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Daily Market Highlights

Key Takeaways Market Snapshots

e US stocks rebounded ahead of the Georgia runoff elections Last Price DoD % YTD %
results that w_ould decide WhIC-h party hoIQs the majorl.ty in the Dow Jones Ind. 30,391.60 0.55 070
Senate. Some investors are seeing a potential Democratic sweep
i.e. more fiscal supports for the US economy. The Dow Jones S&P 500 3,726.86 0.71 -0.78
gained 0.6%, the S&P500 picked up 0.7% while NASDAQ rose |FTSE 100 6,612.25 0.61 2.35
zearly 1%, in ad session d:ven b¥ higher teclr:j, consur;e‘; Hang Seng 27,649.86 064 134

iscretionary and energy shares. Treasury yields recorde
sharper jumps across the board by 0.8 to 4.7bps as investors LK) 1,608.35 036 -1H6
exited the bond market. 10Y UST yield went up 4bps to 0.95%. |STI 2,859.68 0.03 0.56
Gold futures gained for the fifth session albeit more modestly | pollar Index 89.44 -0.48 -056
0,

b0 4%itais135¢.40/ oz WTI oil ($/bbl) 49.93 485 291

e Saudi Arabia made a surprise announcement that it would | Brent oil ($/bbl) 53.60 491 3.47
voluntarily cut 1mil barrels of crude productions starting next | Gold (S/oz) 1,954.40 0.40 3.17
month, in a move to stabilise prices and signalling its worry on | cpo (RM/tonne) 3,850.00 177 2795

poor crude demand this year amid surging coronavirus. This
came on top of earlier news that OPEC+ had decided not to
raise the output quota dramatically in February. Some

Source: Bloomberg

producers are allowed a small increase in production while some FX Daily Change vs USD (%)
are keeping them flat. Both news sent oil prices soaring nearly AUD 1.23
5% DOD with Brent settling at $53.60/ barrel while WTI notched NzD 1.06
higher to $49.93/barrel. Both benchmarks are now at its highest CAD 0.83
levels since late February last year prior to the massive pandemic GBP 0.41
slumps. EUR 0.41
JPY 0.40
e Data were limited to US ISM Manufacturing Index which CCT-I: (;)3312
recorded an unexpected 3.2pt-increase in December that was SGD 0 2.;,
driven by higher output, production, employment as well as MYR  -0.27 :

lead time. The report is in line with the Markit manufacturing
PMI; both highlight the US supply chain constrain amid a raging -0.50 0.00 0.50 1.00 1.50
pandemic. Meanwhile Singapore retail sales fell slower by 1.9%

Source: Bloomberg

YOY in November, better than analysts’ forecast of a 8.5%
decline, a positive sign for economic recovery.

Up Next
e DXY broadly weakened by around 0.5% on Tuesday, touching a Date Events Prior
low of 89.428. Oil price spikes supported commodity related 06/01  SG Markit Singapore PMI (Dec) 46.7
currencies at the expense of the dollar. Rising inflation HK Markit Hong Kong PMI (Dec) 50.1
expectations also dampened on the dollar. We lean towards IN Jibun Bank Japan PMI Services (Dec F) 47.2
further downsides in the week ahead, looking at 89.0 for the CH Caixin China PMI Services (Dec) 57.8
DXY. The Georgia Senate election may shape direction, with a EC Markit Eurozone Services PMI (Dec F) 47.3
Democrat victory possibly dollar-negative. UK Markit/CIPS UK Services PMI (Dec F) 49.9
US ADP Employment Change (Dec) 307k
e USD/MYR corrected from recent low, recovering modestly by US Markit US Services PMI (Dec F) 55.3
0.3% to 4.0160. This comes as risk aversion helped support USD US Factory Orders (Nov) 1.00%
in Tuesday’s Asian session. The pair would attempt to breach 07/01  US FOMC Meeting Minutes (16 Dec) -
4.00 support again today as MYR bulls are restored by soaring JN Labor Cash Earnings YoY (Nov) -0.70%
oil prices and weak USD. In the short term, any recovery or AU Trade Balance (Nov) AS7456m
correction is likely to be short term (pair is at oversold level), as EC Retail Sales MoM (Nov) 1.50%
extended dollar weakness is expected to send the pair lower EC Economic Confidence (Dec) 87.6
again. EC CPI Estimate YoY (Dec) -0.30%
US Initial Jobless Claims (02 Jan) 787k
US Trade Balance (Nov) -$63.1b
US ISM Services Index (Dec) 55.9

Source: Bloomberg
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Macroeconomics

Surprise jump in US ISM Manufacturing Index highlights strong
manufacturing growth and supply chain strain: The ISM
Manufacturing Index rose to 60.7 in December, from 57.5 in
November, better than analysts’ expectation of 56.8. This marked
the index’s sharpest upturn in more than two years, signaling a
robust growth in the manufacturing industry that was driven by
increase in new orders and productions alongside higher supplier
deliveries, confirming the strain in the supply chain amid a raging
pandemic. Notably, employments increased after having
contracted in the prior month, a positive indicator for the
upcoming NFP report. Overall report is consistent with the Markit
US Manufacturing PMI released yesterday (57.1 vs 56.7)

Broad-based and better-than-expected Singapore retail sales

result in November:

—  Retail sales fell by 1.9% YOY in November, from -8.5% in
October. Consensus forecast was for 8.1% decline. A strong
MOM pick up (+7.3%) signals a recovery in economic activities
and momentum. It also bodes well for the December result.

— Notable improvements include department stores, furniture
and household equipment, watches/jewellery, and
computers/telecommunication equipment. These grew by
double digits compared to the previous months. Retail sales for
motor vehicles grew a fourth consecutive month. Excluding
motor vehicles, retail sales improved to -2.9% YOY from -11%
a month ago.

—  The proportion of online sales increased to 14.3% of the total
in November, from 10.5% in October. This may have reflected
the 11.11/Black Friday campaigns. The trend of some diversion
of retail sales from brick and mortar stores to online stores is
set to continue in 2021, given more familiarity, attention and
the infrastructure to support it. It is also notable that furniture
and household equipment online sales took up 28.7% of total
sales in November.

—  For December retail sales, we expect another MOM increase.
This is likely helped by Singapore Rediscovers campaign, as
domestic tourism increases further in December. The MOM
print may be depressed by high base effects.

Forex

MYR (Neutral to Bullish)

USD/MYR corrected from recent low, recovering modestly by 0.3%
to 4.0160. This comes as risk aversion helped support USD in
Tuesday’s Asian session. The pair would attempt to breach 4.00
support again today as MYR bulls are restored by soaring oil prices
and weak USD. In the short term, any recovery or correction is likely
to be short term (pair is at oversold level), as extended dollar
weakness is expected to send the pair lower again.

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 broadly weakened by around 0.5% on Tuesday, touching a low
of 89.428. Qil price spikes supported commodity related currencies
at the expense of the dollar. Rising inflation expectations also
dampened on the dollar. We lean towards further downsides in the
week ahead, looking at 89.0 for the DXY. The Georgia Senate election
may shape direction, with a Democrat victory possibly dollar-
negative.

Factors supporting: Return of risk aversion, Global tensions

Factors against: Ultra-easy Fed policy to continue, economic
recovery, vaccination

EUR (Neutral)

EUR/USD gained by more than 0.4% on Tuesday, close to the 1.23
big figure. This was pushed by a weak dollar. While we still see a 1.22-
1.232 range, a breakaway from the top of the range may see focus
turn to 1.24 big figure.

Factors supporting: Improvement in Eurozone fundamentals
Factors against: Risk aversion, Covid-19 outbreak, ECB introducing
further monetary measures

GBP (Neutral)

GBP/USD steadily climbed on Tuesday, reaching a high of 1.3642 in
the process. The dollar weakness remained a key support for the
pound, despite certain uncertainty. We see a 1.3490-1.3704 range,
although bias may be on the upside. Covid-19 infections
(government said that 1 in 50 in England has the virus) may dampen
on any further rallies.

Factors supporting: Rapid increase in vaccination rates

Factors against: Risk aversion, Covid-19 outbreak, Bank of England
increasing monetary accommodation

JPY (Neutral)

USD/JPY came off on Tuesday, hitting a low of 102.61 before closing
nearby. Movements remain driven by dollar. We anticipate a range
of around 102-103 over the coming 5 days. A breakaway from the
102.60 low is likely to shift focus to the next 101.19 support.
Factors supporting: BOJ policy, risk aversion

Factors against: Weak fundamentals, Covid-19 outbreaks in Japan

2



6 January, 2021

3= HonglLeong Bank

AUD (Neutral-to-Bullish)

AUD/USD outperformed on Tuesday and rose by more than 1.2%,
touching a high of 0.7780 in the process. This brought about a shift of
focus towards the 0.78-0.80 range. We stay bullish and watch
whether the 0.78 resistance can hold for now.

Factors supporting: Fundamentals improve from current levels,
export recovery (terms of trade)

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

SGD (Neutral-to-Bullish)

USD/SGD came off by ¢.0.23% on Tuesday, although underperformed
G10 movements. In the process, pair reached a low of 1.3172. With
support of 1.3162 in sight, a breakaway will shift attention to next
1.3120 level. SGD may also benefit from Asia FX strength in the
coming week. Hence, we stay constructive on the 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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