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Global Markets Research

Daily Market Highlights

Key Takeaways Market Snapshots

e US stock benchmarks rallied to all-time highs, propelled by the -
tech sector after Netflix reported upbeat earnings and Last Price DoD % Y1D %
subscriber numbers that topped 200m at the end of 2020; |Dow Jones Ind. 31,188.38 0.83 1.90
optimism also stemmed partly from the inauguration of Joe |S&P 500 3,851.85 1.39 2.55
Biden who was sworn in as the 46th president of the United |FTSE 100 6,740.39 041 4.33
States. Markets also anticipated the new Administration to Hang Seng 29,962.47 1.08 10103
offer massive stimulus relief to Americans amid the raging |, | 1,601.54 0.02 158
pandemic. The Dow Jones rose 0.8% while the broader S&P500
index went up by 1.4%; NASDAQ outperformed again with a L 2,998.77 0.10 >45
nearly 2.0% daily gain. Tech shares and consumer discretionary | Pollar Index 90.48 -0.03 0.60
sectors were the major winners while financials shares were the | WTI oil ($/bbl) 53.24 0.49 9.73
sole loser of the day. Brent oil ($/bbl) 56.08 0.32 8.26

Gold (S/oz) 1,866.50 1.43 -1.33
» President Biden called for unity during the inaugural ceremony | cpo (RM/tonne) 3,600.00 007 496

and went on to sign his first executive orders that include
implementing a national 100-day mask mandate on federal
property, revoking the Keystone XL oil pipeline permit; lifting
travel ban from several Muslim and African nations as well as re-

Source: Bloomberg

FX Daily Change vs USD (%)

joining the Paris Agreement and the WHO. Treasury yields were CAD 0.80
little changed (-0.4 to -0.8bps). Gold prices jumped 1.4% to NZD 0.70
$1866.50/0z; Brent crude picked up moderately (+0.3%) to A::)s 0.35 0.68
$56.08/barrel; WTI rose 0.5% to $53.24/barrel. Minutes after . 0'35
Biden was sworn in, China banned nearly 30 former officials of CNH 0._;;2
the Trump Administration that include Trump’s secretary of GBP 0.18
state, Mike Pompeo. Asian stocks are poised to track the gain in MYR 0.17
US shares overnight; futures are pointing to a strong starts in CHF 012
Japan and China. EUR -0.19

-0.50 0.00 0.50 1.00

e On the data front, US homebuilding sentiment weakened in
January; inflation in the Eurozone and the UK remained muted. _ Source: Bloomberg

Japan’s exports rose for the first time in two years. Australia

added 50k jobs at year end. Focus now turns to the BOJ and Up Next
ECB’s meetings today. I
21/01  HK CPI Composite YoY (Dec) -0.2%

e DXY was relatively flat on Wednesday during Inauguration Day, EU ECB Deposit Facility Rate (21 Jan) -0.5%
closing at 90.48. The incoming Biden administration’s potential US Building Permits MoM (Dec) 5.9%
fiscal support and coordination with monetary policy prompted US Initial Jobless Claims (16 Jan) -
some weakness in the dollar after the high of 90.95 on 18 US Housing Starts MoM (Dec) 1.2%

US Philadelphia Fed Business Outlook 11.1

January, to a close of 90.50 by end-Tuesday. We watch for some

continued downward trend to reaffirm a shift to a more neutral- EU Consumer Confidence (Jan A) -13.9
to bearish USD. Support at 90.20 while resistance is at 90.90. JP BOJ Policy Balance Rate (21 Jan) -0.1%
22/01  Flash Manufacturing PMls for Japan, EU,

e USD/MVYR closed 0.2% lower at 4.0435 after BNM maintained NZ BusinessNZ Manufacturing PMI (Dec) 253
OPR unchanged at 1.75%, defying some expectations for a rate NZ CPI YoY (4Q) 1.4%
cut and a more dovish policy stance. In the short term, we JP Natl CPI Ex Fresh Food Yo (Dec) “0.9%

o . . ! AU Retail Sales MoM (Dec P) 7.1%
maintain our ne.u.tral to slllghtly bullish outlook for U.SD/MY.R on MA CPI YoV (Dec) 17%
the back of positive US stimulus as the newly sworn in President UK GfK Consumer Confidence (Jan) -26.0
Biden alongside Democrats-controlled Congress is expected to US Existing Home Sales MoM (Dec) 2.5%

deliver a huge stimulus package to Americans to prop up the Source: Bloomberg

economy. We maintain a weekly range of 4.03-4.08 for
USD/MYR this week.
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Macroeconomics

BNM maintained neutral stance, kept OPR unchanged: BNM
maintained the Overnight Policy Rate (OPR) at a record low of 1.75%
for a third consecutive meeting at its first policy meet for 2021
yesterday. This was a close call with a quite evenly split market view
between a pause and a cut. Overall policy tone was also not as dovish
as feared, offering no hints of a near term cut. In a separate
statement, BNM also announced the extension of flexibility for
banking institutions to use MGS and GlI to meet the SRR compliance
for another 19 months to 31 December 2022. We maintain our house
view that BNM would keep OPR unchanged at 1.75% this year,
barring any escalation in downside growth risks especially if
containment measures prove futile. The MPC statement is overall
neutral and reiterated that the stance of monetary policy is
“appropriate and accommodative”.

US homebuilding sentiment weakened to four-month low: The
NAHB Housing Market Index, a key gauge of US homebuilders’
sentiment slipped to a four-month low of 83 in January, from 86
prior. Developers’ concerns over housing demand may have
stemmed from higher building materials costs as well as rising home
prices and tight inventory.

Eurozone CPl inflation stayed muted: The Eurozone’s HICP inflation
rebounded by 0.3% m/m in December, from the -0.3% m/m prior.
The annual inflation rate remained at -0.3% y/y for the fourth
consecutive month, reflecting muted inflation in the euro area. Core
inflation was also steady at 0.2% y/y for four month straight. Low
inflation, a sign of weak spending is among the reasons why the ECB
maintains a dovish monetary policy amid a pandemic.

UK CPI inflation quickened in December: UK CPI rose 0.3% m/m in
December (Nov: -0.1%), translating to a yearly gain of 0.6% y/y (Nov:
+0.3%). The annual reading was above consensus forecast of 0.5%
y/y. Core CPI rate also quickened to 1.4% y/y. The acceleration of
inflation reflects higher consumer spending in between lockdown
periods but remained below the BOE’s 2.0% target.

Japan exports rose for the first time in 2 years: Japan exports rose
2.0% y/y in December (Nov: -4.2%), its first growth in two years since
late 2018, boosted by demand from China. This helped smooth some
concerns over the weak economic recovery in Japan as the country
faced its worst Covid wave. Shipments to the US and Europe
meanwhile fell on yearly basis, underscoring weakness that stemmed
from the pandemic. Imports fell 11.6% y/y decline (Nov: -11.1%).

Australia’s unemployment rate fell in December: Australia added
50k jobs in December (Nov: +90k), as both part-time and full-time
employments rose in the last month of 2020, highlighting the
economy’s ongoing job recovery following the hard lockdown
imposed in the state of Victoria. The unemployment rate also fell to
6.6%, from 6.8% prior; while the participation rate went up (66.2% vs
66.1%) that indicates the return of more workers to the job market.

Forex

MYR (Neutral to Slightly Bearish)

USD/MVYR closed 0.2% lower at 4.0435 after BNM maintained OPR
unchanged at 1.75%, defying some expectations for a rate cut and a
more dovish policy stance. In the short term, we maintain our
neutral to slightly bullish outlook for USD/MYR on the back of
positive US stimulus as the newly sworn in President Biden alongside
Democrats-controlled Congress is expected to deliver a huge
stimulus package to Americans to prop up the economy. We
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-Bearish Outlook over 1 Week Horizon)

DXY was relatively flat on Wednesday during Inauguration Day,
closing at 90.48. The incoming Biden administration’s potential fiscal
support and coordination with monetary policy prompted some
weakness in the dollar after the high of 90.95 on 18 January, to a
close of 90.50 by end-Tuesday. We watch for some continued
downward trend to reaffirm a shift towards a neutral to bearish USD
outlook. Support at 90.20 while resistance is at 90.90.

Factors supporting: Higher vyields, Democrat sweep reducing
reliance on monetary policy, risk aversion, Global tensions
Factors against: Ultra-easy Fed policy, economic
vaccination

recovery,

EUR (Neutral)

EUR/USD was down by 0.19% to a close of 1.2106. We turn neutral
for now. There may be renewed upsides if 1.2150 is breached
promptly towards a 1.2150 to 1.2300 range. However, we remain
cautious towards a 1.2068 support, if risk aversion returns again.
Focus turns to ECB meeting on 21 January and PMls the day after.
Factors supporting: Improvement in Eurozone fundamentals
Factors against: Risk aversion, Covid-19 outbreak, ECB introducing
further monetary measures

GBP (Neutral-to-Bullish)

GBP/USD rebounded after the low of 1.3520 on 18 January, towards
a close of 1.3654 on Wednesday close. We turn towards a slightly
constructive view, watching for further rebounds towards a 1.3704
resistance to signal a change in momentum. Data focus is on retail
sales and PMI on 22 January.

Factors supporting: Rapid increase in vaccination rates

Factors against: Risk aversion, Covid-19 outbreak, Bank of England
increasing monetary accommodation

JPY (Neutral)

USD/JIPY was slightly down by 0.35% on Wednesday,
underperforming G10 peers. This brought a close of 103.54 for the
pair, after touching a low of 103.45. JPY may underperform on a mix
of weak domestic fundamentals, risk appetite rebound and central
bank watch. BOJ announces policy decision today and markets are
anticipating some updates in its economic and financial news.
Support and resistance at 103.00 and 104.45 respectively.

Factors supporting: BOJ policy, risk aversion

Factors against: Weak fundamentals, Covid-19 outbreaks in Japan
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AUD (Neutral-to-Bullish)

AUD/USD was up again, by 0.68% on Wednesday. This brought pair to
a high of 0.7761 and close of 0.7747, after a recent low of 0.7659. Data
watch is on employment and retail sales figures later the week. We
turn constructive on AUD. AUD may later benefit from recovering
commodity price outlooks, and as event risks dissipates. However, pair
has looked stretched and we watch for a range of 0.7600-0.7810.
Factors supporting: Fundamentals improve from current levels
Factors against: Risk aversion, RBA policy, Australia-China relations

SGD (Neutral)

USD/SGD moved downwards by 0.35% on Wednesday, reaching a low
of 1.3246 and a close 2 pips higher. Range of 1.3200-1.3360 is still likely
to persist as we stay confident of Singapore’s fundamentals at the
moment. However, Covid-19 community clusters are returning and
presents slight risks towards the current economic situation at this
stage.

Factors supporting: Economic recovery, CNH strength

Factors against: Risk aversion, potential deterioration in Singapore
fundamentals
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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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