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Daily Market Highlights

Key Takeaways Market Snapshots
o Global stocks saw mixed performance on Monday in an 3 : :
eventful week packed with central bank meetings and Lestiioe DeDi IRPo
President-elect Joe Biden’s inauguration. Earlier on Dow Jones Ind.* 30,814.26 -0.57 0.68
Monday, stocks rose in Hong Kong, China but fell in Japan, S&P 500* 3,768.25 -0.72 0.32
followed by gains in Germany and France. The UK market FTSE 100 6,720.65 0.22 4.03
fell modestly. US stocks and bond markets were closed
for Martin Luther King Jr. Day. Brent crude slipped further TN 28,862.77 1.01 >-H
by 0.6% to $54.76/barrel. On the local front, Prime KLCI 1,609.52 -1.07 -1.09
Minister Muhyiddin Yassin announced a RM15b PERMAI STI 2,990.40 -0.48 5.15
stimulus package, the government’s fifth relief aid thus Dollar Index 90.77 0.01 092
far in a bid to combat Covid-19 related fallout after .
imposing the second Movement Control Orders (MCO) in CE (AL >2.36 —— 7.
certain red-zone states last week. (Please refer to separate Brent oil ($/bbl) 54.75 -0.64 5.69
report for more details) Gold (S/02)* 1,829.90 -1.16 -3.44
CPO (RM/tonne) 3,750.00 -2.37 -1.00
e China’s GDP grew 2.3% in 2020, making it one the only *As at 15 Jan
major economy to record growth in a pandemic year Source: Bloomberg
when other key economies likely to have contracted (4Q
GDP for most countries are not released yet). In the 4Q, FX Daily Change vs USD (%)
GDP rose 6.5% y/y driven by domestic demand and
exports. Industrial production growth accelerated to 7.3% IPY 0.18
y/y in December while retail sales picked up 4.6% y/y. CHF 0.06
Meanwhile in Japan, industrial output fell for the first time GBP -0.02
in six months in November, although only by a small 0.5% EUR -0.04
m/m, reflecting some early impact of the new virus wave. SGD -0.12
CAD -0.17
e DXY traded sideways on Monday, as it once again closed CNH -0.19
the day out flat near the 90.77 region, as markets digested AUD -0.29
Biden’s fiscal stimulus proposal and Fed Chair Powell’s NZD -0.32
pushback against bond tapering expectations. The USD MYR0.37
weakened against JPY and was little changed against other
majors like EUR, GBP and CHF. The focus on this week is -0.40 -0.20 0.00 0.20 0.40

on President-elect Joe Biden’s inauguration on the 20" s ce: Bloomberg

January. Maintain our neutral to bullish view on USD for

now. Up Next

e USD/MYR strengthened by 0.4% to 4.0520 amid a firmer

i ) , . 19/01  NZ Card Spending Retail MoM (Dec) 0.1%
USD sentiment, barely reacting 'to 'Fhe PM’s stimulus EU ZEW Survey Expectations (Jan) 544
announcement at 4pm. We maintain our neutral to 20/01 AU Westpac Consumer Conf Index (Jan) 112.0
slightly bullish outlook for USD/MYR on the back of UK CPI YoY (Dec) 0.3%
positive US stimulus sentiment ahead of Joe Biden’s MA BNM Overnight Policy Rate (20 Jan) 1.75%
inauguration. However, focus now turns to tomorrow’s EU CPI Yo (Dec F) 0.3%
BNM OPR decision, we are expecting the central bank to US MBA Mortgage Applications (42005) 16.7%
keep OPR unchanged at 1.75% but did not rule out the US NAHB Housing Market Index (Jan) 86.0

possibility that it would adjust its neutral policy tone to
incorporate  more dovishness in view of renewed
economic concerns. Maintain a weekly range of 4.03-4.08
for USD/MYR this week.

Source: Bloomberg
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Macroeconomics

China’s growth supported by domestic demand and exports:

—  China’s GDP growth improved to 6.5% y/y in 4Q, from 4.9% in
3Q; GDP grew 2.3% in 2020. 4Q’s growth was supported by
double-digit expansions in export growthin 4Q (e.g. 18.1%y/y
in Dec). This figure is the highest since 4Q-2018, in the early
stages of the US-China trade war. Pre-pandemic, China’s
economy was growing around 6%, making the latest result
more remarkable.

—  Industrial production growth accelerated to 7.3% y/y in
December, from 7.0% in November. This was supported by
faster expansions in mining and power supply. However,
other sectors appeared to see some moderation (see Figure
1).

—  Retail sales came off slightly to 4.6% y/y in December (5.0% in
Nov). This came as urban consumers curbed spending even as
rural consumers increased spending more. We note that
spending for communication appliances, household
electronics, medicine, jewellery, construction materials,
beverages and tobacco/alcohol stayed strong, growing more
than 10.0% y/y in December.

Japan’s industrial output fell for the first time in six months:
Japan’s industrial output fell slightly by 0.5% MOM in November
(Dec: +4%), after recording growth for five consecutive months.
The retreat in production may reflect early impact of the new
Covid-19 wave in early November when the nation started to
report above 1000 daily cases. YOY, industrial output was 3.9%
lower compared to the same month in the previous year.

Forex

MYR (Neutral to Bearish)

USD/MYR strengthened by 0.4% to 4.0520 amid a firmer USD
sentiment, barely reacting to the PM’s stimulus announcement at
4pm. We maintain our neutral to slightly bullish outlook for
USD/MYR on the back of positive US stimulus sentiment ahead of
Joe Biden’s inauguration. However, focus now turns to tomorrow’s
BNM OPR decision, we are expecting the central bank to keep OPR
unchanged at 1.75% but did not rule out the possibility that it would
adjust its neutral policy tone to incorporate more dovishness in view
of renewed economic concerns. Maintain a weekly range of 4.03-
4.08 for USD/MYR this week.

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

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

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

DXY traded sideways on Monday, as it once again closed the day out
flat near the 90.77 region. The USD had very slight gains as markets
digested Biden’s fiscal stimulus proposal and Fed Chair Powell’s
pushback against bond tapering expectations. The focus on this
week is on President-elect Joe Biden’s inauguration on the 20th
January.

Factors supporting: Higher yields, 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 had a choppy day of trading, to close the day at 1.2077.
The pair reached a month low of 1.2055 and bounced back modestly
to settle in the 1.2070 price zone. Risk aversion 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 fell as low as 1.3527 before rebounding to end the
Monday trading session at 1.3587. Negative sentiments are still
arising from the weekend news related to more travel restrictions in
the UK due to the pandemic. 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 traded as high as 103.92 before suffering losses when the
US trading session came online to close the day at 103.69. We still
see some range movements around the 103.53-104.40 range for
now, biased on the upside.

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 saw downside during the early session of Monday’s trading,
dipping as low as 0.7660 before recovering slightly to end the day at
0.7681. 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 had a positive day of trading, trading as high as 1.3334 before
suffering a minor late setback to close at 1.3313. We are neutral,
anticipating a range of 1.3215-1.3320. Resilient fundamentals may
insulate the SGD partly against dollar strength, alongside prior
underperformance.

Factors supporting: Economic recovery, CNH strength

Factors against: Risk aversion, potential deterioration in Singapore
fundamentals

3



19 January, 2021 )E 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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