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08-Dec: Relief rally boosted stocks, yields & oils

Positive Omicron headlines drove up equities, UST yields and oil prices

RBA kept policy intact but signalled tapering in QE; AUD strengthened

US and China reported positive trade data

US stocks rallied overnight, extending from Monday’s gain amid a relief that the
recently discovered Omicron variant is unlikely to trigger a worldwide lockdown
and another economic setback. British pharmaceutical giant GSK said that its
antibody-based treatment (a partnering product with US biotech firm Vir) is
effective on treating the Omicron variant. The Dow Jones and S&P 500 rose 1.4%
and 2.1% respectively while tech-heavy NASDAQ jumped by 3.0%. Earlier, stocks
had also risen in both Europe and Asia.

Treasury yields advanced further on Tuesday, picking up 2-6bps, spurred by the
positive Omicron headlines and continuous expectations that the Fed would
quicken its QE tapering pace; the yield on the benchmark 10Y UST gained 4bps to
1.47%.

The dollar saw another session of mixed performances against its G10
counterparts. USD strengthened modestly against EUR, GBP, JPY but weakened
sharply against the commodity-linked currencies as oil prices rallied. AUD was the
biggest gainer among the G10 group, rising nearly 1.0% after the RBA’s latest
statement signals potential tapering to its QE program in February next year.

USD/MYR closed virtually unchanged at 4.2325 on Tuesday. We remain neutral-to-
bullish outlook on USD/MYR this week, as broad risk aversion in the markets will
likely continue to buoy USD strength, keeping demand for risks at bay. We expect
the pair to maintain a weekly range of 4.20-4.25, with 4.25 serving as a key
psychological resistance.

In the commodity space, gold futures rose 0.3% to $1782.6/0z amid a mixed USD
trajectory. Crude oil prices recovered further as uncertainties surrounding the
Omicron variant eased. Brent crude climbed 3.2% to $75.44/barrel while the US
WTI ticked up by 3.7% to $72.05/barrel, partially attributed to the roughly
3.1million-barrel draw in inventory reported by the American Petroleum Institute
(API).

US trade deficit narrowed as exports surged in October:

The US trade deficit narrowed to $67.1b in October, from the record high of $81.4b
in September, driven by the sharp increase in exports (+8.1% m/m) to an all-time
high level (5223.6b). Imports on the other hand, posted only a modest gain of 0.9%
m/m, albeit also at a record level (5290.7b). The surge in overseas shipments is a
good sign of easing supply chain constraints and suggests that net exports are
expected to have less negative impact on the country’s 4Q GDP growth this year.

Key Market Metrics

Level did (%)
Equities
Dow Jones 35,719.43 1.40
S&P 500 4,686.75 2.07
NASDAQ 15,686.92 3.03
Stoxx 600 480.18 2.45
FTSE 100 7,339.90 1.49
Nikkei 225 28,455.60 1.89
Hang Seng 23,983.66 2.72
Straits Times 3,134.66 0.59
KLCI 30 1,497.97 0.98
EX
Dollar Index 96.37 0.04
EUR/USD 1.1267 -0.16
GBP/USD 1.3244 -0.15
usD/JPY 113.60 0.11
AUD/USD 0.7119 0.98
USD/CNH 6.3640 -0.17
USD/MYR 4.2325 -0.01
USD/SGD 1.3664 -0.17
Commodities
WTI ($/bbl) 72.05 3.68
Brent (S/bbl) 75.44 3.23
Gold ($/0z2) 1,782.60 0.29

Source: Bloomberg, HLBB Global Markets
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ECB’s 3Q growth unrevised; German investor sentiment weakened:

The Eurozone’s 3Q GDP growth was unrevised at 2.2% q/q (2Q: +2.2%) in the final
reading, reflecting sharp growth in household spending (+4.1% q/q) which offset a
small decline in investment. Compared to the same quarter last year, the region’s
economy expanded by 3.9% y/y (1Q: +14.4%).

Germany’s ZEW Survey report weakening confidence levels. The expectations
index slipped to 29.9 in December (Nov: 31.7) as investors turned slightly less
optimistic over growth outlook. The current situation index turned negative at -7.4
(Nov: 12.5) as German authorities strive to contain its worst Covid-19 wave.

Japan’s 3Q GDP contracted 0.9%:

The Japanese economy contracted more than initially estimated in the third
quarter as the latest reading of 3Q GDP growth was revised lower to -0.9% q/q,
from -0.8% in the earlier estimate. This followed a 0.5% q/q growth in the second
quarter.

In 3Q, private consumption fell 1.3% g/q alongside the 2.3% q/q decline in non-
residential business spending. In terms of contributions, both components shaved
0.7ppts and 0.4ppts from the headline index while net exports had zero
contribution. Compared to the same quarter last year, GDP shrank 3.6% y/y,
following the 2% y/y growth prior.

China’s trade remained resilient:

China’s exports rose 22.0% y/y in November (Oct: +27.1%) to a record high of
$326b; the solid export growth reflects strong underlying demand for Chinese
goods globally and partially attributed to seasonal factors.

Imports rose at an even faster pace, surging by 31.7% y/y (Oct: +20.6%), also to a
fresh high of $254b in the same month. This was driven by higher purchase of coal,
copper ore and natural gas compared to a year ago. Compared to the previous
month, imports of all key commodities recorded gains, a positive sign of economic
recovery.

RBA kept policy status quo, outlined three considerations for bond tapering in

February:

The RBA kept its monetary policy unchanged, by maintaining the cash rate at 0.1%
and the weekly asset purchase pace at AUD4b “until at least mid- February 2022”.
It said that the Australian economy is recovering from the Delta variant setback,
household consumption is rebounding and business investment outlook has
improved. The emergence of the Omicron variant is not expected to derail
recovery.

The RBA’s assessment in terms of its economic goals was rather cautious; it
mentioned that wages growth has picked up but at the aggregate level, has only
returned to the relatively low rates prevailing before the pandemic. “Inflation has
increased, but, in underlying termes, is still low, at 2.1%”. It expects a further but
only gradual pick-up in underlying inflation, reaching 2.5% in 2023.

RBA said that decision regarding the asset purchase program (to be made in
February) will be guided by the same three considerations, namely “the actions of
other central banks; how the Australian bond market is functioning; and, most
importantly, the actual and expected progress towards the goals of full
employment and inflation consistent with the target”.

It concluded with its accommodative monetary policy stance. “The Board will not
increase the cash rate until actual inflation is sustainably within the 2-3% target
range”, which is likely to take some time and the RBA board is prepared to be
patient.

Malaysia’s foreign reserves rose to $116.7b:

Malaysia’s foreign reserves rose to $116.7b as at 30 November (Oct: $116.5b),
sufficient to finance 8 months of retained imports and is 1.3 times short-term
external debt.
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House View and Forecasts

FX This Week 4Q-21 1Q-22 2Q-22 3Q-22
DXY 95-97 94.50 95.00 95.50 96.50
EUR/USD 1.12-1.14 1.15 1.14 1.14 1.13
GBP/USD 1.31-1.33 1.35 1.35 1.34 1.33
AUD/USD 0.69-0.72 0.72 0.71 0.71 0.70
usSD/IPY 112-114 112 113 114 115
USD/MYR 4.20-4.25 4.15 4.15 4.15 4.15
USD/SGD 1.36-1.38 1.35 1.34 1.33 1.34
Policy Rate % Current 4Q-21 1Q-22 2Q-22 3Q-22
Fed 0-0.25% 0-0.25% 0-0.25% 0-0.25% 0-0.25%
ECB -0.50 -0.50 -0.50 -0.50 -0.50
BOE 0.10 0.10 0.10 0.10 0.25
RBA 0.10 0.10 0.10 0.10 0.10
BOJ -0.10 -0.10 -0.10 -0.10 -0.10
BNM 1.75 1.75 1.75 1.75 1.75

Source: HLBB Global Markets Research
Hong Leong Bank Berhad

Up Next Fixed Income & Economic Research,
Global Markets
Date Events Prior Level 8, Hong Leong Tower
08/12 US MBA Mortgage Applications (03 Dec) -7.2% 6, Jalan Damanlela
US JOLTS Job Openings (Oct) 10438k Bukit Damansara
09/12 UK RICS House Price Balance (Nov) 70% 50490 Kuala Lumpur
CN CPI YoY (Nov) 1.5% Tel: 603-2081 1221
CN PPI YoY (Nov) 13.5% PRI AL
JP Machine Tool Orders YoY (Nov P) 81.5% HLMarkets@hlbb.hongleong.com.my
US Initial Jobless Claims (04 Dec) 222k

Source: Bloomberg
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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.




