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Daily Market Highlights

Key Takeaways Market Snapshots

Key US equity benchmarks all fell on Wednesday as deadlock

Last Price DoD % YTD %
in stimulus ta.lks dampen.ed risk sentiments. At a prop.o'S(.ed T —— 30,068.81 035 i
$916bn, the aid package is already less than half the initial
proposal of close to $2 trillion, and yet lawmakers cannot reach an S&P 500 367282 -0.79 1348
agreement even as new infections continue ravaging across the FUSIE I0E 6,564.29 0.08 iz.97
country. The Dow and S&P declined 0.4-0.8% DOD while the Hang Seng 26,502.84 0.75 -5.98
Nasdaq plunged 1.9% from record high levels, snapping its 10-day KLCI 1,646.53 0.91 3.64
winning streak. Earlier, European and Asian stocks ended STI 2,843.07 0.62 211.78
largely in the green. Dollar Index 91.09 0.14 -5,50
WTI oil ($/bbl) 45.71 0.24 -25.45
US Treasuries narrowed declines in late US trading as equities )
fell but still ended the day lower, pushing yields up by 1-2bps Brent oil ($/bb1) 49.09 0.51 =58 81
across the curve save for the front end where the 2s ended littte | G°'d (S/02) 1,842.90 = 1658
changed again. The 10Y note yields inched 2bps lower at 0.94%. CPO (RM/tonne) 3,635.00 -0.14 205
The reopening sale of $38bn 10Y bonds was met with decent  Source: Bloomberg
demand with a BTC of 2.33x at a high yield of 0.951%. (prior: 2.32x
@ 0.960%). Gold futures recovered from the day low but still down Daily FX Changsvs USD (%)
1.7% on the day, at $1843/oz. The Dollar Index rallied in US AUD 0.49
trading session back above the 91.0 handle. It however settled GBP 0.33
off the intraday high of 91.20 at 91.09, marking its 3" straight day MYR 0.23
of gain nevertheless. The greenback traded mixed against the CAD 0.00
majors, stronger against the EUR and JPY but weaker against GBP SGD -0.02
and AUD. CHF -0.05
IPY -0.06
Global crude oil prices ended higher by 0.2-0.5%. Brent crude CNH -0.13
last settled at $49.09/barrel, whilst the WTI at $45.71/ barrel, as EUR -0.19
markets shrugged off an EIA report on higher inventories, still NZD -0.30
clinging on to vaccine optimism that is expected to translate into
higher demand for oil. Futures showed Asian markets are slated ~ Source: Bloomberg
for lower opening this morning, taking cue from the selloffs in
US equities overnight. ECB policy meeting and President Overnight Economic Data
Lagarde press conference will be key watch today. us ¥ China >
UK ¥ Japan N
DXY went up on Wednesday, by 0.14% for a 91.09 close. The
dollar seems to have bottomed out since 4 December, even as Up Next
stocks headed northwards. We still see some slight weaknesses Date Events BreT
over a 1-week horizon. Eyes on CPI today and PPI tomorrow. 10/12 UK Monthly GDP (MoM) (Oct) 1.10%
UK Industrial Production MoM (Oct) 0.50%
USD/MYR ended 0.23% lower at 4.0625; daily outlook neutral. UK Visible Trade Balance GBP/Mn (Oct) -£9348m
USD/MYR pulled back steadily through the day to settle close to EC ECB Deposit Facility Rate (10 Dec) -0.50%
the day low of 4.0620, off from an intraday high of 4.0730 as the US CPI YoY (Nov) 1.20%
USD weakened in early Asian trading session before bouncing US Initial Jobless Claims (05 Dec) 712k
back in US trading. Daily outlook remains neutral within the 4.06- 11/12  NZ BusinessNZ Manufacturing PMI (Nov) 51.7
4.08 handles in our view. MA Industrial Production YoY (Oct) 0.2%
US PPI Final Demand YoY (Nov) 0.50%
US U. of Mich. Sentiment (Dec P) 76.9

Source: Bloomberg

1]




10 December, 2020

3% HongLeong Bank

Macroeconomics

US mortgage applications continued declining: US MBA mortgage
applications fell 1.2% WOW for the week ended 4-December (prior: -
0.6%). Declines in application for new purchases (-5.0%) outweighed the
rebound in refinancing (+1.8%), a tell-tale sign of softening housing
demand.

UK RICS house price balance moderated: RICS house price balance
moderated less than expected to 66% in November (Oct: 67% revised).
A slight increase in price expectations was offset by decline in sales
expectations as well as sharp deceleration in new buyer enquiries,
offering tentative signs of a plateau in the UK housing market after recent
gains.

China’s first disinflation in over a decade: China’s CPI surprisingly
fell to -0.5% YOY in November (Oct: +0.5%), its first negative print since
Oct-09 signalling disinflationary pressures are building up, supporting the
case for PBOC to maintain its accommodative policies. Food prices fell
2% YOY. Meanwhile, PPI improved to -1.5% YOY in November, from -
2.1% prior, likely positive for industrial profits.

Positive slew of data from Japan:

- Machine tool orders rebounded and increased 8.0% YOY in
October (Sept: -4.4% MOM), its first expansion since Sept-18,
offering added signs of an improvement in capex although we doubt
its sustainability.

- BSllarge all industry outlook for 4Q jumped to a 7-year high at 11.6
(3Q: 2.0) led by the manufacturing sector which leapfrogged to 21.6
(3Q: 0.1). Meanwhile, the non-manufacturing outlook also improved
albeit at a more modest pace from 2.9 to 6.7 during the quarter. The
broad-based increases suggest a sharp improvement in current
business conditions. Forward looking index however points to some
moderation in the outlook ahead, albeit still positive.

- Producer prices was stagnant MOM in November (Oct: -0.2%
MOM) as expected. YOY prices sustained a 2.2% YOY decline
(Oct; -2.1% YQY), reaffirming continued deflationary pressure in
Japan.

Forex

MYR (Neutral)

USD/MYR ended 0.23% lower at 4.0625. The pair pulled back steadily through the
day to settle close to the day low of 4.0620, off from an intraday high of 4.0730 as
the USD weakened in early Asian trading session before bouncing back in US
trading. Daily outlook remains neutral within the 4.06-4.08 handles in our view.
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)

DXY went up on Wednesday, by 0.13% for a 91.09 close. The dollar seems to have
bottomed out since 4 December, even as stocks headed northwards. We still see
some slight weaknesses over a 1-week horizon. Eyes on CPI today and PPI
tomorrow.

Factors supporting: Risk aversion, Covid-19 resurgence

Factors against: Fed accommodation, vaccine, potential US stimulus, Buoyant
sentiments

EUR (Neutral-to-Bullish)

EUR/USD rose to a midday high of 1.2142, before turning lower, hitting 1.2080, the
lowest level in the week. We look at the lack of agreement between the European
Union and the United Kingdom as a point of reversal. We maintain our neutral-to-
bullish sentiment ahead of the European Central Meeting that is expected to bring
about additional stimulus.

Factors supporting: Economic data rebound

Factors against: Risk aversion, Covid-19 outbreak

GBP (Neutral-to-Bullish)

GBP/USD rose to a weekly high of 1.3473 before closing the day at 1.3382. We
maintain our stance of neutral-to-bullish GBP amid expectation of a bearish USD.
Next level of psychological resistance to clear is at 1.35.

Factors supporting: Breakthrough in news, USD weakness

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

JPY (Neutral-to-Bullish)

USD/JPY reached a high of 104.41 on Wednesday, before closing at 104.23. After
a weekly bottom of 103.67 on 3 December, USD/JPY appears biased on the upside.
We see a range of 103.7-104.5 for now. Tankan will likely be important data to
possibly shape JPY movements in the coming week.

Factors supporting: BOJ policy, risk aversion, dollar weakness

Factors against: Weak fundamentals

AUD (Neutral-to-Bullish)

On Wednesday, AUD/USD touched a high of 0.7485 but fell back thereafter, up
0.49% for the day. We still see a range of 0.73-0.75. Australia has sold bills at
negative yields for the first time. Risk aversion may shape AUD softness in the
coming days, although we stay constructive on the AUD.

Factors supporting: Fundamentals improve from current levels

Factors against: Risk aversion, RBA policy, Australia-China relations

SGD (Neutral-to-Bullish)

USD/SGD dipped to around 1.3340 low on Wednesday but recovered to close
around 1.3380. We stay slightly constructive on the SGD, especially if dollar
weakens. We see 1.33 as the next psychological barrier, with only a pullback above
1.341 signalling at some upsides for USD/SGD.

Factors supporting: Economic recovery, CNH strength

Factors against: Risk aversion, potential deterioration in Singapore fundamentals
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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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