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Daily Market Highlights

Key Takeaways Market Snapshots
e  US Capitol Hill was put on lockdown as Pro-Trump supporters Last Price DoD % YTD %
stormed the legislative building, effectively suspending the Dow Jones Ind 30.829.40 1.44 0.8

certification of Joe Biden'’s election victory. US stocks ended

on a mixed note as investors exited tech shares and piled into S&P 500 3,748.14 2 021
bank and health care sectors, anticipating a Democratic sweep |FTSE 100 6,841.86 3.47 5.90
of Congress following the Georgia runoff elections. Latest |HangSeng 27,692.30 0.15 1.69
headlines corTfl.rmed that the Democr.ats dquble_vnctorle_s left |\ ci 1,591.97 2102 247
the Senate divided evenly at 50-50; incoming Vice President
Kamala Harris (as the President of Senate) would cast a tie- STl 2,863.01 0.12 0.68
breaking vote, thus delivering a Senate and hence |Dollar Index 89.53 0.11 -0.45
congressional majority to the Democratic Party. The Dow Jones |\ oil ($/bbl) 50.63 1.40 4.35
added 438 pts or 1.4% while S&P500 gained modestly by 0.5%. .
Tech-focus NASDAQ index fell 0.6%. Brent oil ($/bbl) 54.30 1.31 4.83
Gold (S/o0z) 1,908.60 -2.34 1.46
e Treasury yields continued to rise sharply across the curve by |CPO (RM/tonne) 3,925.00 Q.53 3.62

1.8 to 9.4bps on projected Democratic win. Notably yield on 5oy rce: Bloomberg
10Y UST hit 1.0% for the first time since March, closing at 1.03%
(+7.6bps). Gold futures snapped winning streak, correcting
from recent high and losing 2.3% to $1908.60/0z. The dollar

FX Daily Change vs USD (%)

had a mixed session, strengthening against JPY and GBP and NZD 0.58
lost out to NzD, AUD and EUR. CAD and CHF were flat. Crude | AUD 0.55
oil prices extended gains following Saudi Arabia’s surprise EUR 0.24
output cut announcement. Brent crude went up to MYR 0.17
$54.30/barrel and WTI added another 1.4% to $50.63/barrel. CHF -0.01
SGD -0.02
e US private sector unexpectedly shed 123k jobs in December, CAD -0.06
marking its first job losses since April which does not bode GBP -0.14
well for tomorrow’s nonfarm payroll numbers. Headline CNH -0.26
factory orders rose for the eighth month, offering upbeat signs JPY -0.32

of the manufacturing sector. A series of services PMI showed
that services activities were mostly down as virus cases
surged although businesses did expected better outlook in _Source: Bloomberg
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2021 following vaccine rollout. Japan’s wages fell sharply in

November as the country battled new virus wave. Up Next
) i Date Events Prior
e  DXY was slightly up on. Wednesday as the Senate election 07/01 AU Trade Balance (Nov) AS$7456m
played out, by 0.11%. This brought DXY to 89.53 at close. Event EC Retail Sales MoM (Nov) 1.50%
risks are high from the Capitol incident. We lean towards EC Economic Confidence (Dec) 87.6
further downsides in the USD in the week ahead, looking at EC CPI Estimate YoY (Dec) 0.30%
89.0 for the DXY. A Democrat sweep in the US Senate election US Initial Jobless Claims (02 Jan) 787k
5 peeslsliy el S, US Trade Balance (Nov) -$63.1b
USD/MYR weakened modestly by 0.2% to 4.0095, in line with US ISM Services Index (Dec) >>9
[ ]
weakened modestly by ©.£7 10 £.0095, In line wi 08/01  IN Household Spending YoY (Nov) 1.90%
broad dollar weakness. The pair would attempt to breach 4.00 MA Foreign Reserves (11658) $105.7b
support again as dollar weakness persisted. In the short term, ECUn mgl ment Rate (Nov) 8 40"y
any recovery or correction is likely to be short term (pair is at Us Che P ?yNe ¢ a eP OV” b 2.45k0
oversold level), as extended dollar weakness is expected to ange in Nonfarm Payrolls (Dec)
. . US Unemployment Rate (Dec) 6.70%
send the pair lower again.
US Average Hourly Earnings YoY (Dec) 4.40%

Source: Bloomberg
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Macroeconomics

Fed minutes showed discussions on QE enhancement:

—  The latest FOMC meeting minute showed that Fed officials
expected economic expansion to slow in the coming months
amid worsening pandemic across the country. In the medium
term, positive vaccine news however had improved the
economic outlook.

—  All official supported enhancing the Fed’s guidance on asset
purchases, adopting qualitative and outcome based guidance.
This would offer more clarity about the role of asset purchase
program in providing monetary policy accommodation.

—  Some officials are open to weighting purchases of treasury
securities of longer maturities and increasing the pace of
purchases. There was also discussion of gradual tapering.
Overall officials saw current pace as being appropriate and
nearly all favoured maintaining the current composition of
purchases.

US private sector unexpectedly cut jobs in December; factory

orders remained strong:

— The US private sector unexpectedly shed 123k jobs in
December according to the ADP National Employment
Report. Consensus forecast was for a 75k gain. The total job
gains in November were also revised down slightly to 304k
(from 307k). Overall goods producing sector cut 18k jobs
while services sector shed 105k employments This marks
private payroll’s first decline since April and losses came from
the leisure, hospitality and retail sector, as the US continues
to record massive daily new infections. The number does not
bode well for Friday’s NFP report.

— Headline factory orders rose for the seventh consecutive
month by 1% MOM in November (Oct: +1.3%), beating
analysts’ estimate of a 0.7% growth, confirming strong
manufacturing demand. Orders of durable goods (+1%) and
core capital goods (+0.5%) also went up.

—  Mortgage applications rose 1.7% last week after the sharper
5.8% decline prior, driven by increase in refinancing
applications amid a general drop in interest rates.

PMlIs showed services activity down in most economies:

—  US Markit Services PMI retreated sharply to 54.8 in December
(Nov: 58.4) from the recent high as new business growth
softened when Covid-19 cases soared.

—  Eurozone Markit PMI rose to 46.4 in December (Nov: 41.7),
reflecting broad-based upturn in confidence. The index
remained firmly below 50 indicating that continuous drop in
activity.

—  UKCIPS/Markit PMI improved to 49.4 in December (Nov: 47.6),
driven by better business expectation. Nonetheless the sub-50
level indicates a sustained drop in services activity linked to
restrictions to contain the pandemic.

— Japan Jibun Bank Services PMI was little changed at 47.7 in
December (Nov: 47.8), highlighting persistent weakness in the
services sector amid new virus wave.

Forex

MYR (Neutral to Bullish)

USD/MYR weakened modestly by 0.2% to 4.0095, in line with broad
dollar weakness. The pair would attempt to breach 4.00 support
again as dollar weakness persisted. 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 was slightly up on Wednesday as the Senate election played out,
by 0.11%. This brought DXY to 89.53 at close. Event risks are high
from the Capitol incident. We lean towards further downsides in the
week ahead, looking at 89.0 for the DXY. A Democrat sweep in the
US Senate election is 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 0.24% on Wednesday, touching a high of 1.2349.
A breakaway from the previous 1.22-1.23 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 was slightly down on Wednesday, weakening 0.14% to a
close of 1.3608. This came as the dollar rebounded slightly. 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 rebounded on Wednesday, reaching a high of 103.44 before
closing at 103.04. Movements remain driven by dollar. We anticipate
a range of around 102-103 over the coming five 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

AUD (Neutral-to-Bullish)

AUD/USD outperformed again on Wednesday and rose by 0.55%,
touching a high of 0.7820 in the process. This brought about a shift
of focus towards the 0.78-0.80 range. We stay bullish and watch for
some stabilisation in momentum ahead.

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

Factors against: Risk aversion, RBA policy, Australia-China relations
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—  China Caixin Services PMI pulled back to 56.3 in December
(Nov: 57.8), in line with the official gauge that suggests some
easing in growth.

—  Hong Kong Markit PMI fell sharply to 43.5 in December (Nov:
50.1), its lowest since April as new wave of virus prompted
tightening of social distancing measures.

—  Singapore Markit PMI rose to the expansionary territory of
50.5 in December (Nov: 46.7), consistent with a series of
improved data recently, pointing to better recovery prospect
as virus stayed under control.

Japan’s wages fell as virus surged in November: Japan’s labour
cash earnings fell more than expected by 2.2% YOY in November,
way below consensus estimate of 0.9% decline as wages fell
substantially in the month when the country began to record above
1000 covid-19 cases on a daily basis. This followed the upwardly
revised 0.7% YOY fall in earnings in the previous month, extending
the losing streak to 8-month long. Within contracted pay, base or
regular pay barely grew at 0.1% YOY while overtime payout fell
10.3% YOY, indicating weaker corporate activity compared to a year
ago. Bonus earnings were nearly 23% YOY lower.

SGD (Neutral-to-Bullish)

USD/SGD was relatively stable on Wednesday, and stayed around
1.318 at close. 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, global tensions
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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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