January 9, 2020

Global Markets Research

Daily Market Highlights

Key Takeaways

» US stocks extended further gains overnight on hopes an escalation in the
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Middle-east tension is slim despite Iran’s attack on US forces in Irag on Tuesday.
Iran’s Foreign Minister Javad Zarif said that they weren’t seeking escalation or war
after a missile attack on US base that involved no casualty while President Trump
responded by adding that the US was “ready to embrace peace”, suggesting no
further actions from both Washington and Tehran that could lead to a broader conflict.
The Dow Jones, S&P 500 and NASDAQ rose 0.5-0.7% at the end of the day. The
easing in risk-off mode led treasuries yields to recover and add 4-6bps after
slipping sharply in the immediate response to the attack. 10Y UST yields finished
6bps higher at 1.88%. Gold price snapped winning streak as it retreated to
$1,556.42/troy ounce whereas crude oils collapsed around 4-5%, giving up recent
gains. Brent crude settled at $65.44/barrel. The greenback continued to strengthen
across the board as the dollar benefitted from the tone-down in hostility. Yen was the
major loser as USDJPY broke past 109.00.

Data was scanty but enough to reinforce hopes that the US economy remains
on firm footing. ADP showed the private sector added a remarkable 202k new jobs
in the US during the last month of the year while November job gains were revised
substantially higher to 124k, confirming that the US labour market remains strong.
Mortgage applications also surged in the US as borrowing costs fell. Over in
Eurozone, economic confidence held up pretty well in December, as slightly
softer confidence among consumers was cushioned by steady business sentiments.
Australia recorded a larger than expected trade surplus of A$5.8b in November. Back
home, foreign reserves inched slightly higher to $103.6bn as at end-December.

The greenback continued to strengthen across the board as the dollar benefitted from
the tone-down in hostility. The Dollar Index added another 0.30% to 97.299.USD is
expected to remain strong today amidst major relief that US and Iran would not go
to war, and simultaneously supported by a solid ADP job data. A strong NFP showing
on Friday would likely provide a boost to USD in the short term. Medium term dollar
outlook is still bullish, supported by solid US growth outlook.

MYR slipped by 0.22% alongside its regional Asian peers against the stronger
USD at 4.1010 on Wednesday in response to news of Iranian missile strikes on US
forces in Iraq. Daily outlook for MYR is still bearish expecting the ongoing dollar
strength to continue keeping USDMYR above 4.1000 with a potential breach of the
4.1200 handle amidst a retreat in risk-off mode. MYR medium term outlook is still
bearish, expecting the USD to be well supported by solid data in 1Q20.

SGD slipped by 0.1% to 1.3511 against the USD amidst broad dollar strength. SGD
daily outlook is neutral to slightly bearish in a strong dollar environment. Medium
term SGD outlook is bearish, expecting the dollar to be well supported by solid US
data in 1Q20.
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What’s Coming Up Next

Major Data
»  US Initial Jobless Claims
»  Eurozone Unemployment Rate
»  China CPI, PPI
Major Events
> Nil

Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
EURUSD  1.0980 1.1100 1.1113 1.1120 1.1250 >
GBPUSD  1.3000 1.3050 1.3108 1.3170  1.3210 >
USDJPY 108,70 109.00 109.19 109.30  109.50 >
AUDUSD  0.6830 0.6850 0.6875 0.6880  0.6900 2
EURGBP  0.8435 0.8460 0.8480 0.8505  0.8550 >
USDMYR  4.0800 4.0850 4.0907 4.1000 4.1100 2
EURMYR  4.5300 4.5400 4.5470 45600 4.5700 N
JPYMYR  3.7300 3.7400 3.7463 3.7615  3.7740 N
GBPMYR  5.3200 5.3500 5.3622 5.3800  5.3930 N
SGDMYR  3.0250 3.0275 3.0303 3.0350  3.0400 N
AUDMYR  2.8020 2.8060 2.8118 2.8200 2.8260 N
NZDMYR  2.6600 2.6630 2.6648 2.6680  2.6700 >
USDSGD  1.3450 1.3475 1.3501 1.3525  1.3550 2
EURSGD  1.4970 1.4980 1.5004 1.5030  1.5050 >
GBPSGD  1.7550 1.7625 1.7700 1.7780 1.7850 >
AUDSGD  0.9250 0.9265 0.9280 0.9300  0.9325 r

* at time of writing

2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss

Name Last Price DoD % YTD %
CRB Index 183.38 Ea -1.90 -1.30
WTI oil ($/bbl) 59.61 -4.93 237
Brentoil ($/bbl) 6544 K -4.15 [E -0.85
Gold (S/o2) 155642 [§-1.14 65
CPO (RM/tonne) 3,061.50 f-0.08 t 119
Copper ($/tonne) 6,149.00 P 0.17 | -0.40
Rubber (sen/kg) 462.00 { 0.00 #1210
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Macroeconomics

e Strong job growth in US private sector: The US private sector added a
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remarkable 202k new jobs in December (Nov: 124k revised), it's largest gain
in eight months according to the latest ADP National Employment Report.
The number of payroll gains in November was also revised from 67k to 124k,
reflecting a stronger than expected hiring momentum at the end of 2019. Job
growth in December came from construction and the broader services sector
whereas manufacturing continued to report job losses. The strong showings
set a stage for a solid NFP nonfarm payroll number due on Friday.

US mortgage applications surged as borrowing costs fell: Mortgage
applications jumped by 13.5% in the week ended 3 January (previous: -
13.2%) following three weeks of consecutive decline. The gain was driven
mainly by a nearly 25% jump in refinancing applications as existing home
owners took opportunities of the lower mortgage rates, a result of lower
treasuries yields last week to refinance their loans. Applications for new
purchases picked up 3.0% (previous: +2.0%) reflecting the currently rising
demand in the housing market.

Eurozone sentiment broadly unchanged in December: The European
Commission Economic Sentiment Indicator (ESI) edged up slightly to 101.5
in December (Nov: 101.2) to indicate broadly unchanged sentiment in the
Euro area. The stabilization of ESI reflects markedly higher confidence in
services sector, construction and retail trade as confidences fell among
consumers (-8.1 vs -7.1) and was little changed in industry. The services
sector appeared more optimistic over growth outlook whereas consumers
seem worried their future financial conditions.

Australia recorded larger than expected trade surplus: Australia
recorded A$5.8b trade surplus in November (Oct: A$4.08b revised), beating
analysts’ estimate that called for a smaller surplus of A$4.1b. The larger
balance reflects a 1.8% MOM increase in exports (Oct: -3.8%) and a 2.8%
MOM decline in imports (Oct: +0.3%). Exports to China picked up by 8.7%
MOM (Oct: -9.8%).

Malaysia foreign reserves picked up at year end: The international
reserves of Bank Negara Malaysia rose to $103.6 billion as at 31 December
2019 which is sufficient to finance 7.5 months of retained imports and is 1.1
times total short-term external debt.
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Economic Calendar

Date Country Events Repo_rting Survey Prior Revised
Period
10/01 Malaysia Industrial Production YOY Nov 1.1% 0.3% -
09/01 us Initial Jobless Claims Jan-04 220k 222k -
10/01 Change in Nonfarm Payrolls Dec 160k 266k -
Unemployment Rate Dec 3.5% 3.5% --
Average Hourly Earnings YOY Dec 3.1% 3.1% -
Wholesale Inventories MOM Nov F 0.0% 0.0% -
09/01 Eurozone Unemployment Rate Nov 7.5% 7.5% -
10/01 UK Monthly GDP (MOM) Nov 0.0% 0.0% -
Industrial Production MOM Nov 0.0% 0.1% -
Visible Trade Balance GBP/Mn Nov -£11,700m -£14,486m -
10/01 Japan Household Spending YOY Nov -1.8% -5.1% -
Leading Index ClI Nov P 90.9 91.6 -
09/01 China PPI YOY Dec -0.4% -1.4% -
CPI YOY Dec 4.7% 4.5% -
10/01 Singapore Retail Sales YOY Nov -4.1% -4.3% -
10/01 Australia AiG Perf of Services Index Dec - 53.7 -
Retail Sales MOM Nov 0.4% 0.0% -

Source: Bloomberg
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EURUSD 1.1105

>Forex

GBPUSD 1.3097
USDJPY 109.12
AUDUSD 0.6866
EURGBP 0.8480

USDMYR 4.1010
EURMYR 4.5679
JPYMYR 3.7826
GBPMYR 5.4018
SGDMYR 3.0384
AUDMYR 2.8205
NZDMYR 2.7327
CHFMYR 4.2259
CNYMYR 0.5909
HKDMYR 0.5274

USDSGD  1.3511
EURSGD 1.5003
GBPSGD  1.7695
AUDSGD 0.9276
Source: Bloomberg
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0.9295 0.9255
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MYR

e MYR slipped by 0.22% alongside its regional Asian peers against the stronger
USD at 4.1010 on Wednesday in response to news of Iranian missile strikes on US
forces in Iraq.

e Daily outlook for MYR is still bearish expecting the ongoing dollar strength to
continue keeping USDMYR above 4.1000 with a potential breach of the 4.1200
handle amidst a retreat in risk-off mode. MYR medium term outlook is still bearish,
expecting the USD to be well supported by solid data in 1Q20.

usD

e The greenback continued to strengthen across the board as the dollar benefitted from
the tone-down in hostility. The Dollar Index added another 0.30% to 97.299.

e USDis expected to remain strong today amidst major relief that US and Iran would
not go to war, and simultaneously supported by a solid ADP job data. A strong NFP
showing on Friday would likely provide a boost to USD in the short term. Medium
term dollar outlook is still bullish, supported by solid US growth outlook.

EUR

e EUR extended further loss of 0.43% against the USD at 1.1105 in a strong dollar
environment.

e EUR rolled in today’s Asian session at just a tad above key 1.1100 support and is
currently struggling around 1.1110. Daily outlook is neutral, expecting the pair to
consolidate around 1.1100 — 1.1130 ahead of Friday’'s US NFP job report. Medium
term outlook is still bearish on ECB’s accommodative monetary policy stance and
continued weaker growth outlook versus a more solid US economy.

GBP

e GBP finished 0.22% lower at 1.3097 against the USD amidst broad dollar
strength.

o GBP daily outlook is neutral for now ahead of today’s UK House of Commons’
vote on PM Boris Johnson’s EU Withdrawal Agreement before heading to the Lords’
next week. Medium term outlook is neutral for now, awaiting more Brexit-related
development.

JPY

e JPY was the major loser on Wednesday finishing 0.63% weaker at 109.12 after
the USD bounced off intraday and climbed further before breaking past 109.00 in the
American session as markets took comfort that US and Iran would not go to war.

e JPY daily outlook is neutral to slightly bearish as USDJPY is expected to stay
supported above 109.00 alongside higher Asian equities. Medium term outlook is
neutral for now, awaiting more US-Iran related development.

AUD

e AUD was the little changed against the USD at 0.6866.

o Daily outlook is slightly bullish as AUD is expected to rebound on positive trade
report that shows Australia recorded a larger than expected trade surplus in
November. Medium term outlook is bearish on rising possibility of an RBA rate cut
in early February.

SGD

e SGD slipped by 0.1% to 1.3511 against the USD amidst broad dollar strength.

e SGD daily outlook is neutral to slightly bearish in a strong dollar environment.
Medium term SGD outlook is bearish, expecting the dollar to be well supported by
solid US data in 1Q20.
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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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