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Global Markets Research

Daily Market Highlights

Key Takeaways Market Snapshots

o US stocks fell on Friday, closing out the week in the negatives )
after President-elect Biden announced his $1.9trillion La-tihice Dobiy ALk
stimulus plan and big US banks released 4Q earnings. |Dow Jones Ind. 30,814.26 -0.57 0.68
Citigroup, JP Morgan and Wells Fargo reported better-than- |s&P 500 3,768.25 -0.72 0.32
expected results. Friday’s losses were in part influenced by FTSE 100 6,735.71 097 2.78
the fall in US retail sales that underlined the pandemic’s
impact of the broader services industry. The main benchmarks RERBEST 28,573.86 0.27 498
lost 0.6-0.8% d/d on Friday while the weekly declines ranged KLCl 1,627.01 -0.53 -0.01
0.9-1.5%. Stocks had risen in the first two weeks of January. STI 3,004.87 0.16 5.66

. ) . L Dollar Index 90.77 0.59 0.93

e Bond yields fell 0:6 to 4.6bps as investors exited equities, in WTI oil ($/bbl) 5236 226 791
favour of treasuries. The 2s10s (spread between 2y and 10y )
treasury note vyields) flattened by 4bps, offsetting prior Brent oil ($/bbl) 55.10 e 6.2
steepening. Gold futures pulled back further by 1.2% to |Gold (S/oz) 1,829.90 -1.16 -3.44
$1829.9/0z, ending the week moderately lower amid |cPO (RM/tonne) 3,840.00 -2.08 1.37

indecisive trend. This came alongside the surge in the dollar,
boosted by risk-off sentiment. DXY jumped 0.8% to 90.77.
Crude oil prices tanked 2.3% on Friday; Brent crude settled at
55.10/barrel and WTI at $52.36/barrel. Focus turns to Biden’s

Source: Bloomberg

FX Daily Change vs USD (%)

inauguration this week and several central banks’ meetings MYR -0.01
(BOJ, ECB and BNM). JPY -0.07
SGD -0.32

o US data were mixed on Friday as retail sales fell for the second CNH -0.32

month while the manufacturing production continued to post CHE -0.37

growth in December. Consumer sentiment was slightly lower EUR 0.60

in early January. PPl inflation meanwhile was boosted by GBP 0.72

higher energy prices. Across the Atlantic, UK recorded fall in CAD 0.73

output in November as the services industry was hit by AUD 096

lockdowns. Manufacturing and construction posted gains in ’

NzD -1.08
output.
-1.50 -1.00 -0.50 0.00

« DXY climbed on Friday as it closed the day near the 90.78

region. The USD broadly retreated as markets digested Biden’s Source: Bloomberg

fiscal stimulus proposal and Fed Chair Powell’s pushback

against bond tapering expectations. The US starts off this week Up Next

with a bank holiday, celebrating the Martin Luther King Jr day. _

Expect USD to stay neutral to bullish this week. 18/01  CN GDP YoY (4Q) 4.9%

CN Industrial Production YoY (Dec) 7.0%

e USD/MYR closed on a flat note on Friday at 4.0370. For the CN Retail Sales YoY (Dec) 5.0%

week, USD/MYR rose 0.2% w/w, its second straight weekly CN Fixed Assets Ex Rural YTD YoY (Dec) 2.6%

gain. Additional stimulus aids as proposed by Biden coupled JP Industrial Production MoM (Nov F) 0.0%

with the Fed’s pledge for extended accommodation are 19/01  NZ Card Spending Retail MoM (Dec) 0.1%

EU ZEW Survey Expectations (Jan) 54.4

expected to keep USD supported, hence likely keeping
USD/MYR slightly bullish in range of 4.03-4.08 in the week Source: Bloomberg
ahead. BNM’s OPR decision is due Wednesday and we are

expecting the central bank to stay put.
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Macroeconomics

US retail sector hit by surging pandemic; manufacturing stayed
resilient:

— Retail sales fell for the second month by 0.7% m/m in
December, missing analysts’ estimation of a flat reading.
Notably, the decline in November was revised downward
from -1.1% to -1.4% m/m. Retail sales for control group, a
gauge of core retail sales fell 1.9% m/m (Nov: -1.1%). This
reflects the impact of rising infections (since fall) and some
states’ restrictions on the retail sector.

— Industrial production growth beat estimation at 1.6% m/m in
December, following the 0.5% gain in November, marking its
third consecutive month of gains. This was driven by the jump
in utilities output (+6.2%) as the weather turned colder in
winter. The manufacturing sector also reported 0.9% m/m
growth, its eighth straight gains since May, highlighting the
fact that factories were less affected by the pandemic when
compared to the services sector. However, overall industrial
production was still 3.3% below its pre-pandemic levels.

— The New York Fed Empire Manufacturing Index slipped to 3.5
in January (Dec: 4.9), suggesting some easing in overall
manufacturing activity in New York state as the year begins.

—  The University of Michigan Consumer Sentiment Index was
slightly lower at 79.2 in early January, compared to 80.7 in
December as “vaccines and a partisan shift in expectations
due to the anticipated impact of Biden's economic policies”
offset the negative sentiments arising from “horrendous rise
in covid-19 deaths, the (Capitol Hill) insurrection, and the
impeachment of Trump”.

—  Producer price index for final demand rose 0.3% m/m in
December (Nov: +0.1%), less than estimated growth of 0.4%.
The acceleration was mainly driven by higher energy prices, in
line with CPI data.

UK monthly GDP fell in November:

—  UK’s nominal GDP fell 2.6% m/m in November (Dec: +0.6%
revised), registering its first monthly decline since April 2020
as government-ordered lockdown restricted overall business
activity. Unsurprisingly, the services industry took a
particularly big hit, recording a 3.4% m/m loss in output.

— Industrial output meanwhile fell slightly by 0.1% m/m as
manufacturing output growth (+0.7% m/m) was offset by falls
in mining and quarrying. The construction output surged 1.9%
m/m, driven by higher repair and maintenance works.

— In aseparate note, the goods trade deficit widened to £16.0b
in November, from £13.3b thanks to outsized gains in imports
(+11.9%) that offset exports growth (+7.5%) ahead of Brexit.

Stronger than expected growth in Singapore NODX: Singapore's
non-oil domestic exports' performance was stronger than
expected in December, growing 6.8% y/y compared to the 5.0%
decrease a month ago. This was helped by electronics, expanding
13.7% y/y in December. NODX was supported by US and Asia, even
as China and EU dragged.

Forex

MYR (Neutral to Bearish)

USD/MYR closed on a flat note on Friday at 4.0370. For the week,
USD/MYR rose 0.2% w/w, its second straight weekly gain. Additional
stimulus aids as proposed by Biden coupled with the Fed’s pledge for
extended accommodation are expected to keep USD supported,
hence likely keeping USD/MYR slightly bullish in range of 4.03-4.08
in the week ahead. BNM’s OPR decision is due Wednesday and we
are expecting the central bank to stay put.

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 climbed on Friday as it closed the day near the 90.78 region. The
USD broadly retreated as markets digested Biden'’s fiscal stimulus
proposal and Fed Chair Powell’s pushback against bond tapering
expectations. The US starts off this week with a bank holiday,
celebrating the Martin Luther King Jr day.

Factors supporting: Higher vyields, Democrat sweep reducing
reliance on monetary policy, risk aversion, Global tensions

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

EUR (Neutral-to-Bearish)

EUR/USD was down by 0.6%, to 1.2082 on Friday close. The pair
closed with substantial gains against most major rivals. Risk
sentiments is present as news indicating the distribution of the Pfizer
vaccine will be delayed in the EU. Support remains at 1.2068.
Factors supporting: Improvement in Eurozone fundamentals
Factors against: Risk aversion, Covid-19 outbreak, ECB introducing
further monetary measures

GBP (Neutral-to-Bearish)

GBP/USD had a choppy day of trading on Friday, as the pair trimmed
most of its weekly gains to end the session at 1.3590. While the pair
enjoyed some temporary demand over better than expected GDP
figures, investors are still cautious as the number of coronavirus
cases continue to rise and travel corridors begin to shut. 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 remained lifeless on Friday, closing a third consecutive day
of having little unchanged around the 103.80 zone. Risk sentiment
may stem from reports that the country has reported a new
coronavirus strain on Saturday, arriving from UK and South Africa.
We view a range of 103.60-104.00.

Factors supporting: BOJ policy, risk aversion

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

2



18 January, 2021

3= HonglLeong Bank

AUD (Neutral-to-Bearish)

AUD/USD traded mostly downwards on Friday, ending the week with
losses just above the 0.7700 level. The pair was weighed down by the
negative mood in the market and followed by the sharp losses in equities
and commodities. The focus will be on Chinese Q4 GDP and November
retail sales. Support is currently at 0.7420 and 0.7810 remains the next
big figure to overcome.

Factors supporting: Fundamentals improve from current levels

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

SGD (Neutral)

USD/SGD closed at a high of 1.3297 as it saw a day of trading mostly
upwards on Friday. We view a range of 1.3290-1.3320 for the pair.
Resilient fundamentals may insulate the SGD partly against dollar
strength, alongside prior underperformance. Support for the pair is at
1.3200.

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.

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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