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Global Markets Research

Daily Market Highlights

Key Takeaways Market Snapshots

e US stock benchmarks retreated from record high overnight Last Price DoD % YTD %
after recent rally ahead of Thanksgiving holiday. The Dow
Jones fell 0.6% from the 30,000 mark, while the S&P500 slipped Dow Jones Ind. 29.872.47 -0.58 4.
nearly 0.2%. NASDAQ meanwhile managed to post a 0.5% gain. S&P 500 3,629.65 -0.16 12135
This comes as a series of US economic data painted a mixed FTSE 100 6,391.09 -0.64 -15.26
picture of the economy with rising initial jobless claims affirming Hang Seng 26,669.75 0.31 -5/39
concerns over slower job growth. The pandemic is still raging KLCI 1,597.58 1.22 0.56
across the country, reporting 136k new cases on
Wednesday. Meanwhile, the latest FOMC meeting minutes STl 2.869.55 -0.76 =109
revealed that the Fed intended to enhance its QE program. Dollar Index 91.99 -0.25 -4.56
WTI oil ($/bbl) 4571 1.78 -25.47
e Treasury yields were mixed (-0.2 to +1.8bps) across the curve Brent oil ($/bbl) 48.61 1.57 -26.35
as cautious sentiment took hold of markets. 10Y UST yield was Gold (S/02) 1,805.50 0.05 1866
flat (+0.2bps) at 0.882%. Gold futures held steady (+0.05%) at
$1805.50/0z as the dollar weakened further. The dollar index CPO (RMitonne) 3,451.50 931 1488
was down by 0.25% to 91.99. Major currencies strengthened Source: Bloomberg
against USD except for JPY and CAD which were little changed. FX Daily Change vs USD (%)
Oil prices extended rallies by 1.6-1.8% to 8-month highs; Brent
crude closed at $48.61/barrel and WTI settled at $45.71/barrel. NZD 0.42
CHF 0.31
e US data were mixed as mentioned earlier — initial jobless EUR 021
claims rose to 778k last week. Personal spending rose for CNH 0.20
sixth month but personal income fell. Core PCE inflation GBP 0.17
stayed subdued. University of Michigan Consumer Sentiment SGD 0.16
Index reflects less optimistic outlook. The second estimate left the AUD 0.05
3Q GDP growth unrevised at an annualised 33.1% QOQ. JPY -0.02
Goods trade deficits widened thanks to a rebound in imports MYR -0.02
while both durable goods orders and core capital orders beat CAD -0.08
expectations. New home sales fell slightly but still at elevated 020 -0.10 000 010 020 030 040 050
levels. Elsewhere, New Zealand annual trade surplus was the

Source: Bloomberg

Overnight Economic Data

highest since July 1992, reflecting sharp drop in imports.
Malaysia CPI fell 1.5% YQY and is on track for a 1.0% annual

decline.
us 2  Malaysia 7

o DXY continued to weaken even as US stocks experienced some

profit taking. Overall, DXY was down 0.25%, to a close of 91.99,

hitting a low of 91.928 in the process. We stay neutral-to- Up Next

bearish on the USD for the week ahead. Post-US-election risks Date Event Prior

are fading, although Covid-19 remains a strong threat to the US 26/11 | SC Industrial Production YoY (Oct) 24.2%

economy. Immediate support around 91.70, with a rebound likely - NZ ANZ Consumer Confidence Index 108.7

to test 92.50 resistance first. (Nov)

CN Industrial Profits YoY (Oct) 10.1%

e USD/MYR was little changed at 4.0870 on Wednesday. We EU Economic Confidence (Nov) 90.9

remain neutral to bearish on USD/MYR on the back on broad

dollar weakness. There is still room for the pair to move lower, EU Consumer Confidence (Nov F) -17.6

with potentials to break the 4.08 key support today especially in
the event of an affirmative Budget vote. Our weekly expected
range is 4.05-4.10.

Source: Bloomberg

1



26 November, 2020

3% HongLeong Bank

Macroeconomics

Federal Reserve signaled intention to alter bond buying program:

The latest FOMC minutes revealed that the Federal Reserve
prepared to announce revised guidance on its asset purchase
program as soon as the next meeting in December.

It says that “many participants judged that the Committee might
want to enhance its guidance for asset purchases fairly soon”,
indicating the Fed is set to enhance its current packages of bond
buying program. A few officials however were hesitant to make
such changes citing considerable uncertainty about the economic
outlook.

Immediate adjustments to the pace and composition of asset
purchases were not necessary but officials “recognized that
circumstances could shift to warrant such adjustments”.
“Participants saw the ongoing careful consideration of potential
next steps for enhancing the Committee’s guidance for its asset
purchases as appropriate”.

Initial jobless claims rose for second week; consumer spending

rose for sixth straight month but income fell:

Initial jobless claims unexpectedly rose for the second straight
week to 778k for the week ended 21 Nov (prior: 748k), another
signs of slower job growth.

The latest Personal Outlay Report said that US consumer
spending rose 0.5% MOM in October (Sep: +1.2%), marking its
sixth back-to-back monthly growth.

Personal income however fell 0.7% MOM (Sep: +0.7%),
reflecting fall in government’s additional jobless benefits.

The same report shows core PCE price index was unchanged
MOM and gained 1.4% YOQY (Sep: +1.6%) as consumer inflation
remained weak.

University of Michigan Consumer Sentiment Index slipped to
76.9 in November (Oct: 81.8); the weaker optimism stemmed
from less optimistic growth outlook following the imposition of
new restrictions to contain surging virus in the US.

Second estimate showed that third quarter GDP growth was
unrevised at annualized 33.1% QOQ (2Q: -31.4%).

e Higher goods imports widened trade deficit; durable goods

orders beat estimate:

Goods trade deficit widened to $80.3b in October (Sep: -$79.4b)
reflecting a rebound in exports (+2.2% vs 0%) and slower
exports growth (+2.8% vs +3.2%).

Durable goods orders beat expectations, increasing by 1.3%
MOM in October alongside a revised growth of 2.1% in
September, pointing to robust manufacturing demand.

Growth of core capital orders, a gauge of business spending
also surprised on the upside at 0.7% MOM while previous
month’s gain was also revised substantially higher (Sep: +1.9%).
New home sales snapped a four-month winning streak,
recording a small 0.3% MOM decline in October (Sep: +0.1%) to
an annualised pace of 999k units, nonetheless still a very high
level.

The MBA mortgage applications rebounded by 3.9% for the
week ended 20 Nov (prior: -0.3%) after having declined slightly
for the two previous weeks.

Forex

MYR (Neutral-to-Bullish)

USD/MYR was little changed at 4.0870 on Wednesday. We remain neutral to
bearish on USD/MYR on the back on broad dollar weakness. There is still room
for the pair to move lower, with potentials to break the 4.08 key support today
especially in the event of an affirmative Budget vote. Our weekly expected range
is 4.05-4.10.

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 continued to weaken even as US stocks experienced some profit taking.
Overall, DXY was down 0.25%, to a close of 91.99, hitting a low of 91.928 in the
process. We stay neutral-to-bearish on the USD for the week ahead. Post-US-
election risks are fading, although Covid-19 remains a strong threat to the US
economy. Immediate support around 91.70, with a rebound likely to test 92.50
resistance first.

Factors supporting: Risk aversion, Covid-19 resurgence

Factors against: Fed accommodation, potential US stimulus,
sentiments

Buoyant

EUR (Neutral)

EUR/USD rose by 0.21% to a close of 1.1917, hitting resistance with a 1.1930
high on Wednesday. Looking ahead, we expect event risks and poor
fundamentals to cap upside on the EUR near-term. After the resistance at 9
November high of 1.1920 was briefly broken, attention will likely turn towards
1.20.

Factors supporting: Economic data rebound

Factors against: Risk aversion, Covid-19 outbreak

GBP (Neutral)

GBP/USD stayed elevated with a 1.3398 high on Wednesday, before closing at
1.3380 on Wednesday. No Brexit developments did not dampen bid tone,
although we see some consolidation ahead. Resistance around 1.3482.

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 stayed horizontal moving, underperforming G10 currencies. Pair stayed
within a narrow 104.26-104.60 range, closing at 104.46. We see risk of range
movements for now, in the absence of risk aversion. For JPY, gains are still
possible if dollar weakens, eyeing the low of 103.18 hit on 6 November.

Factors supporting: BOJ policy, risk aversion

Factors against: Weak fundamentals

AUD (Neutral-to-Bullish)

AUD/USD was flat on Wednesday, consolidating after prior gains. Pair stayed
within 0.7325-0.7373 range intraday, closing at 0.7365. While we maintain view
of potential gains for AUD, trade tensions between Australia and China may
weigh against significant gains above a 0.74 resistance.

Factors supporting: Fundamentals improve from current levels

Factors against: Risk aversion, RBA policy

SGD (Neutral-to-Bullish)

USD/SGD hit 1.34 on Wednesday, reaching a low of 1.3392 before a close at
1.3402. This comes after dollar weakness. Reaching the YTD low (and our end-
2020 forecasts) indicates room for slight SGD strength against the USD in the
coming week. Industrial production data (if buoyant) may remain supportive of
the SGD, and we see 1.335 as the psychological support for now.

Factors supporting: Economic recovery, CNH strength

Factors against: Risk aversion, trade war, US-China
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New Zealand annual trade surplus at 28-year high:

New Zealand annual trade surplus hit 28-year high at NZD2.19b
in October (Sep: 1.65b), reflecting 10% decline in imports to
NZD58b in the 12 months to October. This was driven in part by
restrictions on international and domestic travel imposed in
March according to StatNZ.

In the same period, exports rose 1.2% to NZD60b as annual
exports for key goods such as dairy products and fruit are higher
compared to a year ago.

Malaysia experienced extended decline in prices:

Headline Consumer Price Index (CPI) continued to see negative
print for the 8th straight month in October, falling 1.5% YOY
(Sept: -1.4% YQY), as extended declines in transport (-10.2%
YQOY) and utilities (-3.0% YOY) prices remained a drag in the
wake of lingering weakness in global crude oil prices and
electricity tariff discounts.

YTD October, headline CPI averaged -1.1% YOY and we expect
the CPI reading to continue hover close to current levels in the
remaining two months of the year before settling the year at an
average -1.0%.

While official forecast shows a rebound in headline CPI back to
the usual 2.0-3.0% next year, our estimate shows CPI will likely
undershoot the 2.0% level amid still soft global crude oil prices,
and in the absence of both supply as well as demand side
factors.
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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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