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Daily Market Highlights

91.583 high reached on 5 February so far, turns our attention

Key Takeaways Market Snapshots
US stocks rose modestly on Friday to record highs, despite -
a disappointing job report. Overall stocks closed out last L) e DEL I
week with gains, spurred by optimism surrounding President | Dow Jones Ind. 31,148.24 0.30 1.77
Biden’s stimulus program as well as ongoing vaccination in  |[s&p 500 3,886.83 0.39 3.48
the US while the GameStop retail trading frenzy died down. FTSE 100 6,489.33 022 0.45
On Friday, the main US indexes picked up 0.3-0.6% d/d to hit
their all-time highs which resulted in a 3.9-6.0% w/w gains. Hang Seng 29,288.68 -0 7.5
Equities have also broadly rallied in Europe and Asia as |KLCI 1,578.63 -0.40 -2.99
markets turned risk-on over the week. STI 2,907.11 0.05 2.23
y ; o e ] G § Dollar Index 91.04 -0.53 1.16
onger term reasury yields continued to increase on .
Friday; 10Y UST yield last traded at 1.16% after having risen HiellE ) >6.85 5E0 178
by nearly 10 bps over the past week. Gold futures swung | Brent oil ($/bbl) 59.34 0.85 15164
between gains and losses and finished the week nearly 2.0% | Gold (S/oz) 1,810.90 1.23 -4.21
lower at $1810.9/0z. The dollar index shed 0.5% on Friday |cpo (RM/tonne) 3,785.00 1.61 -0.08
thanks to a weaker US job data but managed to secure a Source: Bloomberg
weekly gain of 0.5%. Crude oil prices rallied for the past
week as falling crude inventory signalled stronger recovery . o
in demand. Brent crude rose 6.2% w/w to $59.34/barrel FX Daily Change vs USD (%)
while WTI jumped by 8.9% w/w to $56.85/barrel, back to AUD 1.03
their pre-pandemic levels. EUR 0.69

CHF 0.61

The US economy added only 49k jobs in December despite NzD 0.59
earlier indicators pointing to higher jobs gains. This reflects CAD 0.50
job losses in the retail, manufacturing, construction and GBP 0.46
hospitality sectors which offset gains in business services SGD 0.22
jobs. Unemployment rate went down to 6.3%, partially CNH 0.19
thanks to lower participation rate. US’ trade deficit also N::: 0.24 0.17
ballooned to 12-year high of $678.7b for the full year of —~
2020. Singapore’s retail sales fell 3.6% y/y in December -0.50 0.00 0.50 1.00 1.50
while Australia’s retail sales recorded a solid 2.5% a/q s, e Bloomberg
growth in 4Q.
DXY pulled back by 0.53% on Friday after the high of 91.58 Overnight Economic Data
seen on 4 February. Lower than expected NFP numbers us ¥ singapore 7
increased expectations of stimulus, weakening the dollar. We Australia 0\
are neutral-to-bullish on the USD for the week ahead. For the
week ahead, focus is on CPl and initial jobless claims data. The Up Next

to the 92-93 range. 08/02 MA Industrial Production YoY (Dec) -2.20%
MA Foreign Reserves $107.8b
USD/MYR hit as high as 4.0765 before closing at 4.0670 on EC Sentix Investor Confidence (Feb) 13
Friday. This marked the pair’s fourth consecutive positive 09/02 N Labor Cash Earnings YoY (Dec) -1.80%
session, bringing the week-on-week gain to 0.74%. Surprise AU NAB Business Confidence (Jan) 4
USD strength amid US recovery story vis-a-vis other majors US NFIB Small Business Optimism (Jan) 95.9

spurred by stimulus and vaccine optimism, and reinforced by
positive US economic releases, have temporarily shifted FX
moves in our view. We are turning slightly bearish on MYR in
another holiday-shortened week ahead, eyeing a 4.05-4.09
range. The release of Malaysia 4Q GDP will likely see a slightly
bigger contraction in the wake of reintroduction of
conditional movement control orders during the last quarter
of the year.

Source: Bloomberg
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Macroeconomics

US economy added fewer jobs than expected:

Nonfarm payrolls rose a mere 49k in January, a big disappointment

compared to analysts’ forecast of 105k. Moreover, new payrolls for

the previous two months were also revised downwards collectively
by 159k (Fewer job gains in November and more job losses in

December).

— In January, the manufacturing (-10k) and construction (-3k)
sectors reported job losses. The overall services sector saw a
mere job gains, as the sharp gain in professional and business
services (+90k) were offset by losses in Leisure and hospitality,
retail trade as well as transportation and warehousing. The
modest pace of job growth added to signs of slower than
expected job revivals in the US.

—  Unemployment rate meanwhile fell considerably to 6.3% in
the same month (prior: 6.7%), partially reflecting lower labour
force participation rate.

— A separate report meanwhile showed that US trade deficit
narrowed to $66.6b in December (Nov: -$69.0b), thanks to
faster exports growth (+3.4% m/m), compared to 1.5% gain in
imports. The annual trade deficit for full year of 2020
amounted to a 12-year high of $678.7b, from $576.9b in 2019.

Singapore's retail sales performances reflect distorted spending

habits during a pandemic:

—  Retail sales contracted 3.6% y/y in December, worse than the
1.9% decrease in November. However, high base effects were
responsible for deflated numbers. We note that these were
slightly below our forecast of -2.7% y/y and consensus
expectations of -2.2%.

— Demand for motor vehicle sales also stayed constructive
(amid rising COE premiums), rising 3.3% y/y and overall a fifth
consecutive month of expansion. Ex-motor vehicles, retail
sales decreased 4.5% y/y from a drop of 2.8% a month ago.

—  The outlook for the coming months will likely stay relatively
subdued. Levels are likely to improve only gradually, and in an
uneven fashion. Still, the Lunar New Year festival is a near-
term upside opportunity for retail sales growth.
Improvements in the labour market outlook should also be
slightly supportive of retail sales growth. Lower base effects
(due to subdued economic activity levels in the circuit breaker
period in April to June 2020) will likely help growth numbers
look better by 2Q-2021.

Australia retail sales recorded solid 4Q growth: Australia’s retail
sales fell 4.1% m/m in December, its first decline since September.
This followed the sharp 7.1% jump in November. in 4Q, retail sales
rose 2.5% q/q, better than analysts’ expectation of 1.9% growth
(3Q: +6.5%). The continuous growth reflects solid consumer
spending after the restrictions in Victoria State was lifted. This is
likely to extend into 1Q considering the fact that the pandemic is
well contained (the country is reporting single-digit daily cases for
now).

Forex

MYR (Neutral-to-Bearish)

USD/MYR hit as high as 4.0765 before closing at 4.0670 on Friday.
This marked the pair’s fourth consecutive positive session, bringing
the week-on-week gain to 0.74%. Surprise USD strength amid US
recovery story vis-a-vis other majors spurred by stimulus and
vaccine optimism, and reinforced by positive US economic releases,
have temporarily shifted FX moves in our view. We are turning
slightly bearish on MYR in another holiday-shortened week ahead,
eyeing a 4.05-4.09 range. The release of Malaysia 4Q GDP will likely
see a slightly bigger contraction in the wake of reintroduction of
conditional movement control orders during the last quarter of the
year.

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

DXY pulled back by 0.53% on Friday after the high of 91.58 seen on
4 February. Lower than expected NFP numbers increased
expectations of stimulus, weakening the dollar. We are neutral-to-
bullish on the USD for the week ahead. For the week ahead, focus is
on CPI and initial jobless claims data. The 91.583 high reached on 5
February so far, turns our attention to the 92-93 range.

EUR (Neutral-to-Bearish)

EUR/USD rebounded to above 1.2000, closing at 1.2056 for the
week. We are neutral-to-bearish on the EUR, as positioning stays
with the dollar. A break of 1.2000 support now shifts our attention
to a 1.1800-1.1900 range, after EUR/USD closed at 1.1964 on
Thursday. Industrial production will likely be the data focus for the
coming week, with markets expecting subdued growth figure.

GBP (Neutral)

GBP/USD rebounded on Friday after Thursday’s weakness, closing at
1.3735 from the previous day’s close of 1.3672. We are neutral on
the GBP. Anticipate weekly range of 1.3600-1.3800. Leading
vaccination rates and falling Covid-19 infection rates are helping
with a strong pound for now, but there is an absence of further
drivers. A reopening of the economy can help support against
downside risks. 4Q GDP is released on 12 February.

JPY (Neutral-to-Bearish)

USD/JPY registered a small gain of 0.14% on Friday, closing at
105.39. We are neutral-to-bearish on the JPY for the coming week,
as technicals show momentum for JPY weakness. We now look
towards a range of 106.00-107.00 should dollar strength persists.
Current account for December is the pick of the Japanese economic
calendar the coming week.

AUD (Bearish)

AUD/USD rallied by more than 1.0% on Friday, closing at 0.7678
showing a recovery after a low of 0.7564 hit on 2 February. We are
bearish on the AUD for the week ahead, mainly concerned about
correction from prior rallies and risk aversion. Focus will likely be on
a 0.7400-0.7600 range near term.

SGD (Neutral-to-Bearish)

USD/SGD took a breather from climbing, slightly down by 0.22% d/d
to a close of 1.3346. We are neutral-to-bearish on the SGD. With
pair now touching a YTD high of 1.3383 on 4 February, moving away
from the 1.33 big figure previously, we see scope for the pair to test
the 1.3450 resistance. Only a retreat back to 1.3300 will signal a
reversal of prior momentum upwards.
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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.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial
services group. These entities engage in a wide range of commercial and investment banking, brokerage, funds management,
hedging transactions and other activities for their own account or the account of others. In the ordinary course of their
business, HLB Group may effect transactions for their own account or for the account of their customers and hold long or
short positions in the financial instruments. HLB Group, in connection with its business activities, may possess or acquire
material information about the financial instruments. Such activities and information may involve or have an effect on the
financial instruments. HLB Group have no obligation to disclose such information about the financial instruments or their
activities.

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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