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Global Markets Research

Daily Market Highlights

» Wall Street stocks reversed some gains overnight, alongside lower oil us >
prices as markets remained concerns over US-Iran tensions after Iran Eurozone $
Japan

openly vowed retaliation for the killing of its top Commander General Qassem
Soleimani whose funeral was attended by hundreds of thousands of mourners
yesterday. The Dow Jones dropped 0.4% whereas the S&P 500 slipped 0.3%
and NASDAQ was little changed. Energy shares fell as crude oils edged lower What’ .

A min Nex
by 0.9% Brent crude last traded at $68.27/barrel on Tuesday. Treasuries yields at’s Co g Up ext

closed mixed between -0.4 to +2bps along the curve. Gold prices remains Major Data
elevated and continued to climb higher at $1574.37/troy ounce. The >
greenback recovered on better ISM non-manufacturing data. Sterling slipped on
BOE Governor Mark Carney’s dovish comment, Aussie was the top loser amidst
wildfire concerns. Asian stocks are set to fall today over fresh retreat in risk
sentiment in respond to breaking news that US forces in Iragq are under
attack by Iranian ballistic missiles. > Nil

Malaysia Foreign Reserves

»  US MBA Mortgage Applications, ADP Employment Change
»  Eurozone Economic Confidence, Consumer Confidence
Major Events

» US data were mixed. ISM Non-manufacturing PMI beat estimate at 55.0 in
December alongside smaller trade deficit at $43.1b in November. Factory
orders however slipped by 0.7% MOM in November, reflecting entrenched

factory weakness. Eurozone data were upbeat as HICP inflation accelerated to Daily Supports — Resistances (spot prices)*

1.3% YOY in December on higher energy prices. Retail sales also gained more

. S2 S1 Indicative R1 R2 Outlook
than expected by 1.0% MOM in November. Japan data turned out poor as EURUSD 11120 11150 11162 11180 1.1200 .
services PMI slipped back to below 50 and wages declined 0.2% MOM, its first ' ' ' ' ' N
drop in three months. GBPUSD  1.3000 1.3050 1.3115 1.3180 1.3210
USDJPY 107.00 107.50 107.70 108.00 108.50 N
» The greenback recovered on better ISM non-manufacturing data as it AUDUSD 0.6800  0.6830 0.6852 0.6880  0.6900 N
strengthened against most major counterparts. The Dollar Index added 0.35% EURGBP  0.8435 0.8460 0.8516 0.8550  0.8600 >

to just a tad above 97.0. USD looks set to continue its recovery amidst a
fresh retreat in risk sentiment following morning news that US forces in Iraq are
under Iranian attack. Key data today is ADP private payrolls. Medium term
dollar outlook is still bullish, supported by solid US growth outlook.

USDMYR  4.0950  4.1000 4.1118 4.1200  4.1300 2
EURMYR 45700  4.5760 4.5900 4.6000  4.6100 2
JPYMYR 3.7600 3.7870 3.8175 3.8300 3.8500 ?
» MYR finished stronger by 0.28% against the USD at 4.0920, alongside its GBPMYR  5.3200 5.3500 5.3909 5.4080 5.4380 N
stronger Asian peers amidst an easing of risk-off sentiment on Tuesday. Daily SGDMYR 3.0325  3.0350 3.0406 3.0450  3.0500 2
outlook for MYR is bearish expecting the dollar to push the ringgit back above AUDMYR 2.8060  2.8100 2.8173 28200 2.8260 .
4.1000 with a potential breach of the 4.1200 handle following a fresh retreat in >
risk sentiment in response to latest news on Iranian strikes on US forces in Iraq.
MYR medium term outlook is still bearish taking into account solid US

NZDMYR  2.7030 2.7100 2.7235 27274  2.7380

fundamentals/data in 1Q20 that is expected to keep USD supported. USDSGD  1.3475  1.3500 13523  1.3535  1.3550 2
EURSGD  1.5040 1.5070 1.5092 1.5120 1.5140 r

» SGD ended little changed against the USD at 1.3497. SGD daily outlook is GBPSGD 1.7625  1.7700 1.7727 1.7780  1.7850 >
bearish in a strong dollar environment as it is expected to trade weaker AUDSGD 0.9230  0.9250 0.9264 0.9280  0.9300 N

alongside regional EMs in a risk-off mode. Medium term outlook is bearish on * at time of writing

stronaer dollar that is supported by solid US arowth outlook. 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 1,611.04 I 0.83 1.40 CRB Index 186.93 [l -0.25 0.61
Dow Jones Ind. 28,583.68 E‘ -0.42 0.16 WTI oil ($/bbl) 62.70 -0.90 2.69
S&P 500 3,237.18 -0.28 0.20 Brent oil ($/bbl) 68.27 -0.93 3.44
FTSE 100 7,573.85 -0.02 0.42 Gold (S/oz) 1,574.37 i 0.55 3.97
Shanghai 3,104.80 0.69 1.79 CPO (RM/onne) 3,064.00 E 0.23 1.27
Hang Seng 28,322.06 0.34 0.47 Copper ($/tonne) 6,138.50 E 0.15 E -057
STI 3,247.86 0.90 0.78 Rubber (sen/kg) 458.00 E 0.44 1.22

Source: Bloomberg
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Macroeconomics

US Trade Balance

US ISM Non-
Manufacturing Index

US Factory Orders

US Durable Goods
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Source: Bloomberg
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manufacturing index beat estimate to record a higher than expected reading
of 55.0 in December (Nov: 53.9) that indicates a quicker expansion in services
sector activity at year end. The gain in headline reading was led mainly by the
nearly 6pts increase in production. New orders continued to pick up albeit at
a much slower pace while hiring remained strong that spells good outcome for
Friday’s NFP payrolls.

US trade deficit narrowed to three-year low: US trade deficit shrank to
three-year low of $43.1b in November (Oct: -$46.9b), as exports rebounded
to increase 0.7% MOM (Oct: -0.1%) whereas imports continued to decline
albeit by a smaller magnitude of 1.0% (Oct: -1.7%) Deficit with China also
slipped to $26.37b (Oct: -$31.3b) ahead of the phase one trade deal in
December. Deficit has been trending down in the recent months and would be
a boon to 4QGDP.

Declines in transportation order dragged down US factory orders:
Headline factory orders reversed previous month’s gain to record a 0.7%
MOM decline in November (Oct: +0.2%), its third contraction within four
months, led by a sharp fall in orders for transportation equipment (-5.9% vs
0.0%). Durable goods order, a subcategory that tracks orders for goods lasting
at least three years fell by 2.1% MOM (Oct: +0.2%). The closely watched
nondefense capital goods excluding aircrafts picked up 0.2% MOM (Oct:
+1.0%) to signal only a minor rise in business capex. The overall report
reflects sustained weakness in US manufacturing industry.

Eurozone inflation accelerated on higher energy prices; retail sales beat
expectation: The headline HICP inflation for all items rose to 1.3% YQY in
December (Nov: +1.0%) on higher energy prices as oil prices went up last
month. The core reading was held steady at 1.3% YOY for the second month
in a row, supported by firmer services inflation, giving some comfort to the
ECB despite it's still too early to say that prices are picking up and returning
back to the central bank’s target. In a separate note, retail sales also came in
stronger than expected, recording an impressive growth of 1.0% MOM in
December (Nov: -0.3% revised), attributing to Black Friday sales and
generally the rise in spending ahead of Christmas.

Japan services sector slumped to contraction: Japan services sector
activity returned to contraction in December as the Jibun Bank Japan Services
PMI slipped to 49.4 (Nov: 50.3) according to a final reading after a short-lived
rebound in November. The decline was reported to be the largest in over three
years, ending the worst quarterly economic performance since 3Q16
according to Markit. Underlying conditions remained weak in Japan despite
an increase in new orders, business from international clients also contracted
for the first time since June. The latest services print, alongside yesterday’s
contracting manufacturing PMI (48.4) built stronger case for a contraction in
Japan’s 4Q19 GDP.

Japan wages fell in November: Labour cash earnings dropped more than
expected by 0.2% YOY in November (Oct: 0.0% revised) while October data
was revised from an initially estimated 0.5% growth to a flat 0.0% reading.
November’s print marks wages first decline in three months following a two
months of lacklustre showings, confirming that the tightness in labour market
fails to lead to higher pays for workers. The government’s repeated calls for
Japanese firms to raise wages do not seem to work as well. Details show that
regular pay held steady at 0.2% YOY growth whereas overtime payment, a
barometer of corporate activity slipped by a sharper 1.9% YOY (Oct: -0.1%).
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Economic Calendar

Reporting

Date Country Events Period Survey Prior Revised
08/01 Malaysia Foreign Reserves Dec-31 -- $103.3b -
08/01 us MBA Mortgage Applications Jan-03 -- -5.3% -
ADP Employment Change Dec 160k 67k -
09/01 Initial Jobless Claims Jan-04 220k 222k -
08/01 Eurozone Economic Confidence Dec 101.4 101.3 -
Consumer Confidence Dec F - -8.1 -
09/01 Unemployment Rate Nov 7.5% 7.5% -
09/01 China PPI YOY Dec -0.4% -1.4% -
CPI YOY Dec 4.7% 4.5% --
09/01 Australia Trade Balance Nov A$4,200m A$4,502m -
Westpac Consumer Conf Index Jan -- 95.1 -

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 DoD %

1.1153
1.3126
108.44
0.6870
0.8498

4.0920
4.5767
3.7730
5.3967
3.0360
2.8259
2.7263
4.2222
0.5901
0.5264

1.3497
1.5054
1.7715

Source: Bloomberg

High
1.1198
1.3212
108.63
0.6943
0.8527

4.1035
4.5940
3.7857
5.4080
3.0415
2.8466
2.7372
4.2357
0.5902
0.5278

1.3515
1.5109
1.7809
0.9367

Low
1.1134
1.3095
108.26
0.6859
0.8466

4.0885
4.5667
3.7615
5.3735
3.0354
2.8258
2.7220
4.2108
0.5857
0.5250

1.3477
1.5042
1.7685
0.9268

»Forex

MYR

e MYR finished stronger by 0.28% against the USD at 4.0920, alongside its stronger
Asian peers amidst an easing of risk-off sentiment on Tuesday.

o Daily outlook for MYR is bearish expecting the dollar to push the ringgit back above
4.1000 with a potential breach of the 4.1200 handle following a fresh retreat in risk
sentiment in response to latest news on Iranian strikes on US forces in Irag. MYR
medium term outlook is still bearish taking into account solid US
fundamentals/data in 1Q20 that is expected to keep USD supported.

usD

e The greenback recovered on better ISM non-manufacturing data as it strengthened
against most major counterparts. The Dollar Index added 0.35%to just atad above
97.0.

e USD looks set to continue its recovery amidst a fresh retreat in risk sentiment
following morning news that US forces in Iraq are under Iranian attack. Key data
today is ADP private payrolls. Medium term dollar outlook is still bullish,
supported by solid US growth outlook.

EUR

e EUR finished 0.39% lower against the USD at 1.1153 as the dollar was boosted by
upbeat ISM non-manufacturing Index.

e EUR is seen struggling around 1.1150 handle this morning, daily outlook is bearish
on stronger dollar that is likely to benefit from fresh risk-off sentiment. Medium term
outlook is bearish on ECB’s accommodative monetary policy stance and continued
weaker growth outlook versus a more solid US economy.

GBP

e GBP reversed some gains to end 0.34% lower against the USD at 1.3126 on BOE
Governor Mark Carney’s dovish remark amidst stronger dollar environment.

o GBP daily outlook is bearish as the dollar is expected to recover further with risk
sentiment turning poorer. Focus returns to debate on PM Boris Johnson’s EU
Withdrawal Agreement at Parliament. MPs will vote on the bill next Thursday. Medium
term outlook is neutral for now, awaiting more Brexit-related development.

JPY

e JPY reversed some of previous gains, finishing 0.06% softer at 108.44 vs the
USD.

e USDJPY slipped by 70pips this morning to below 108.00 in response to breaking news
that US forces are under Iranian attack in Iran. JPY daily outlook is bullish as this
alleged retaliation by Iran likely leads to a flight to safe havens assets. Medium term
outlook is driven by current geopolitical events, of which an escalation in the
current US-Iran conflicts would lead to a stronger JPY.

AUD

e AUD was the major loser on Tuesday as it slumped by over 1.0% to finish at
0.6870 versus the USD.

o AUD rolled into the Asian session at 0.6870 and is seen under pressure around 0.6850.
Daily outlook is still bearish as it is expected to extend current losing streak amidst
a fresh retreat in risk sentiment, not to mention the ongoing concerns over the impact
of wildfire has on the Australian economy. Medium term outlook turns bearish as
markets continue to raise bets on possibility of an RBA rate cut in early February.

SGD

e SGD ended little changed against the USD at 1.3497.

e SGD daily outlook is bearish in a strong dollar environment as it is expected to
trade weaker alongside regional EMs in a risk-off mode. Medium term outlook is
bearish on stronger dollar that is supported by solid US growth outlook.
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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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