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Daily Market Highlights

Key Takeaways
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US stocks edged up slightly overnight supported by trade optimism as the
United Stated and China finally signed the so-called Phase One trade deal
that involves a Chinese pledge to purchase at least an additional $200b US farm
goods and other goods and services over two years. The US in return promised
to hold off planned tariff increases and cut levies on $120m Chinese goods by
half to 7.5%. The eight-part agreement also covered some nagging issues
on intellectual properties and acts as a truce to the nearly two-year old trade
dispute initiated by the Trump Administration in 2018, temporarily lifting
uncertainties in the year ahead of the US general election. President Trump
promised to drop all US tariffs after the Phase 2 agreement was completed,
that is expected to start soon. Three Fed Policy makers speaking at different
events appeared to be comfortable with the currently appropriate level of
rates, reaffirming expectations that the Fed would not cut rate this year.
Treasuries yields slipped around 1-3bps. Gold prices added 0.64% to
$1556.25/troy ounce while crude oils ticked lower around 0.7%.

Overnight data skewed were mixed. There were improvement in the housing
and manufacturing front in the US while producer prices remained benign. Little
change from the Fed Beige Book that reaffirmed that the US economy continued
to expand ‘modestly”. In Japan, the turnaround in core machine orders was a
welcoming sign for business spending. On the contrary, Eurozone data remained
weak while inflation decelerated in the UK, exerting more pressure on the BOE
to ease as early as the next meeting in end-Jan.

The greenback was slightly weaker overnight amidst an uneven performance
across FX board. Nearly all major currencies were kept around their recent
ranges as the trade truce gave no element of surprise. The dollar index slipped
slightly by 0.15% to 97.23 driven mainly by stronger EUR, CHF and CAD. USD
is expected to remain neutral and trade sideways against major currencies as
markets as the US-China trade deal offered neither surprise nor groundbreaking
development. Tonight's retail sales data could be a major driver as it gauges the
strength of US consumer spending in December during the holiday season.

MYR finished little changed against the USD at 4.0745 after USDMYR
retreating from daily high of 4.0835 in a rather muted Wednesday session ahead
of the signing of US-China trade deal. MYR daily outlook is slightly bullish
after the inking of US-China trade deal but we expect USDMYR to continue
recover back above 4.0800-4.1000 range in the short term after hitting a recent
trough given that the US-China trade deal offered neither surprise nor
groundbreaking development.

SGD closed slightly stronger against the USD at 1.3461. SGD daily outlook
is slightly bullish after the inking of US-China trade deal.

Overnight Economic Data
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What’s Coming Up Next

Major Data
»  US Import Price Index, Retail Sales Advance, Philadelphia Fed
Business Outlook, Initial Jobless Claims, NAHB Housing Market
Index
UK RICS House Price Balance
»  Australia Home Loans
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Major Events

> Nil
Daily Supports — Resistances (spot prices)*
S2 S1 Indicative* R1 R2 Outlook
EURUSD 11120  1.1150 1.1156 1.1160  1.1180 2
GBPUSD 1.2950  1.3000 1.3042 1.3100  1.3150 3
USDJPY  109.45  109.70 109.92 110.00  110.20 >
AUDUSD  0.6850 0.6900 0.6914 0.6950  0.6980 ?
EURGBP  0.8500 0.8550 0.8554 0.8600  0.8650 ?

USDMYR  4.0550 4.0600 4.0652 4.0700  4.0800 N
EURMYR  4.5000 4.5150 4.5351 45550  4.5800 >
JPYMYR  3.6325 3.6600 3.6980 3.7350  3.7700 N
GBPMYR  5.2670 5.2880 5.3027 5.3227 5.3376 N
SGDMYR  3.0125 3.0150 3.0201 3.0300 3.0335 >
AUDMYR  2.7850 2.7960 2.8105 2.8250  2.8397 >
NZDMYR  2.6855 2.6900 2.6962 27036  2.7100 >

USDSGD  1.3400 1.3440 1.3459 1.3500 1.3530 3N
EURSGD  1.4970 1.4980 1.5013 1.5030  1.5050 >
GBPSGD  1.7450 1.7500 1.7553 1.7600 1.7634 3N
AUDSGD  0.9200 0.9250 0.9305 0.9345  0.9400 >

* at time of writing
2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss

Last Price DoD % YTD %

Last Price
KLCI 1,585.14 029 [§ -0.23
Dow Jones Ind. 29,030.22 0.31 1.72
S&P 500 3,289.29 0.19 1.81
FTSE 100 7,642.80 0.27 1.33
Shanghai 3,090.04 -0.54 1.31
Hang Seng 28,773.59 -0.39 2.07
STI 3,256.98 -0.41 1.06

Source: Bloomberg

CRB Index 182.69 E-o52 [& -166
WT! oil ($/bbl) 57.81 I-072 % -5.32
Brent oil ($/bbl) 64.00 [ -0.76 -3.03
Gold (S/oz) 1,556.25 i 0.64 253
CPO (RM/tonne) 304200 [%-165 0.55
Copper ($/tonne) 6,302.00 E 0.19 2.07
Rubber (sen/kg) 467.50 f-0.21 3131
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Macroeconomics
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Manufacturing Index posted best reading in 8 months: Producer prices
index for final demand missed estimate to pick up a mere 0.1% MOM in
December (Nov: 0.0%) but was nonetheless slightly faster that November
rate. The annual pace of increase managed to accelerate to 1.3% YOY (Nov:
+1.1%) but still fell short of the around 2-3% range reported in 2018 and
earlier 2019. Core PPl inflation eased to 1.1% YOY (Nov: +1.3%), reaffirming
the lack of factory gauge inflation. On a separate note, the New York Fed
Empire State Manufacturing Index rose to 4.8 in January (Dec: 3.3), its best
reading in eight months, attributed to higher new orders, a positive start to
2020.

US mortgage applications jumped on lower rates: Mortgage applications
jumped by a whopping 30.2% for the week ended 10 Jan (previous: +13.5%),
driven by a spike in both refinancing and purchasing applications as
borrowing costs fell broadly last week, shoring hopes that the US housing
market is on steady path.

US Fed Beige Book reported modest economic activity as
manufacturing sector shed jobs: The first Federal Reserve Beige Book of
2020 reported that the US economic activity continued to expand “modestly”
in the final six weeks of 2019, suggesting little change in the economy. A few
key points include holiday sales were said to be solid, manufacturing activity,
home sales were flat. Low inventories were restraining home sales and new
residential construction expanded modestly. Employment was either steady
or rising modestly with a number of districts reporting job cuts or hiring
reduction in the manufacturing sector, transportation and energy sectors.
Overall the labor markets remained tight throughout the nation. Prices
continued to rise at a modest pace.

Eurozone industrial production slipped for 13" month: Eurozone
industrial Production contracted by 1.5% YOY in November (Oct: -2.6%
revised) marking its 13" month of back-to-back contraction despite a 0.2%
expansion (Oct: -0.9% revised) on a monthly basis. Data for October had
also been revised further down to reflect larger contraction, both on yearly
and monthly basis. November print alongside new October figure continued
to paint a weak picture of the Eurozone manufacturing economy which is in
line with the recent deterioration in PMI data that suggest that the downturn
in the industrial sector would weigh on 4Q GDP growth. Other data from the
Eurostat showed that the seasonally adjusted trade surplus narrowed to
€19.2b in November (Oct: €24b revised), missing the market expectation of
€22.0b.

UK inflation missed expectations: UK latest inflation data were a major
disappointment as headline CPI index was unchanged in December (Nov:
+0.2%) that left the annual pace of change softer at 1.3% YOY (Nov: +1.5%),
undershooting consensus forecast of 1.5% and was the slowest rate recorded
in more than three years. The deceleration in prices gain was a result of slower
gain in prices of food & non-alcoholic beverages, alcohol & tobacco and a
decline in prices of clothing and footwear Core CPI growth also pulled back
significantly to 1.4% YOY (Nov: +1.7%), after staying at 1.7% for three
months reflecting the loss in momentum in underlying inflation. December
CPI print moved further away from the BOE’s 2 % inflation target and added
to a trove of recently weak UK data, reaffirming expectations that the central
bank might cut its benchmark bank rate by 25bps to 0.5% as soon as late
January. Policy makers had grown increasingly concerned over UK growth
outlook despite the easing in Brexit uncertainties following early December
election with outgoing governor Mark Carney hinting a possible rate cut in a
recent interview with the Financial Times.
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e Japan core machine orders jumped in November, inflation benign:
Japan core machine orders, a key gauge of business capex rebounded to
increase by 18.0% MOM in November (Oct: -6.0%), its first gain in five
months, supported by construction reffort and activity following an October
typhoon that caused disruption to the economy in 4Q. Meanwhile, producer
prices inflation accelearated to 0.9% YOY in December (Nov: +0.1%) but
pulled back to a mere 0.1% MOM in December (Nov: +0.2%) reflecting the
ongoing lack of momentum in prices pressure.

Economic Calendar

Date Country
16/01 us
17/01

17/01 Eurozone
16/01 UK
17/01

17/01 China

17/01 Singapore

16/01 Australia
New
17/01
Zealand

Source: Bloomberg

Events Repo‘rting Survey Prior Revised
Period
Import Price Index YOY Dec 0.5% -1.3% -
Retail Sales Advance MOM Dec 0.3% 0.2% -
Philadelphia Fed Business Outlook Jan 3.7 0.3 2.4
Initial Jobless Claims Jan-11 218k 214k -
NAHB Housing Market Index Jan 74.0 76.0 -
Building Permits MOM Dec -1.5% 1.4% 0.9%
Housing Starts MOM Dec 1.1% 3.2% -
Industrial Production MOM Dec -0.2% 1.1% -
U. of Mich. Sentiment Jan P 99.3 99.3 -
CPI YOY Dec 1.3% 1.0% 1.0%
CPI Core YOY Dec F 1.3% 1.3% -
RICS House Price Balance Dec -8% -12% -
Retail Sales Inc Auto Fuel MOM Dec 0.6% -0.6% -
Retail Sales YOY Dec 8.0% 8.0% -
Industrial Production YOY Dec 5.9% 6.2% -
Fixed Assets Ex Rural YTD YOY Dec 5.2% 5.2% -
GDP YOY 4Q 6.0% 6.0% -
Non-oil Domestic Exports YOY Dec -1.8% -5.9% -
Investor Loan Value MOM Nov 1.0% 1.4% --
Home Loans Value MOM Nov 1.4% 2.0% -
BusinessNZ Manufacturing PMI Dec -- 51.4 --
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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
1.1150
1.3038
109.90
0.6902
0.8552

4.0745
4.5343
3.7063
5.3035
3.0233
2.8056
2.6919
4.2168
0.5916
0.5239

1.3461
1.5009
1.7551
0.9296

Source: Bloomberg
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> Forex

MYR

MYR finished little changed against the USD at 4.0745 after USDMYR retreating
from daily high of 4.0835 in a rather muted Wednesday session ahead of the signing
of US-China trade deal.

MYR daily outlook is slightly bullish after the inking of US-China trade deal but
we expect USDMYR to continue recover back above 4.0800-4.1000 range in the
short term after hitting a recent trough given that the US-China trade deal offered
neither surprise nor groundbreaking development. MYR medium term outlook is
still bearish, expecting the USD to be well supported by solid data in 1Q20.

UsD

The greenback was slightly weaker overnight amidst an uneven performance across
FX board. Nearly all major currencies were kept around their recent ranges as the
trade truce gave no element of surprise. The dollar index slipped slightly by 0.15%
to 97.23 driven mainly by stronger EUR, CHF and CAD.

USD is expected to remain neutral and trade sideways against major currencies
as markets as the US-China trade deal offered neither surprise nor groundbreaking
development. Tonight’s retail sales data could be a major driver as it gauges the
strength of US consumer spending in December during the holiday season. Medium
term dollar outlook is still bullish, supported by still solid US growth outlook.

EUR

EUR finished 0.20% stronger at 1.1150 as US and China signed trade deal.
Daily outlook is slightly bullish as EUR is looking to breach 1.1160 in Asian
morning. Key driver today is US retail sales data of which a strong print could easily
reverse EUR'’s recent gain as this scenario again would put the Eurozone economy
back into a relatively much weaker state compared to the US. 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

GBP rebounded from daily low to finish 0.15% stronger at 1.3038 against the
USD despite weak CPI data as the dollar turned slightly weaker in the American
session.

GBP is likely consolidating around 1.3020 -1.3060 today but outlook remains
weak in our view over rising expectations of a BOE rate cut that could happen as
soon as the end of this month. Medium term outlook hinges on outcome of the said
BOE’s MPC meeting and Britain’s successful withdrawal from the EU on 31 January
which is to be followed by a long period of economic transition.

JPY

JPY finished little changed against the USD at 109.90 amidst lack of key event
risk.

JPY daily outlook is neutral and is likely to continue hovering at near 8-month high
but the bulls are eyeing 110.00 handle amidst de-escalation of US-China trade
dispute. Medium term JPY outlook is neutral for now amidst easing geopolitical risk
and more positive trade outlook.

AUD

AUD finished unchanged at 0.6902 against the USD ahead of the signing of US-
China trade deal.

AUD daily outlook is slightly bullish amid more optimistic trade outlook. Medium
term outlook is bearish on increasing prospect of an RBA rate cut in early February.

SGD

SGD closed slightly stronger against the USD at 1.3461.

SGD daily outlook is slightly bullish after the inking of US-China trade deal.
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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