18 February, 2021 % Hong I.eong Bank

Global Markets Research

Daily Market Highlights

Key Takeaways Market Snapshots

e US stocks broadly pulled back overnight as tech shares

tumbled. Stock benchmarks ended on a mixed note with the S2st Brce DoD ¢ MR
blue chip index Dow gaining 0.3%; the S&P 500 was flat (- |PoW Jones Ind. 31,613.02 omo 3.8
0.03%) and NASDAQ fell for the second session (-0.6%). Stocks | S&P 500 3,931.33 -0.03 4.67
had fallen in Europe and in most of Asia (saves for Japan). The |FTSE 100 6,710.90 -0.56 3.88
Chinese market will reopen today after a long Lunar New Year |Hang Seng 31,084.94 1.10 1435
break. The selloff in US treasuries halted, leading yields to fall | KLCI 1,595.29 -0.68 -1.96
by 1.6 to 5.5bps across the curve. The yield on 10Y UST last |sTi 2,920.43 -0.51 2.69
traded at 1.27%, 4bps lower than the prior session. NOo |poliar Index 90.95 0.49 1.13
surprise in the Federal Reserve’s minutes as it reaffirmed |\ oil ($/bbI) 61.14 1.82 2601
dovish monetary policy stance. Brent oil ($/bbl) 64.34 1)56 2626

Gold (S/oz) 1,772.80 -1.46 -6.46
The dollar strengthened further despite falling yields. The

CPO (RM/tonne) 3,940.00 057 4.01

dollar index rose 0.5% to 90.95. Most currencies weakened
against the greenback but the JPY rebounded. In the
commodity sector, gold prices extended decline (-1.5%) to
$1771.1/0z amid stronger dollar. Brent crude jumped 1.6% to

$64.34/barrel and WTI picked up 1.8% to $61.14/barrel. Saudi JPY 0.18
Arabia is reportedly planning to increase its oil output in the CAD -0.06
coming months, reversing a recent production cut (1million AUD -0.09
barrels in Feb-Mar) amid recovering oil prices. CNH -0.13
SGD -0.14
US data were upbeat. Retail sales spiked 5.3% m/m in January MYR -0.23
thanks to the stimulus bill approved in December. Industrial GBP -0.33
productions also came in strong at 0.9% m/m growth in the NzZD -0.33
same month. The NAHB Housing Market Index also improved EUR -0.56
slightly in February. Meanwhile in the UK, CPI inflation CHF -0.68

accelerated to 0.7% y/y in January but is unlikely to steer the
BOE’s policy.

DXY gained by 0.49% on Wednesday, reaching a high of 90.951
in the process. This came after strong retail sales performance
amid some concerns about inflation. However, dollar strength

Source: Bloomberg
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was halted late session as it partially retreated for the day. We us r UK 0
are neutral on USD now and see selectivity in dollar Up Next
performance versus G10 and Asia currencies. Overall for the Date Events Prior
dollar, we eye a resistance of 91.20 and support at 90.40. 18/02 AU Unemployment Rate (Jan) 6.6%
Differentials in Markit PMI data may determine dollar US Building Permits MoM (Jan) 4.2%
movements against various G10 currencies. US Housing Starts MoM (Jan) 5.8%
US Initial Jobless Claims (13 Feb) 793k
USD/MYR snapped a six-day losing streak to close 0.2% higher 19/02 N Natl CPI Ex Fresh Food YoYJan -1.0%
at 4.0375. The trend is likely to extend into today’s session as UK GfK Consumer Confidence (Feb) -28
the greenback continued to firm up across the board. Rising INJibun Bank Japan PMI Mfg (Feb) 49.8
US yields is likely to help support the pair in the short term as N Jibun~BankJapan PMI Services (Feb) P 46.1
the 10s looks set to hit 1.5%. Higher oil prices remain an AU Retafl Sales MoM (Jan) -4.10%
influence for USD/MYR but the effect is fading compared to a UK Retail Sales Inc Auto Fuel MoM (Jan) 0.30%
firmer USD if the selloff in USTs resumes. We are neutral to EC Markit Eurozone Man.ufacturing (Feb) 54.8
bullish on USD/MYR for the remainder of the week. EC Markit Eurozone Services PMI (Feb) 4>.4
UK Markit UK PMI Manufacturing (Feb) 54.1
UK Markit/CIPS UK Services PMI (Feb) 39.5
US Markit US Manufacturing PMI (Feb) 59.2
US Markit US Services PMI (Feb) 58.3
US Existing Home Sales MoM (Jan) 0.7%
Source: Bloomberg
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Macroeconomics

Fed minutes reaffirmed dovish policy stance:

The latest Federal Reserve minutes revealed that Fed officials
viewed that the prospect of an effective vaccine program, the
recently enacted fiscal support, and the potential for additional
fiscal actions had led them to judge that the medium-term outlook
had improved.

The path ahead however remained highly uncertain with the
pandemic continuing to pose considerable risks to the outlook.
Economic conditions were currently far from the Fed’s longer-run
goals and that the stance for policy would need to remain
accommodative.

With regards to inflation, officials reaffirmed that they would allow
inflation to go moderately above the 2.0% target for some time to
make up for the long period of low inflation.

US retail sales jumped in January, thanks to stimulus checks;
industrial production rose for the fourth month:

The $900b stimulus bill passed in December which includes a $600
payment to individuals helped boost American spending at the
start of 2021. January’s retail sales growth beat expectations at
5.3% m/m (Dec: -1.0%), compared to consensus forecast of 1.1%.
This broke the three-month losing streak started in October last
year. The retail sales for control group, a gauge of core consumer
spending also jumped 6.0% m/m (Dec: -2.4%).

Meanwhile, industrial production rose for the fourth consecutive
month by 0.9% m/m in January (Dec: +1.3%), adding to signs of a
resilient manufacturing industry in the US. The reading is better
than consensus forecast of a 0.4% growth.

Producer prices index for final demand jumped 1.3% m/m in
January (Dec: +0.3%) which translated to a sharper 1.7% y/y growth
(Dec: +0.8%) thanks to higher prices of energy as well as services in
general.

The NAHB Housing Market Index rose slightly to 84 in February
(Jan: 83). Solid demand continued to underpin overall
homebuilding sentiment but record high lumber prices became a
chief worry for builders.

UK inflation accelerated in January: CPI inflation accelerated to
0.7% y/y in January, from 0.6% December. This is better than
consensus estimate of 0.6% and is the quickest pace recorded in
three months, driven by gains in prices of food, alcohol and tobacco
and also household products. Rising inflation has been expected by
the BOE, this is thus unlikely to steer the central bank’s monetary

policy.

Forex

MYR (Neutral-to-Bearish)

USD/MYR snapped a six-day losing streak to close 0.2% higher at
4.0375. The trend is likely to extend into today’s session as the
greenback continued to firm up across the board. Rising US yields is
likely to help support the pair in the short term as the 10s looks set
to hit 1.5%. Higher oil prices remain an influence for USD/MYR but
the effect is fading compared to a firmer USD if the selloff in USTs
resumes. We are neutral to bullish on USD/MYR for the remainder
of the week.

USD (Neutral Outlook over 1 Week Horizon)

DXY gained by 0.49% on Wednesday, reaching a high of 90.951 in
the process. This came after strong retail sales performance amid
some concerns about inflation. However, dollar strength was halted
late session as it partially retreated for the day. We now see
selectivity in dollar performance versus G10 and Asia currencies.
Overall for the dollar, we eye a resistance of 91.20 and support at
90.40. Differentials in Markit PMI data may determine dollar
movements against various G10 currencies.

EUR (Neutral)

EUR/USD found a low of 1.2023 on Wednesday, before settling
slightly higher at close at 1.2038. Momentum has now turned
against further gains. We taper our bullishness for EUR, fearing that
continually sluggish PMIs can weigh on EUR sentiments. Resistance
around 1.2120 while support at the 5 February low of 1.1952 if
1.2000 is broken.

GBP (Neutral-to-Bullish)

GBP/USD corrected further the previous session, after the high
reached on 16 February (1.3952) Pair closed at 1.3857 after a low of
1.3830. We stay slightly constructive on the pound, although it may
be limited by stretched levels. Focus on 1.3952 resistance before
1.4000. Only a correction to 1.3800 may turn momentum away from
current uptrend.

JPY (Neutral-to-Bearish)

USD/JPY retreated after the 106.22 high registered in the previous
session. Pair managed to close at 105.87. With USD/JPY now above
the 100-105 range, we see a 106.90 resistance as a first step towards
moving higher to 108 big figure. Support is at 105.00.

AUD (Neutral)

AUD/USD was relatively range bound around 0.7724-0.7772
intraday in the previous session. We also taper our slightly bullish
view on the AUD, as we see some reluctance to move towards the
0.78 big figure. Focus will likely be on a 0.7810 resistance and a
0.7674 support.

SGD (Neutral)

USD/SGD stayed within a relatively narrow 1.3268-1.3311 intraday
range on Wednesday. This came after dollar weakness abated. We
now turn less optimistic for the SGD and other Asian currencies for
the remainder of the week, without the impetus for further
volatility. We anticipate a move below 1.3200 to shift focus towards
the YTD 1.3157 low (support). If a reversal occurs on the upside, we
watch resistance at 1.3310.
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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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