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Daily Market Highlights

Key Takeaways Market Snapshots

e US stocks retreated further as investors turned more

cautious over the past couple of days with stimulus Lo, Hile D WUL%)
optimism taking a backseat for the time being. The Dow |Dow Jones Ind. 31,493.34 -0.38 2.90
Jones and S&P 500 lost around 0.4% while NASDAQ fell more  |S&P 500 3,913.97 -0.44 4.20
sharplyby0.7%. The sell down oftech s hares continued but | rrse 100 6,617.15 1.40 24>
enefrgystocks were the blg.gest Ios.ers.' Investor§ resumed e 30,595.27 1ss 1258
selling longer-dated treasuries, |eading yields to climb atthe
longerend. 10Y UST yield last traded at near 1.3% (+2.5bps) KLcl 1,575.84 i -%16
while the 30s rose to 2.08% (+4.5bps). Yield curves generally |ST! 2,908.85 -0.40 2.29
steepened. Dollar Index 90.59 -0.39 0.73
WTI oil ($/bbl) 60.52 -1.01 2473
e The greenback broadly weakened across allmajor currencies Brent oil ($/bbl) 63.93 064 25 48
as investors reassessed the needsfor President Biden to go
aheadwith his$1.9trillion stimulus bills following a fresh Gold (S/02) 1,775.00 0.R B4
reboundin US retail sales and other upbeat US economic | CPO (RM/tonne) 3,985.00 1.37 5.20

data. GBP surged by 0.9% to 1.3975, just shy of the 1.4 Source:Bloomberg
critical level. In the commodity sector, gold prices
consolidated recent lossesto stabilise at $1773.4/0z (+0.1%) FX Daily Change vs USD (%)
amida weaker USD. Crude oil prices retreated from the

= . GBP 0 85
multi-day rally; Brent crude fell 0.6% to $63.93/barrel while EUR 0.45
WTI shed 1% to $60.52/barrel. '
NzZD 0.42
e US initial jobless claims data disappointed at a four-week CHF 0.33
high of 861k, confirming views that the labour market AUD 0.22
remains weakin the US despite recently upbeat US data. In Py 0.19
the housing sector, housing starts fell for the first time in five CAD 0.17
months by 6% m/m inJanuary. The more than 10% surge in SGD 0.12
building permits offered some respites. Japan’s core CPI MYR 0.12
inflation improved to -0.6% y/yin January, a sign of easing CNH -0.39
deflationary pressure. The UK GfK Consumer Confidence 0.50 0.00 0.50 1.00

Indexrose to its strongest readingin five months albeit still
atnegative levels. Australia reported upbeat job data.

o DXY fell back after the 91.056 high hit on 18 February,

hitting a low of 90.541 in the process on Thursday. We see US > UK Y
selectivity in dollar performance versus G10 and Asia Japan > Australia >
currencies. Overall for the dollar, we eye a resistance of

91.20 and support at 90.40. Differentialsin Markit PMI data Up Next

may determine dollar movements againstvarious G10 m

Source: Bloomberg

currencies 19/02 UK RetailSales Inc Auto Fuel MoM (Jan) 0.30%

’ EC Markit Eurozone Manufacturing (Feb) 54.8

. EC Markit E i PMI (F 45.4

« USD/MYR closed modestly higher (+0.1%) at 4.0425. The arkit Eurozone Services PMI (Feb) >

rally in USD took a breather overnight as markets reassessed UK Markit UK PMI Manufacturing (Feb) >4.1

v . 8 . X . UK Markit/CIPS UK Services PMI (Feb) 39.5

upbeat US economic data andthe potential stimulus bills. US Ma kit US Manufacturing PMI (Feb 59

We maintainthe view thatrisingUS yields is likely to help Us Mark!I 0SS an.u a Plli/lnln(?: b) (Feb) 58.3

support USD/MYR inthe shorttermas the 10s looks set to US Ex?srtilng Hofnz/;caeIZs MoMe(Jan) 0 7.‘y

. 0, . . . . (o]
hit1.5%. USD'couIc'i firm up furtherif the selloff |'n USTs 22/02  MA Foreign Reserves (42036) $108.6b

resumes. Having said that, markets are nowreassessing the .

. . . ) - . . HK CPI Composite YoY (Jan) -0.7%
potential difficulties for Biden’s $1.9trillion stimulus bills to US Chicago Fed Nat Activity Index (Jan) 0.52
passatCongress. We turned neutral on USD/MYR today US Leading Index (Jan) 0‘3‘y

. (o]
ahead of the weekend. US Dallas Fed Manf. Activity (Feb) 7.0

Source: Bloomberg
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Macroeconomics

Initial jobless claims rose in the US; housing starts snapped
gaining streak:

Initial jobless claims unexpectedly rose to a four-week high of
861k for the week ended 13 Feb (previous: revised higher to
848k), dealing a blow to fresh optimism surrounding the US
economy amid falling Covid-19 infections and the ongoing
vaccines rollouts. The weaker reading followed a series of strong
January data such as the rebound in retail sales and solid
industrial production, confirming that the US labour market
remains weak.

Housing starts fell for the first time in five months by 6% m/min
January, more than analysts’ forecast of -0.5%. This came
alongside a sharp upward revision to December’s gain (revised to
+8.2% from +5.8%). This suggests that rising construction costs
alongside lower temperatures may have led developers to delay
their projects. Outlook for demand remains high in the sector as
reflected in the 10.4% m/m surge in building permits (Dec:
+4.2%).

Japan’s deflationary pressure eased in January; February PMIs
are mixed:

The CPI ex-fresh food fell 0.6% y/y inJanuary (Dec: -1%), marking
its smallest decline in four months. This is core inflation’s sixth
consecutive month of negative reading. The improvement
suggests some easing in deflationary pressures in Japan and
supports the BOJ’s view that the sharper fall in CPl was
temporary. The BOJ’s monetary policy review is due next month.

According to a preliminary report, Japan’s Jibun Bank
Manufacturing PMl rose to 50.6 in February, from 49.8 in January,
indicating a renewed improvement in the manufacturing sector.
The services PMI meanwhile fell to 45.8 (Jan: 46.1) to signal a
quicker deterioration in business activity across the services
industry.

UK consumer sentiment improved in February: The UK GfK
Consumer Confidence Index improved to -23 in February, from -
28 inJanuary. This is the index’s strongest readingin five months
as consumers turned more optimistic on personalfinance and less
gloomy over the economic outlook for the next 12 months. This
fits with the overall more upbeatsentiment in the UK amid easing
Covid-19 infections and quick vaccines rollouts.

Australia continued to report job growth:

The Australian economy added 29.1k jobs in January (Dec: +50k),
marking its fourth consecutive month of job gains since October.
This reflects a whopping number of 59k new full time jobs which
was offset by the loss of 29.8k part-time employments.

Unemployment rate also fell to 6.4% inJanuary, from 6.6% prior.
This was alongside a lower participation rate of 66.1% that
indicates a smaller labour force. The recovery in Australia’s job
market extended to the start of 2021 as virus remained well
contained; this should bode well for consumer spending outlook
and the overall economy in the coming months.

In a separate note however, initial estimate shows that retail sales
fell for the second month by 2.6% m/m in January (Dec: -4.1%).
Sales had last surged by more than 7% in November.

Forex

MYR (Neutral)

USD/MVYR closed modestly higher (+0.1%) at 4.0425. The rallyin
USD took a breather overnight as markets reassessed upbeat US
economic data and the potential stimulus bills. We maintain the
view that rising US yields is likely to help support USD/MYR in the
short term as the 10s looks set to hit 1.5%. USD could firm up
further if the selloff in USTs resumes. Havingsaid that, markets
are now reassessing the potential difficulties for Biden’s
$1.9trillion stimulus bills to pass at Congress. We turned neutral
on USD/MYR todayahead ofthe weekend.

USD (Neutral over 1-Week Horizon)

DXY fell back after the 91.056 high hit on 18 February, hitting a
low of 90.541 in the process on Thursday. We 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
againstvarious G10 currencies.

EUR (Neutral)

EUR/USD rebounded after the low 0f1.2023 on 17 February, now
almost reaching the 1.21 big figure. We have tapered our
bullishness for EUR, fearing that continually sluggish PMls can
weigh on EUR sentiments. We put resistance around 1.2130 while
supportatthe 5 Februarylow of 1.1952 if 1.2000 is broken.

GBP (Neutral-to-Bullish)

GBP/USD outperformed EUR and other G10 currencies on
Thursday. Pair was up by more than 0.8%, touching a high of
1.3986 inthe process. We stay slightly constructive on the pound,
although it may be limited by stretched levels. If the 1.4000
resistanceis breached, attention may shift towardsthe 2018 high
of 1.4377. Only a correction to 1.3800 may turn momentum away
from current uptrend.

JPY (Neutral-to-Bearish)

USD/JPY remained an underperformer, although it saw modest
downsides as USD strength abated. Pair retreated from a recent
high of 106.22 on 17 February and is now close to the mid-105
levels. With USD/JPY now ostensibly above the 100-105 range, we
see a 106.90 resistance as a first step towards moving higher to
108 big figure. Supportis at 105.00.

AUD (Neutral)

AUD/USD eked out modest gains on Thursday, hitting a high of
0.7790 in the process. We see range movements from 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 also saw modest downsides against the greenback on
Thursday. Pair was down to as low as 1.3262, after Wednesday’s
close of 1.3288. We see range movements for USD/SGD, and
anticipate a move below 1.3200 to shift focus towards the YTD
1.3157 low (support). Ifa reversal occurs on the upside, we watch
resistance at 1.3310.
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DISCLAIMER

This report is forinformation 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 adviceand is not intended as an offer or solicitation with respect to the purchase or sale of any of the financia |l
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 wit h
regard to the accuracy, completeness or suitability of the data. Any opinions expressed reflect the current judgment of the
authors ofthe 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, br okerage, 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 madein thisreport are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this reportare based on assumptions considered to be reasonable as ofthe date of the
document in which they are contained and must not be construedas a representationthat the mattersreferred to therein
will occur. Any projections or forecasts mentioned in this report may not be achieved due to multiplerisk factorsincluding
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 oftheir
independent financial advisor prior to takinganyinvestment decision based on the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion ofa 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 atyour own risk. HLBB does not acceptresponsibility whatsoever for any such material, nor
for consequences ofits use.

This report is not directed to, orintended 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
acceptingthis report, a recipient hereofagrees to be bound by the foregoing limitations.
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