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US stocks closed out last week with 0.6-1% weekly losses AN RORLE YD %
amid stimulus impasse, poor job data as well as rising Covid- |Dow Jones Ind. 30,046.37 0.16 5.28
19 cases while virus optimism took a backseat. On Friday, the |[s&P 500 3,663.46 -0.13 1339
Dow Jones managed to gain 0.2% mainly thanks to the 13.6% |rTsE 100 6,546.75 -0.80 -13.20
DOD rall.y in Disney’s shar.es to all-time-high as its Disney+ i SEg 26,505.87 336 597
subscriptions soared to 86mil; the S&P?OO and NASDAQ both LG 1,684.58 182 6.08
clocked 0.1 and 0.2% losses. Treasury yields fell 0.5 to 2.2 bps
across the curve on stimulus uncertainty; 10Y UST yield shed [ST! 2,821.70 -0.12 t12.45
1bp to 0.896%. Gold futures snapped two-day losing streak to |Dollar Index 90.98 0.17 -5.84
add 0.3% to $1843.6/0z while the dollar index went up by 0.2% |wTl oil ($/bbl) 46.57 -0.45 -23.73
to 90.98, supported by poorer risk sentiment. Brent crude lost | g ent oil ($/bbl) 49.97 -0.56 -32.44
0, i 0,
0.6% to level just shy of $50/barrel and WTI was down by 0.5% to Gold (S/oz) 1.843.60 9 34 1688
$46.57/barrel.
CPO (RM/tonne) 3,620.00 -0.75 19165
. . . X Source: Bloomberg
The sterling strengthened this morning as a Sunday Brexit
talks deadline was extended, offering fresh hopes of reaching FX Daily Change vs USD (%)
a deal. US stock futures are higher as well while Asian futures are MYR )
mixed. The first batch of Pfizer/BioNTech vaccines is being IPY 0 201 S
shlp!ogd from Michigan where some Americans would be AUD 003
receiving shots as soon as Monday. CNH -0.07
SGD -0.10
US economic data were limited to PPl inflation which slowed NZD 018
in November compared to prior month as well as the University of EUR 021
Michigan Consumer Sentiment Index that recorded a better CAD -0.25
reading post-election. The BOJ’s Tankan Survey reported CHF -0.46
improved conditions and outlook for both large manufacturing GBP-0.53
and non-manufacturing sectors. New Zealand services PMI -0.60 -0.40 -0.20 0.00 0.20 0.40
weakened below 50. Malaysia IPI fell marginally by 0.5% YOY.
Source: Bloomberg
The Dollar Index jumped on European session open on Friday, ) )
and was seen rallying to an intraday high of 91.04 before Overnight Economic Data
narrowing gains to 90.98, up 0.17%. We maintain a neutral us > Japan A
outlook on the USD this week, expecting consolidation within a New Zealand ¥ Malaysia v
likely range of 90.40 — 91.30 before further move down over the
: . . . Up Next
medium term. The dollar is currently weakening against most -
. " . . i ) Date Events Prior
currencies as of writing. FOMC meeting and first tier US data will - "
. 14/12 3P Industrial Production MoM (Oct F) 3.8%
be key watch in the week ahead. ) )
EU Industrial Production SA MoM (Oct) -0.4%
_ 15/12 AU RBA Minutes of Dec. Policy Meeting ()
USD/MYR closed 0.25% lower at 4.0495 after breaching the all- CN Industrial Production YoY (Nov) 6.9%
important 4.05 support on Friday; leading MYR to reverse this CN Retail Sales YoY (Nov) 4.3%
year’'s pandemic losses. MYR's year-to-date gain stood at 1% as CN Fixed Assets Ex Rural YTD YoY (Nov) 1.8%
of Friday, aligning itself with most of the Asian currencies that have UK Jobless Claims Change (Nov) -20.8k
strengthened substantially against the USD this year. We remain UK ILO Unemployment Rate 3Mths (Oct) 4.8%
neutral to bullish MYR on the back of extended dollar weakness; UK Employment Change 3M/3M (Oct) -164k
the pair likely trades within a range of 4.03-4.08 this week, with US Empire Manufacturing (Dec) 6.3
room for further downside. US Import Price Index YoY (Nov) -1.0%
US Industrial Production MoM (Nov) 1.1%

Source: Bloomberg
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Macroeconomics

Slower US PPl inflation but improvement in consumer sentiment:

Producer price index gained 0.1% MOM in November, slowing
from the 0.3% growth prior. This reflects smaller gain in prices of
food as well as a flat services cost which offset the surge in
energy prices. YOY, the index was 0.8% higher compared to the
same month last year (Oct: +0.5%). Despite that, overall inflation
remained contained.

The University of Michigan Consumer Sentiment Index rose to
81.4 in early December (Nov: 76.9), a better-than-expected
reading that reflects a familiar post-election optimism. This should
help lift some consumer spending heading into the holiday
season.

Japan Tankan Survey reported improved conditions and outlook:

The Bank of Japan’s Tankan Survey reported the Large
Manufacturing Index improved to -10 in 4Q (3Q: -27) while the
gauge for outlook also rose to -8 (3Q: -17); both readings were
better than expected, pointing to improvement in current
conditions and expectations for the industry.

The Large Non-manufacturing Index also picked up to -5 in 4Q
(3Q: -12) and the Outlook index went up to -6 (3Q: -11), offering
similar assessment for the services sector.

The Large All-Industry Capex Index however fell 1.2% YOY in 4Q
(3Q: +1.4%)), its first decline since 1Q16, as firms are expecting to
cut investments after having raising them for years, suggesting
that firms are also wary about next year’s outlook.

Marginal setback in Malaysia’s industrial production:

Industrial production fell again by a marginal 0.5% YOY in
October, putting a halt to three months of mild expansion (Sept:
+1.0%). The decline was due to slower growth in manufacturing
output and bigger contraction in mining production.

MOM, overall industrial production continued to gather steam for
a 2nd straight month, increasing 1.7% MOM in October (Sept:
+0.5%), offering some comfort recovery momentum is still intact
In a separate release, manufacturing sales mirrored the same
easing growth in IPI, increasing by 2.2% YQOY to RM122.0bn in
October (Sept: +3.7%). While sales continued to see modest
growth, labour market indicators within the manufacturing sector
remained weak, reaffirming worries of downside risk to domestic
consumption moving forward.

Moving forward, we would like to caution against the pace of the
recovery as the spike in infection cases and re-imposition of
movement restrictions have no doubt hamper sentiments and
economic activities. That said, the overall impact would likely be
less disastrous as compared to March/ April as most economic
sectors are still allowed to operate subject to certain standard
operating procedures (SOPs). It is estimated that the daily
economic loss is markedly lower at RM0.2-0.3bn compared to
RMO0.9-1.4bn back then when economic activities were almost
entirely grounded.

e New Zealand services industry weakened in November: The New
Zealand Performance of Services PMI fell to 46.7 in November (Oct
50.8), suggesting contraction of activity in the services industry. BNZ
said that the 3-month average for the index was below the neutral
threshold of 50, indicating weak momentum after the post lockdown
rebound.

Forex

MYR (Neutral-to-Bullish)

USD/MYR closed 0.25% lower at 4.0495 after breaching the all-important 4.05
support on Friday; leading MYR to reverse this year's pandemic losses. MYR’s
year-to-date gain stood at 1% as of Friday, aligning itself with most of the Asian
currencies that have strengthened substantially against the USD this year. We
remain neutral to bullish MYR on the back of extended dollar weakness; the pair
likely trades within a range of 4.03-4.08 this week, with room for further downside.
Factors supporting: Economic recovery, less dovish MPC, USD weakness
Factors against: Risk aversion, domestic politics, second lockdown.

USD (Neutral Outlook over 1 Week Horizon)

The Dollar Index jumped on European session open on Friday, and was seen
rallying to an intraday high of 91.04 before narrowing gains to 90.98, up 0.17%. We
maintain a neutral outlook on the USD this week, expecting consolidation within a
likely range of 90.40 — 91.30 before further move down over the medium term.
FOMC meeting and first tier US data will be key watch.

Factors supporting: Risk aversion, Covid-19 resurgence

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

EUR (Neutral)

EUR/USD traded on a softer tone on Friday as expected and closed lower near its
intraday low at 1.2112. EUR plunged at European market open following Bank of
France Governor Villeroy said the central bank is very vigilant on EUR exchange
rate, completely wiped out sustained gains in early Asian session. While we are still
bullish EUR over the medium term, we see odds of the pair pulling back to the mid
Bollinger band of 1.1987 after recent rally. The pair appears toppish after breaking
the 1.2000 psychological level last week and may rangetrade before any move
higher. 1.2200 serves as a key resistance for now.

Factors supporting: Economic data rebound

Factors against: Risk aversion, Covid-19 outbreak

GBP (Neutral)

GBP/USD narrowed losses to end lower for a 2™ straight day, by 0.53% to 1.3224,
off an intraday low of 1.3135. This marked its weakest level in almost a month as
Brexit anxieties continued taking a toll on the sterling. We are neutral on the GBP
today, spurred by renewed optimism over a Brexit deal as the Sunday deadline is
extended. BOE policy meet, CPI and job data will be key watch this week.

Factors supporting: Breakthrough in news, USD weakness

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

JPY (Neutral)

USD/JPY gained on haven bids, last settled at 104.04, around the level it started
the week. JPY outlook is neutral this week, premised on cautious sentiments and a
neutral USD. The pair will likely be eyeing a range of 103.70 — 104.50 this week.
Factors supporting: BOJ policy, risk aversion, dollar weakness

Factors against: Weak fundamentals

AUD (Neutral-to-bullish)

AUD/USD pulled back from an intraday high of 0.7572 and closed little changed at
0.7533, remaining among the best performing G10 currencies. We remain neutral-
to-bullish on the AUD. The pair will be eyeing 0.7600 next after the break above
0.75. Support remains at 0.73. RBA minutes and China data may have some
influences on Aussie movement next week.

Factors supporting: Fundamentals improve from current levels

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

SGD (Neutral-to-Bullish)

USD/SGD erased all losses in early Asian trading and climbed higher to 1.3368 on
Friday. We maintain our neutral-to-bullish stance on the SGD, especially if the US
dollar shows weakness. While bullishness in the pair has picked up, 1.34 appears a
key resistance to overcome while support remains at 1.33.

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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