03/03 21:00 Singapore Purchasing Managers Index Feb 49.5 48.7 50.3 --
04/03 08:30 Markit Singapore PMI Feb - 47.0 51.4 --
02/03 05:30 Australia AiG Perf of Mfg Index Feb - 44.3 45.4 --
03/03 11:30 RBA Cash Rate Target Mar-03 0.63% 0.5% 0.75% --
04/03 08:30 GDP SA QoQ 4Q 0.4% 0.5% 0.4% 0.6%
05/03 08:30 Trade Balance Jan A$4800m A$5210m  A$5223m  A$5376
06/03  05:30 AiG Perf of Services Index Feb - -- 47.4 --
08:30 Retail Sales MoM Jan 0.0% - -0.5% -
02/03  08:30 Vietnam Markit Vietnam PMI Mfg Feb -- 49.0 50.6 --

Source: Bloomberg
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Last Price DoD%  High YTD % >FO|’€X

EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP
USDSGD

USDMYR
EURMYR
JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR
CNYMYR
HKDMYR

0.5379

Source: Bloomberg

1.1187
1.2873
107.69
0.6628
0.8745
1.3898

4.1950
4.7016
3.9139
5.3927
3.0322
2.7720
2.6394
4.4011
0.6039
0.5413

MYR

o USDMYR deep-dived on Wednesday, closing 0.65% lower at 4.1790, making its
largest single-day drop in two years after the Federal Reserve abruptly cut rate by
50bps the night before.

e We are neutral to slightly bearish on the pair over USD’s short-term loss in
momentum while the widening USD and MYR interest rate differentials should keep
MYR supported in the short term. We maintain our view that downside to the pair is
limited as global markets is still expected to be largely risk-off on the back of growing
Covid-19 uncertainties, thus likely restricting the pair within 4.1700-4.1900 towards
the end of the week, awaiting further Covid-19 development. Medium term
USD/MYR outlook remains bullish as EM currencies are vulnerable amid growing
risk aversion but we are mindful of the possibility of further Fed’s rate cut should the
Covid-19 spread go out of hand in the US. While we expect more BNM OPR cut on
the local front, the move is likely not immiment after a total of 50bps cut in January
and March.

usD

e The US dollar was in a consolidative stance on Wednesday. A mixed performance
saw gains against the euro and the yen but it reversed against the Australian dollar
and the pound. Overall, DXY partially rebounded back towards Monday levels,
last at 97.336.

« We are bearish-to-neutral on the dollar on Thursday. We anticipate some range
moves against currencies with stretched positions in the immediate term (such as
the EUR and JPY). However, the dollar may well weaken slightly against currencies
at their lows (GBP and AUD). We are now neutral on the 1-month outlook. Global
government and central bank support is likely to cushion fears from the Covid-19
outbreak. Resilient US fundamentals will also likely support against sustained dollar
weaknesses.

EUR

o EUR weakened 0.33% overnight against the USD. This was a patrtial reversal of
prior strengthening trend.

« We stay neutral on EUR/USD today as pair looks to consolidate. 1-month outlook
is neutral as USD strength tapers and both central banks engage in dovish actions.

GBP

e« GBP strengthened 0.48% against the USD overnight.

e We are bullish on GBP/USD today, from USD weakness. We are bearish on a 1-
month basis as Brexit negotiations may pose some concerns down the road.

JPY

« JPY weakened 0.37% against the greenback on Wednesday, last at 107.53.

e« We are neutral on USD/JPY today on consolidation. We are bearish on a 1-
month basis as potential risk aversion may improve yen positioning. Japan’s
economic data is already at a low, and any upside surprise could support the JPY.

AUD

« AUD rose 0.65% on Wednesday against the greenback, closing at 0.6627.

e« We are bullish on AUD/USD today from USD reversal. We are bearish on a 1-
month basis as the AUD remains weighed down by the impact of the domestic
bushfires and on RBA expectations.

SGD

e SGD gained 0.27% against the USD on Wednesday, as the SGD NEER is
returning to its mid-point of the range.

e« We are bearish on USD/SGD today, from further US weakness. We are neutral on
a 1-month basis, expecting some USD response and as markets continue to price
in the impact of the Covid-19 outbreak and MAS easing.
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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

