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Global Markets Research

Daily Market Highlights

Key Takeaways Market Snapshots

e US stocks and bonds saw another round of selloff on ) . 3
Thursday as investors shifted to focus on the Fed’s upgrade La-thlice obib )
on its growth, unemployment and inflation projections for |Dow Jones Ind. 32,862.30 -0.46 7.37
2021 in the latest FOMC meeting despite having maintained S&P 500 3,915.46 -1.48 4.24
its dovish policy stance. Investors overwhelmingly sold tech FTSE 100 6,779.68 0.25 2.9
shares but losses were broad-based across sectors. Energy

I . . Hang Seng 29,405.72 1.28 7.99

shares slumped as oil prices crashed. Financial shares were
the sold gainer overnight. The Dow Jones and S&P 500 KLCI 1,627.99 0.19 0.05
retreated by 0.5% and 1.5% from their record high levels |STI 3,137.66 0.90 1033
while NASDAQ was down by 3%. Dollar Index 91.86 0.46 2.14

e Yields rose 2 to 6.7bps across the curve. The 10Y UST picked WTi il (5/bbl) 60.00 712 -
up 6.5bps to 1.71%, its highest level since January last year Brent oil (5/bbl) 63.28 -6.94 22146
before the global pandemic. The 2s10s curve steeped for the | Gold (S/0z) 1,732.50 031 -8.64
third session. The dollar index strengthened, tracking CPO (RM/tonne) 4,198.50 -0.52 1084

higher yields. Gold futures were 0.3% higher at $1732.5/0z.
Oil prices saw their biggest single-day losses since April last
year when prices fell into negative territory, erasing the

FX Daily Change vs USD (%)

gains for the past three weeks. Brent crude and WTI closed MYR 0.26
7% lower at $63.28/barrel and $60/barrel respectively after 1PY 0.04
having fallen for the past four sessions as investors SGD 0.27
reassessed the outlook for crude oil demand. GBP -0.29
e The BOJ is expected to announce the result of its policy CNH -0.32
review around noon and some tweaks to its yield-curve- AUD -0.50
control operation, possibly in the form of allowing bigger CHF -0.51
fluctuations in the benchmark 10Y JGB vyield. The BOE EUR -0.53
yesterday maintained its monetary policy and remained CAD -0.66
cautiously optimistic over the growth outlook. Initial NZD -1.04
jobless claims in the US rose to 770k last week, Eurozone’s
two-way trade with the UK fell substantially in January after -1.50 -1.00 -0.50 0.00 0.50

the transition period ended, Japan’s inflation clocked its
negative rate for seventh straight month. Australia reported

impressive job data.
Overnight Economic Data
o Dollar strengthened slightly on Thursday, dropping as low as us 2 Eurozone

Source: Bloomberg

the 91.30 region before rising towards the end of the trading  Japan ¥ Australia A
session to close at 91.86. Optimism for FOMC now fading
towards market volatility again. We could possibly see a Up Next
bullish dollar above 92 as US Treasury yields remained firm. Date Events Prior
We see a range of 91.40-92.50 for the coming few sessions. 19/03 AU Retail Sales MoM (Feb P) 0.5%
JN BOJ Policy Balance Rate -0.1%
e USD/MVYR fell 0.3% to 4.1105 on Thursday, reversing gains 22/03 CH 1-Year Loan Prime Rate (22 Mar) 3.85%
made in the previous two sessions. The rebound in USD MA Foreign Reserves (15 Mar) $109.0b
alongside the fall in oil prices amid the renewed risk-off HK CPI Composite YoY (Feb) 1.90%
sentiment is expected to weigh on the MYR today especially US Chicago Fed Nat Activity Index (Feb) 0.66
ahead of the weekend, potentially leading USD/MYR to US Existing Home Sales MoM (Feb) 0.60%
trade near the upper side of our weekly 4.09-4.15 range. Source: Bloomberg
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Macroeconomics

BOE left monetary policy unchanged; shrugged off rising bond
yields:

The Bank of England’s MPC voted unanimously to keep the bank rate
unchanged at 0.1% and its QE program at £895b as widely expected.
It said that “the existing stance of monetary policy remains
appropriate”.

As expected, the BOE turned more optimistic over the UK’s outlook,
citing falling Covid-19 infections and hospitalisations and rapid
vaccination pace as well as support from new policy announcements
in Budget 2021.

It acknowledged the rising yields of longer-term government bonds in
advanced economy but said that prices of risky asset have remained
resilient and the UK’s financial conditions have been “broadly
unchanged”.

CPI inflation is expected to return to around the 2% target in the
spring. It concluded cautiously by reiterating its readiness to take
“whatever additional action” necessary, should outlook for inflations
weaken.

US initial jobless claims at 770k last week:

Initial jobless claims unexpectedly rose 58k to 770k for the week
ended 12 March (prior: +725k). The 4-week moving average
continued to fall to 746.5k (prior: 762.3k) and the positive downtrend
is expected to continue in the coming weeks thanks to fiscal
injections and amid quickening vaccination rate.

The Philadelphia Fed’s Business jumped to 51.8 in March, from 23.1
in February, reflecting a steep rise in prices paid, new orders,
shipments and a moderate increase in employment. The sharp gain in
unfilled orders showed that supply chain constraint continued to
drag on the manufacturing industry in March.

The Conference Board Leading Index rose 0.2% m/m in February (Jan:
+0.5%), its smallest gain in ten months as the fall in building permit,
average workweek and average consumer expectations contributed
negatively to the index.

Eurozone’s trade surplus narrowed in January; trade with the UK fell
after Brexit:

The euro area’s trade surplus narrowed to €24.2b in January, from
€27.5b prior, reflecting the increase in imports by 1.3% m/m and the
2.8% fall in exports. The international trade remained below pre-
pandemic level.

There was a significant drop in exports to the UK (-31.9% m/m)
following the end of the Brexit transition period. Imports from the UK
also slumped by a whopping 57.5% m/m.

Japan’s consumer prices fell for the seventh month: The CPl-ex fresh
food, the BOJ’s inflation gauge fell 0.4% y/y in February (Jan: -0.6%),
marking its seventh consecutive negative reading since August last
year. The trend has started since April 2020 when the government
imposed a national lockdown to curb the pandemic. Prior to that,
inflation rates were still positive but had stayed below 1% y/y for the
entire 2019. Despite this, we do not expect the BOJ to abandon its
2% inflation target.

Forex

MYR (Neutral-to-Bearish)

e USD/MYR fell 0.3% to 4.1105 on Thursday, reversing gains made in
the previous two sessions. The rebound in USD alongside the fall in
oil prices amid the renewed risk-off sentiment is expected to weigh
on the MYR today especially ahead of the weekend, potentially
leading USD/MYR to trade near the upper side of our weekly 4.09-
4.15 range.

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

e Dollar strengthened slightly on Thursday, dropping as low as the
91.30 region before rising towards the end of the trading session to
close at 91.86. Optimism for FOMC now fading towards market
volatility again. We could possibly see the dollar above 92 as US
Treasury yields remained firm. We see a range of 91.40-92.50 for
the coming few sessions.

EUR (Neutral-to-Bearish)

e EUR/USD fell mostly on Thursday, rising as high as 1.1989 before
suffering losses to end the day at 1.1915. We turn slightly
pessimistic of the pair from market volatility. The European
Medicines Agency has ruled that the AstraZeneca vaccine is safe to
use again. Anticipate a range of 1.1850-1.1980 for the week ahead.

GBP (Neutral)

e GBP/USD rose to a high of 1.4001 before suffering late losses to
close at 1.3925. This came after Bank of England’s unchanged
monetary policy decision, where the main message appeared to be
“keep calm and carry on”. We now see a range of 1.3800-1.4000
for the week ahead after market optimism faded.

JPY (Neutral-to-Bearish)

e USD/JPY was as high as 109.30 on Thursday before picking back up
towards the end of the trading session to close at the 108.89
region. This comes ahead of the Bank of Japan’s policy decision
announcement today where they are expected to keep the policy
rates unchanged at -0.1% but slightly tweak the yield-curve control
strategy. BOJ is reportedly widening the yield target range to
0.25%. We see a range of 108.50-110.00.

AUD (Neutral-to-Bearish)

e AUD/USD traded in an intraday range of 0.7749-0.7849, last
dipping to a close of 0.7759. Prior gains were reversed as the US
Treasury yields rose and commodity prices fell. Support close to
0.77 big figure, while resistance is at 0.79 big figure.

SGD (Neutral)

e USD/SGD has climbed to a 1.3437 close after briefly heading down
the previous session around the 1.34 big figure. Thursday’s
volatility is unfavourable for SGD and we taper down our
expectations. Singapore CPI and industrial production next to focus
on. Resistance now estimated at 1.3531’s high on 9 March. We
place a support of 1.3320.
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Australia’s impressive February job data:

The unemployment rate fell from 5.8% in February (Jan: 6.3%), far
surpassing consensus estimate of 6.3%. Impressively, the
participation rate was unchanged at 66.1%, indicating that the fall
in jobless rate was not the result of shrinking labour force.

The Australian economy added a total of 88.7k jobs in February,
after the 29.5k gain in January. The reading also beat consensus
estimate of +30k. Adding to the good news is that all job gains
came from the full-time employment segments (+89.1k) which was
slightly offset by the 500 losses in part-time jobs. This bodes well
for consumer spending, reaffirming that Australia is on the right
recovery path.

3



19 March, 2021 % 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.

4


mailto:HLMarkets@hlbb.hongleong.com.my

