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Macroeconomics

Manufacturing sector PMIs showed mixed signals:

— The US ISM Manufacturing Index went down to 57.5 in November
(Oct: 59.3) while the Markit PMI rose sharply to 56.7 (Oct: 53.4);
nonetheless both indexes indicate ongoing expansion in US factory
activity.

— Eurozone Markit Manufacturing PMI slipped to 53.8 in November
(Oct: 54.8), indicating weaker manufacturing growth.

— UK Markit Manufacturing PMI inched up to 55.6 in November (Oct:
53.7), as factory activity was not impacted by the lockdown

— Japan Jibun Bank Manufacturing PMI went up a little to 49.0 in
November (Oct: 48.7), reaffirming ongoing manufacturing weakness.

— China Caixin Manufacturing PMI rose to 54.9 in November (Oct:
53.6), the sharpest improvement in conditions since November
2010.

— Malaysia Markit Manufacturing PMI was little changed at 48.4 in
November (Oct: 48.5), its fourth successive month at sub-50 levels.

— Vietnam Markit Manufacturing PMI slipped to 49.9 in November
(Oct: 51.8), retreating from recent expansion.

US construction spending rose in October: Construction spending
beat expectation in October, recording 1.3% MOM growth. However, the
0.3% MOM growth in September was revised down to -0.5% MOM.
October saw continuous increase in private residential spending (+2.9%)
since June as developers raced to meet the robust housing demand.
Overall data were consistent with the positive signs offered by other
housing-related indicator.

Eurozone inflation remained negative: The HICP inflation rate fell
0.3% MOM in November (Oct: +0.2%), its first monthly negative print in
three months. This translates to -0.3% YOY (Oct: -0.3%), marking its
fourth consecutive month below 0% as deflationary pressure continued
to build up in the euro area economy that reflects weak domestic
demand.

Hong Kong retail sales recorded smaller decline: Retail sales fell
less than expected by 8.8% YQY in October (Sep: -12.9%), marking its
first single-digit decline since June last year, adding to signs of
stabilisation of the economy. Having said that, the city is now
experiencing its fourth wave of Covid-19 surge, potentially hampering
retail spending yet again.

RBA kept cash rate unchanged and maintained policy stance:

— RBA kept cash rate and the 3-year government bond yield target
unchanged at 0.1% as widely expected; it also maintained its current
monetary stimulus program. It said that economic recovery is under
way and “recent data have generally been better than expected”, but
the recovery is expected to be uneven.

— GDP is expected to grow by around 5.0% next year and 4.0% over
2022. Unemployment rate is forecast to decline next year, but only
slowly, and still to be around 6.0% at the end of 2022. Underlying
inflation is projected to be 1.0% in 2021 and 1.5% in 2022.

— The RBA made no change to its policy stance and guidance. It
repeated that it would not “increase the cash rate until actual inflation
is sustainably within the 2 to 3% target range”.

— For this to happen, wages growth need to be materially higher and
there needs to be significant gains in employment and a return to
tight labour market.

— RBA is thus not expecting to raise cash rate for at least 3 years.

Forex

MYR (Neutral-to-Bullish)

USD/MYR climbed slightly higher by 0.12% to 4.0785 following a temporary
dollar resurgence. The pair remained below 4.08, indicating weak momentum.
The broad-based USD weakness overnight looks set to benefit MYR, likely
pushing the pair lower today. We maintain a weekly range of 4.05-4.10 for now.
Factors supporting: Economic recovery, less dovish MPC, USD weakness
Factors against: Risk aversion, domestic politics, second lockdown.

USD (Neutral-to-Bearish Outlook over 1 Week Horizon)

The DXY saw massive decline in US trading session, touching a low of 91.16
before closing at 91.19, losing 0.74% on the day following positive stimulus
news amounting $908b, as well as Powell and Mnuchin’s call for additional
stimulus during their Congressional testimony. The overnight down move has
strengthened the negative momentum in Dollar Index, reinforcing our bearish
view on the USD. Up next on the data front is ADP employment tonight, a
precursor to Friday’s nonfarm payroll.

Factors supporting: Risk aversion, Covid-19 resurgence

Factors against: Fed accommodation, potential US stimulus,
sentiments

Buoyant

EUR (Neutral)

EUR/USD rallied and closed near its intraday high of 1.2077. EUR led gains in
the majors by strengthening 1.21% DOD to 1.2071 at close. We suspect some
consolidation could be in the works following yesterday’s sharp move even
though positive momentum indicators have built up, potentially sending the pair
higher to 1.2090 and 1.2140.n

Factors supporting: Economic data rebound

Factors against: Risk aversion, Covid-19 outbreak

GBP (Neutral-to-Bullish)

GBP/USD rallied the most in a week, gaining 0.73% to 1.3420 spurred by Brexit
deal optimism. The pair is seen hovering at 1.3428 at time of writing, off from a
high of 1.3441 yesterday. We stay slightly constructive on the GBP, due to the
positive risk sentiment bias. Next resistance at 1.3490 and support at 1.3315.
Factors supporting: Breakthrough in news, USD weakness

Factors against: Risk aversion, Brexit, twin deficits, Bank of England increasing
monetary accommodation

JPY (Neutral)

USD/JPY rangetraded on Tuesday before ending flat at 104.33. We remain
neutral on the pair for now, eyeing a range of 103.6-104.6, whereby a
breakaway from the range will likely signal at some momentum either way.
Factors supporting: BOJ policy, risk aversion

Factors against: Weak fundamentals

AUD (Neutral-to-Bullish)

AUD/USD traded little change post RBA decision that offered no change to
policy stance but rallied in US trading session following USD weakness, closing
0.37% higher at 0.7371. Today’'s GDP data may shape some AUD movements,
alongside retail sales and trade data later the week.

Factors supporting: Fundamentals improve from current levels

Factors against: Risk aversion, RBA policy

SGD (Neutral-to-Bullish)

USD/SGD slipped 0.27% to 1.3380 at close from an intraday high of 1.3418,
helped by a weaker USD. We see 1.3350 as the next psychological barrier, with
only a pullback above 1.3420 signalling at some upsides for USD/SGD.

Factors supporting: Economic recovery, CNH strength

Factors against: Risk aversion, trade war, US-China

2



2 December, 2020 )§ HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global Markets
Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

Email: HLMarkets@hlbb.hongleong.com.my

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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