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Daily Market Highlights

expected to erase some gains in USD/MYR as seen in the
overnight broad-based selloff of the USD. We are bullish on
MYR today but continue to eye a range of 4.09-4.15 this
week.

Source: Bloomberg

Key Takeaways Market Snapshots
US stocks rose m'odestly' overn.lght as the Fed held rates R —— —— p—
steady and kept its dovish policy stance. The Dow Jones
Industrial Average Index crossed 33000 (+0.6%) for the first |Pow Jones Ind. 33,015.37 0.5% 7.5
time, marking a new 1000-pt milestone in less than ten days. |S&P 500 3,974.12 0.29 5.3l
The S&P 500 gained 0.3% to close at record high as well. |FTSE 100 6,762.67 -0.60 4.68
NASDAQ picked up 0.4%. Gains were led by cyclical stocks |Hang Seng 29,034.12 0.02 6.62
such as investors purchased shares of consumer |KLcI 1,624.97 0.06 -014
discretionary, industrials, energy and financials in |¢y 3,109.65 0.13 9.38
anticipation of a positive recovery outlook. Meanwhile the Dollar Index 91.44 1046 1.67
yield curve steepened post-FOMC. Yields were flat at the Wi oil ($/bbl) 64.60 B 331
short end as Fed officials expected rates to be at near-zero ’ : ;
through 2023. Longer-dated yields rose up to 5bps, adding to Brent oil ($/bbl) 68.00 i 3 2
signs of optimistic future growth. 10Y UST last traded at |Gold (S/oz) 1,727.10 -0.22 -7.84
1.67%. CPO (RM/tonne) 4,215.00 -0.87 1127
The dollar weakened against all G10 currencies after FOMC. FX Daily Change vs USD (%)
The dollar index fell for the first time in four sessions, NZD 0.75
shedding 0.5% to 91.44. Gold futures gained 0.2% to AUD 0.67
$1727.1/0z amid weaker USD. Crude oil benchmarks fell 0.3- EUR 0.64
0.5%. Brent crude settled at $68/barrel. Malaysia announced GBP 0.54
its 6 stimulus package in a year, the RM20b “Pemerkasa” SGD 0.41
program, that includes a RM5b vaccination allocation in a bid CAD 0.34
to spur the domestic tourism sector and quicken the CNH 0.26
vaccination progress amid falling rate of Covid-19 infections. CHF 0.22
This brings the total value of stimulus packages to RM340bn IPY 0.14
or 23% of GDP to-date. The Bank of England’s MPC meeting MYR 018
is due today and we expect no change in its policy stance. It
is likely to remain cautiously optimistic over the growth -0.50 0.00 0.50 1.00
outlook as the pandemic eases in the UK. Source: Bloomberg
The US homebuilding activity stalled in February amid Overnight Economic Data
winter disruption and higher construction costs. Housing
. . us V¥  Eurozone >
starts and building permits both fell by more than 10% m/m. NZ >
Eurozone’s HICP inflation was unrevised at 0.9% vy/y in
February. New Zealand’s GDP unexpectedly contracted by
1.0% q/q in 4Q21, risking a double-dip recession. Up Next
Events Prior
Dollar weakened on Wednesday post FOMC meeting, with 18/03 AU Unemployment Rate (Feb) 6.4%
DXY down to a close of 91.44 after a low of 91.37. DXY was EC Trade Balance SA (Jan) 27.5b
down by 0.46% after three succession days of increases. With UK Bank of England Bank Rate 0.1%
markets taking FOMC favourably, there is some scope of US Initial Jobless Claims 712k
dollar weakness. We see a range of 90.90-91.90 for the US Philadelphia Fed Business Outlook 23.1
coming few sessions. US Leading Index (Feb) 0.5%
19/03 JN Natl CPI Ex Fresh Food YoY (Feb) -0.6%
USD/MYR inched higher by 0.2% to 4.1215 on Tuesday ahead UK GFK (.Zonsumer Confidence (Mar) -23.0
of FOMC announcement. The Fed’s dovish policy stance is AU Retail S.ales MoM (Feb P) 0.5%
JN BOJ Policy Balance Rate -0.1%
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Macroeconomics

Fed maintained easy monetary policy; Powell reassured
appropriate stance despite rising bond yields:

The Federal Reserve kept the fed fund rates at 0-0.25% and its
monthly bond purchases pace at $120b unchanged as expected. It
continued to maintain its dovish policy outlook, repeating that it
“expects to maintain an accommodative stance of monetary policy”.
Officials also predicted interest rates to be at near-zero through
2023 according to the latest dot-plot.

Compared to the previous statement, the Fed has now turned more
optimistic over the US’" economic outlook, adding that economic
indicators have turned up in recent months but caution that sectors
adversely affected by the pandemic remained weak. It said that
“inflation continues to run below 2%”".

This optimism is reflected in the latest set of economic projections
where GDP growth for 202 revised upwards to 6.5% (December
projection: +4.2%). Unemployment rate is also revised lower from
5.0% to 4.5% in 2021. The Fed’s key inflation gauge, the core PCE
inflation gauge, is revised upwards from the previous projection of
1.8% t0 2.2%.

In a post-meeting virtual press conference, Fed Chair Jerome Powell
reiterated that the current stance of monetary policy is appropriate,
citing the $120b monthly pace to be the “right place” for asset
purchases. With regards to the recent rise in bond yields and
speculations on Fed’s potential tightening of monetary policy, he
said that overall financial conditions are highly accommodative,
repeating that there was currently an absence of any disorderly
conditions in markets or persistent tightening of financial conditions.

US homebuilding activity disrupted by cold temperature and higher
construction cost in February:

Housing starts fell 10.3% m/m to a seasonally adjusted annual pace
of 1.42mil units in February, following the 5.1% decline in January.
The deep freeze in South-Central US and overall colder temperature
and rising construction costs particularly prices of lumber had
disrupted construction activity in February.

The number of building permits, a leading indicator for future
housing starts also fell 10.8% m/m (Jan: +10.7%). This is likely to be
temporary given that the number of approved but not started
constructions rose to the highest level since Aug-06. The return of
warmer temperature is a positive sign for homebuilding activity in
the medium term. Downside is continuous rise in construction cost
and higher mortgages rates that could affect affordability.

Eurozone’s headline inflation steady in February: The euro area’s
February’s HICP inflation rate was unrevised at 0.9% y/y in the final
reading. This represents a steady reading, from January’s 1.9% y/y
rate after five successive months of negative prints as energy
inflation turned less negative. Core inflation eased from 1.4% y/y in
January to 1.1% y/y in February.

Forex

MYR (Neutral-to-Bullish)

USD/MYR rose 0.2% to 4.1215 on Tuesday. The Fed’s dovish policy
stance is expected to erase some gains in USD/MYR as seen in the
overnight broad-based selloff of the USD. We continue to eye a
range of 4.09-4.15 this week.

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

Dollar weakened on Wednesday post FOMC meeting, with DXY
down to a close of 91.44 after a low of 91.37. DXY was down by
0.46% after three succession days of increases. With markets taking
FOMC favourably, there is some scope of dollar weakness. We see a
range of 90.90-91.90 for the coming few sessions.

EUR (Neutral-to-Bullish)

EUR/USD surged higher to almost 1.2000 big figure post FOMC.
Overall, pair was 0.64% up on Wednesday, eliminating the losses for
the past three sessions. We have turned slightly optimistic of the
pair, anticipating a range of 1.1900-1.2050 for the week ahead.

GBP (Neutral-to-Bullish)

GBP/USD rebounded higher to a close of 1.3966 after the previous
session’s 1.3891. We now see a range of 1.3900-1.4100, depending
on monetary policy outcomes tonight. Bank of England announces
policy decision on 18 March, and markets expect no changes to
policy rate and bond targets. If so, it will be GBP-neutral.

JPY (Neutral-to-Bearish)

USD/JPY was slightly lower on Wednesday, for a second consecutive
day. Pair was down to 108.84 close after the previous 109.00. Bank
of Japan announces policy decision on 19 March, whereby they may
be considering ditching the JPY 6trn ETF target. We stay slightly
pessimistic on the JPY, with BOJ decision a swing factor.

AUD (Neutral-to-Bullish)

AUD/USD rose by 0.67% on Wednesday, the first after three
successive sessions of losses. Improved sentiments help pair move
up to a close of 0.7798, after an intraday low of 0.7699. Dollar
volatility will likely swing AUD/USD, even as sentiments have turn
brighter after recent market concerns. Support close to 0.77 big
figure, while resistance is at 0.79 big figure.

SGD (Neutral-to-Bullish)

USD/SGD fell sharply towards the 1.34 big figure after the FOMC
meeting. This helped USD/SGD to give back prior gains after a
weekly high of 1.3484 on 15 March. We have turned tactically more
bullish on the SGD after markets took the FOMC meeting well.
Resistance now estimated at 1.3531’s high on 9 March. We place a
support of 1.3320.
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New Zealand’s economy unexpectedly contracted in 4Q20, risks
double-dip recession:

The New Zealand economy contracted 1.0% q/q in the final quarter
of 2020 (3Q: +13.9%), a disappointing reading given that consensus
had called for a small 0.2% growth. This reflects falls in output in
the agricultural, manufacturing and construction sectors whereas
the services sector managed to eke out a small 0.1% growth.

GDP for 4Q 2021 contracted 0.9% vy/y (3Q: +0.2% revised),
translating to a full-year contraction of 1.2%.

The initially sharp recovery from the first Covid-19 slump has
proven to be less resilient given that New Zealand relied hugely on
its tourism sector which remains closed to foreigners, for growth.
The partial lockdown in January to curb the community cases is
expected to have a substantially negative impact on 1Q21 GDP,
risking a double-dip recession.
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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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