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Daily Market Highlights

DXY had a choppy day of trading as it closed the day near the

Key Takeaways Market Snapshots

US stocks swung between gains and losses to close slightly - . )
higher overnight ahead of the earnings season as investors -t it el e
favoured cyclical sectors in anticipation of an economic [Dow Jones Ind. 31,068.69 0.19 1.51
recovery driven by vaccine rollout and more fiscal stimulus. The  [ggp 500 3.801.19 0.04 1.20
Dow Jones ended 0.2% higher, the S&P500 was little changed
and NASDAQ picked up 0.3%. Gains were led by energy, AR 6,754.11 -0.65 4.1
consumer discretionary and financials shares. Treasury yields |Hang Seng 28,276.75 132 3.84
retreated as the Treasury Department’s auction of $38b KLCI 1,612.04 -0.32 -0.93
benchmark 10-year notes drew strong demand. Overall yields STI 2,977.17 023 4.69
fell 0- 2bps across the curve. 10Y UST yield last traded at 1.13%.

Dollar Index 90.09 -0.41 0.17
Federal Reserve officials offered mixed comments on any |WTloil ($/bbl) 53.21 1.84 9.67
future bond tapering following the recent surge in yieldsamid | Brent oil ($/bbl) 56.58 1.65 9.23
renewted higher inflation expectations. In separ?te Gold (S/o0z) 1,844.20 036 207
event/interview, Bullard and Rosengren pared back tapering e (0 3 960.00 036 N
expectations, indicating that more time is needed for the (RM/tonne) 4 : - ..
economy to recover before getting into the tapering debate. Source: Bloomberg
This came after Bostic and Kaplan said recently that they were
open to discussing tapering provided that the economic FX Daily Change vs USD (%)
{Ecovery was strong. Both saw such possibility by the end of GBP 1.08

€ year. AUD 0.97
ZD
Gold futures continued to whipsaw, falling 0.4% to $1844.2/0z. CNNH 0.58 0.80
The dollar snapped four-day winning streak; the dollar index ’
shed 0.4% to $90.07; major currencies rebounded against the SGD 0.57
greenback, led by GBP. The pound had rallied as BOE Governor CAD 0.56
Andrew Bailey pushed back expectations for negative interest JPY 0.47
rates. Crude oils’ bullish momentum extended into Tuesday’s EUR 0.46
session to more than 10-month high, amid expectation of CHF 0.45
lower supply - Brent crude rose 1.6% to $56.58/barrel while MYR -0.09
WTI d 1.8% to $53.21/b .
surged 1.8% to $53.21/barre -0.50 0.00 0.50 1.00 1.50

Data was limited to US Small Business Optimism Index which  Source: Bloomberg
fell for the second month in December amid surging Covid-19
cases. Up Next

i N L 13/01  EU Industrial Production SA MoM (Nov) 2.1%
90.09 region. The US dollar was slightly down after hitting its .
. . . . US MBA Mortgage Applications (08 Jan) 1.7%
highest since December. Democrats have given outgoing US
. . US CPI YoY (Dec) 1.2%
President Trump one last chance to leave office on Tuesday or )
. . 14/01  IN Core Machine Orders MoM (Nov) 17.1%
face a second impeachment. USD may see some consolidation KRICS H brice Bal b o
after recent gains but bulls have not been entirely eliminated. v CS ouse rlce. alance (Dec) 66%
US Initial Jobless Claims (09 Jan) 787k
1 0,
USD/MVYR retraced intraday gain, pulling back from the daily US Import Price Index YoY (Dec) 1.0%
. . ) . . CH Exports YoY (Dec) 21.1%
high of 4.0760, before closing Tuesday’s session marginally
CH Imports YoY (Dec) 4.5%

higher (+0.1%) at 4.0565. We are neutral on the pair on a daily
basis, but did not rule out some brief sell-down as the pair
tracks major currencies’ overnight movement. The strong USD
momentum is likely to take a pause today as markets digests
Fed officials’ comments on QE tapering while continue to
anticipate major US stimulus. Expect pair to range within 4.03-
4.07.

Source: Bloomberg
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Macroeconomics

US small business optimism retreated in December:

The NFIB Small Business Sentiment Optimism Index fell to a
seven-month low of 95.9 in December, from 101.4 in
November, lower than consensus forecast of 100.2

The index has now fallen for the second consecutive month as
weaker sentiment among America’s small firms reflects new
social distancing restrictions introduced across US states
following the surge in Covid-19 cases nationwide in
November.

Notably, breakdown shows that fewer business owners
“expect better economy”, as the gauge slipped to -16%. The
“expect higher sales” index also fell to -4%.

Forex

MYR (Neutral)

USD/MYR retraced intraday gain, pulling back from the daily high of
4.0760, before closing Tuesday’s session marginally higher (+0.1%)
at 4.0565. We are neutral on the pair on a daily basis, but did not
rule out some brief sell-down as the pair tracks major currencies’
overnight movement. The strong USD momentum is likely to take a
pause today as markets digests Fed officials’ comments on QE
tapering while continue to anticipate major US stimulus. Expect pair
to range within 4.03-4.07.

Factors supporting: Economic recovery, less dovish MPC, USD
weakness

Factors against: Risk aversion, domestic politics, second lockdown.

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

DXY had a choppy day of trading as it closed the day near the 90.09
region. The US dollar was slightly down after hitting its highest since
December. Democrats have given outgoing US President Trump one
last chance to leave office on Tuesday or face a second
impeachment.

Factors supporting: Democratic sweep reducing reliance on
monetary policy, return of risk aversion, Global tensions

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

EUR (Neutral-to-Bearish)

EUR/USD saw significant upside in recent trade to rally above the
Monday high and to close the session 0.5% higher at 1.2207. A broad
weakening of the US dollar at the start of the US trading hours sent
it to the bottom of the G10 performance table.

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

GBP (Neutral-to-Bearish)

GBP/USD traded mostly upwards on Tuesday, closing the day on a
high of 1.3664. The Pound was the best performer against the
greenback (+1.1%) on Tuesday as the Bank of England cooled
expectations of negative rates. 1.3704 is the immediate big figure to
break.

Factors supporting: Rapid increase in vaccination rates

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

JPY (Neutral-to-Bearish)

USD/JPY had a choppy day of trading, closing the day out at 103.76.
Japan published the November trade balance, which boasted a
positive surplus but was below the previous reading. We continue to
watch for a 105.00 resistance.

Factors supporting: BOJ policy, risk aversion

Factors against: Weak fundamentals, Covid-19 outbreaks in Japan
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AUD (Neutral-to-Bearish)

AUD/USD recovered towards the 0.7660 zone as the US dollar came
under selling pressure. The pair closed the day out at 0.7772, as the
market mood improved albeit with certain caution prevailing.
Support is at 0.7420 and the next big figure to overcome is 0.7850.
Factors supporting: Fundamentals improve from current levels,
export recovery (terms of trade)

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

SGD (Neutral)

USD/SGD traded as high as 1.3317 before suffering a late setback to
end the day at 1.3233. We view a range of 1.3225-1.3350 for the pair.
Resilient fundamentals may insulate the SGD partly against dollar
strength, alongside prior underperformance.

Factors supporting: Economic recovery, CNH strength

Factors against: Risk aversion, global tensions

3



13 January, 2021 )§ HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global Markets
Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

Email: HLMarkets@hlbb.hongleong.com.my

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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