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Daily Market Highlights

Key Takeaways

e US stocks pulled back from recent rally as vaccine

Market Snapshots

optimism waned. This was despite the US reported lower
than 100k daily new cases for the first time since 04 Nov.
The Dow Jones (-0.6%) and S&P500 (-0.5%) slipped from all-
time highs while NASDAQ was down modestly by 0.2%.
Utilities and healthcare were top two losers. Pharmaceutical
stocks took a hit as Amazon announced that it now sells
prescription drugs online.

Treasury yields dropped on the back of weaker retail sales
data and in response to Fed Chair Jerome Powell’s
remarks that surging coronavirus could slow the
economy. Overall yields dropped by 0.8 to 5.7bps; 10Y UST
yield fell nearly 5bps to 0.86%. Gold futures snapped winning
streak and moved slightly lower (-0.14%) to $1885.10 as the
dollar saw mixed performances. Crude oil benchmarks were
mixed after the sharp climbs in the prior session. Brent crude
retreated a little (-0.16%) to $43.75/barrel while WTI settled
0.22% higher at $41.43/barrel.

US data continued to indicate economic expansion ahead
despite slower than expected retail sales. Industrial
production recorded a solid rebound from prior month’s fall
while home building sentiment is at its all-time high. Japan’s
exports surprised on the upside with the smallest decline
recorded since Nov-18. In Australia, Westpac Leading Index
showed significant improvement to Australia’s growth outlook.
However, wage growth, a lagging indicator, was the weakest
on record in 3Q. RBA’s meeting minutes earlier reaffirmed
its dovish policy stance.

DXY was 0.24% down on Tuesday, as JPY and GBP gained.
This brought DXY to a close of 92.42 after a low of 92.27. We
are neutral-to-bearish on the USD for the week ahead, more
for EM than G10 FX. However, post-US election risks and
Covid-19 still remain. Low of 92.13 eyed before immediate
support around 91.70, with a rebound likely to test 93.50
resistance.

USD/MYR weakened for the fourth session, losing 0.26% to
close at 4.1045 on Tuesday. The pair is now eyeing 4.10 key
support but cautious sentiment overnight as reflected in the
mixed USD performance could diminish this possibility,
keeping the pair within 4.10-4.12 today. For the week, we
remain neutral to bullish MYR as improving risk sentiments
will likely dampen the bid tone in the greenback despite
occasional flips from vaccine and pandemic headlines.

Last Price DoD % YTD %
Dow Jones Ind. 29,783.35 -0.56 4.36
S&P 500 3,609.53 -0.48 1172
FTSE 100 6,365.33 -0.87 -15.61
Hang Seng 26,415.09 013 -6.30
KLCI 1,610.15 0.66 1.85
STI 2,778.55 1311 -13.79
Dollar Index 92.42 -0.24 -4.12
WTI oil ($/bbl) 41.43 0.22 -32.15
Brent oil ($/bbl) 43.75 -0.16 -33.71
Gold (S/oz) 1,885.10 -0.14 2350
CPO (RM/tonne) 3,500.00 -0.07 1568
Source: Bloomberg
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Overnight Economic Data

us ¥ Japan
Australia
Up Next
Date Event
18/11 UK CPI YoY (Oct)
EU CPI YoY (Oct F)
US MBA Mortgage Applications (13 Nov)
US Building Permits MoM (Oct)
US Housing Starts MoM (Oct)
19/11 AU Employment Change (Oct)

AU Unemployment Rate (Oct)

US Initial Jobless Claims (14 Nov)

US Philadelphia Fed Business Outlook
(Nlw) .
US Leading Index (Oct)

US Existing Home Sales MoM (Oct)

Source: Bloomberg
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Macroeconomics

US retail sales disappointed; industrial production rebounded;

homebuilding sentiment hit record high:

Retail sales rose 0.3% MOM to $553.5b in October (Sep: +1.6%
revised), missing analysts’ forecast of 0.5% growth. This marks
retail sales’ slowest gain since May after the economy reopened.
Compared to the same period last year, sales were 5.7% YOY
higher (Sep: +5.9%). The weaker retail sales last month was a
result of broad-based retreat in demand for almost all categories
of goods (sales of clothing, food & beverages fell, while sales of
vehicles and gasoline decelerated). Gain in retail sales for control
group, a gauge of core retail sales retreated to a mere 0.1%
MOM (Sep: +0.9%). Online retail sales managed to rebound by
3.1% from previous month’s fall and represented 29% YOY
growth, reflecting consumers’ continuous preference to shop
online in a pandemic.

Industrial production rose 1.1% MOM in October, more than
offset the 0.4% fall in the prior month. According to the Federal
Reserve, the output has recovered much of its 16.5% record fall
from Feb-April at the onset of the pandemic but nonetheless still
5.6% lower than the pre-pandemic level in February. YOY, output
was also 5.3% lower compared to same month last year.
Manufacturing (+1.0% MOM) and utilities (+3.9% MOM) drove
overall growth; mining output fell 0.6% MOM.

Import price index fell for the first time in six months by 0.1%
MOM in October (Sep: +0.2%) on the back of stronger dollar. This
translates to a YOY decline of 1.0% (Sep: -1.4%) which indicates
the absence of imported inflation.

The NAHB Housing Market Index surged to an all-time high of 90
in November (Oct: 85), beating analysts’ forecast of 85.
Homebuilders’ optimism is at the most upbeat level in history as
low interest rates and the pandemic driven suburban shift
continued to drive present and future sales.

e Australia RBA reaffirmed dovish stance; Westpac Leading Index

showed improved outlook

The RBA latest meeting minutes reaffirmed its dovish monetary
policy stance. The RBA had during the meeting decided to
expand its QE program to include purchase of AUD100m worth
of longer dated (around 5 to 10 years) government bonds. Cash
rate and the three-year yield target were cut to 0.1%. The Board
expects the cash rate to remain at its current level for at least 3
years. The minutes also remove speculations that the RBA
would cut cash rate to negative level officials agreed that “hat
there was little to be gained from short-term interest rates moving
into negative territory and continued to view a negative policy
rate as extraordinarily unlikely.” RBA said that “the focus over the
period ahead will be the government bond purchase program”.
The Westpac Leading Index rose slightly to 96.31 in October
(Sep: 96.2). Notably, the six-month annualised growth rate
jumped to 3.25% from previously negative readings, indicating a
huge improvement in growth outlook for the Australia’s economy
over three to nine months into the future after the economy
emerged from the most recent lockdown.

Australia wage price index rose 0.1% QOQ in the third quarter of
2020, easing from the 0.2% growth prior. This translates to a
mere 1.4% YOY in 3Q (2Q: +1.8%), its weakest growth on
record as the pandemic dragged down wage growth substantially
since 2Q.

Forex

MYR (Neutral-to-Bullish)

e USD/MYR weakened for the fourth session, losing 0.26% to close at 4.1045 on
Tuesday. The pair is now eyeing 4.10 key support but cautious sentiment
overnight as reflected in the mixed USD performance could diminish this
possibility, keeping the pair within 4.10-4.12 today. For the week, we remain
neutral to bullish MYR as improving risk sentiments will likely dampen the bid
tone in the greenback despite occasional flips from vaccine and pandemic
headlines.

e Factors supporting: Economic recovery, less dovish MPC, USD weakness

e Factors against: Risk aversion, domestic politics, second lockdown.

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

e DXY was 0.24% down on Tuesday, as JPY and GBP gained. This brought DXY
to a close of 92.42 after a low of 92.27. We are neutral-to-bearish on the USD
for the week ahead, more for EM than G10 FX. However, post-US election risks
and Covid-19 still remain. Low of 92.13 eyed before immediate support around
91.70, with a rebound likely to test 93.50 resistance.

e Factors supporting: Risk aversion, Covid-19 resurgence

e Factors against: Fed accommodation, potential US stimulus,
sentiments

Buoyant

EUR (Neutral)

e EUR/USD reached a high of 1.1894 on Tuesday but momentum was weak as
we anticipated. This meant only modest gains of <0.1% on Tuesday. Event risks
and poor fundamentals may weigh on the EUR near-term. Resistance at 9
November high of 1.1920.

e Factors supporting: Economic data rebound

e Factors against: Risk aversion, Covid-19 outbreak

GBP (Neutral)

e GBP/USD led gains among G10 during dollar weakness. This brought pair to a
high of 1.3272 before a slight retreat to a 1.3246 close. We are neutral on the
GBP. We see a range of around 1.30-1.33. Brexit negotiations remain slow as
the deadline of a trade deal nears (transition period ends 31 December).

e Factors supporting: Breakthrough in news, USD weakness

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

JPY (Neutral)

e USD/JPY came off further towards a close of 104.19, touching a low of 104.07 in
the process. We turn neutral on the JPY at current levels, seeing a range of
104-105 for now. A breakaway may signal at more momentum either way. We
see bias towards further downward moves compared to upward moves, due to
dollar weakness.

e Factors supporting: BOJ policy, risk aversion

e Factors against: Weak fundamentals

AUD (Neutral-to-Bullish)

e AUD/USD came off on Tuesday after the 5D high of 0.734 reached intraday.
AUD/USD came off to close at 0.7301. We see a range of 0.71-0.735 for the
week ahead. RBA said it is not concerned regarding recent currency strength.
Trade tensions between Australia and China may weigh against further gains
above 0.74. However, dollar weakness should provide ample support.

e Factors supporting: Fundamentals improve from current levels

e Factors against: Risk aversion, RBA policy
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e Japan exports recorded small decline, best performance since
late 2018:

Exports surprised on the upside, recording its smallest decline of
0.2% YOY (Sep: -4.9%) since Nov-18. This beats consensus
forecast of -4.5%. Exports had been falling for the 234
consecutive months but the rate of decline had tapered off in
recent months as the global economy reopened. The recent surge
in coronavirus cases across its major partners such as Europe
and the US may post downside risk to Japan’s trade outlook as
fresh lockdowns heading into winter may curtail demand.

Imports meanwhile fell more than expected by 13.3% YOY in
October (Sep: -17.4%); consensus were expecting a smaller 8.8%
decline. Nonetheless, October's print was considered an
improvement, as exports recorded smaller fall for the third month.

SGD (Neutral-to-Bullish)

USD/SGD saw some modest downward moves again on Tuesday, with
a low of 1.3421 and close of 1.3428. We are neutral-to-bullish on the
SGD for the following week. We see 1.3582 as the resistance for the
week, with 1.3410 the support barrier.

Factors supporting: Economic recovery, CNH strength

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