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Global Markets Research

Daily Market Highlights

730k last week, better than consensus forecast. The US
4Q GDP growth was revised to 4.1% q/q (vs 4.0% prior).
Durable goods orders rose for the ninth month but the fall
in pending home sales indicates fatigue in housing boom.

Key Takeaways Market Snapshots

US stocks tumbled overnight, reversing the most recent X ) .
gains. Investors fled the tech sector and spurred the Last Price Dbl M)
broad-based selling of equities. The Dow Jones Industrial |Dow Jones Ind. 31,402.01 -1.75 2.60
Average shed nearly 560pts or 1.8% after just hitting a [S&P 500 3,829.34 -2.45 1.95
record high in the prior session; the S&P 500 lost 2.5% and | FTSE 100 6,651.96 -0.11 2.96
NASDAQ plunged 3.5%. Fed Chair Jerome Powell’s dovish Hang Seng 30,074.17 1.20 105
congressional testimony did not stop investors from KLCI 1,581.54 154 2l81
selling treasuries as markets continued to anticipate
higher inflation that could lead the Fed to tighten policy S 2,973.54 168 4.36
eventually. The latest set of jobless claims data suggest |Dollar Index 90.13 -0.05 0.22
that economic recovery is underway and are supportive of |WTl oil ($/bbl) 63.53 0.49 3102
this view. Brent oil ($/bbl) 66.88 -0.24 2911

Gold (S/o0z) 1,775.40 -1.17 -6.55
Bond yields jumped by 4 to 21 bps across the _curve, made CPO (RM/tonne) 3,975.00 053 2.8
worse by the poor demand for the newly auctioned 7-year
treasury notes which yielded a poor BTC of 2.04x. The yield
on 10Y UST crossed 1.60% briefly before pulling back to FX Daily Change vs USD (%)
1.52% (+14bps). The curve steepened sharply. The dollar CHF 0.19
staged some moderate rebound - commodity currencies EUR 0.07
as well as GBP and JPY weakened against the USD. CHF MYR 0.04
went up slightly while EUR was flat. This left the dollar JPY -0.38
index flat at 90.13. Gold prices extended decline to the SGD -0.45
third session, futures shed more than 1.0% to $1775.4/oz. CNH -0.64
Oil prices stabilised with Brent crude holding steadily at CAD -0.74
$66.88/ barrel while WTI up slightly (+0.5%) to NzD -0.85
$63.53/barrel. GBP -0.89

AUD -1.19

On the data front, US initial jobless claims fell by 111k to 150 -1.00 2050 0.00 0.50

Source: Bloomberg

Overnight Economic Data

Eurozone’s economic sentiment improved amid us > Eurozone A New Zealand %
vaccination drives. Japan’s industrial production rose  japan A Hong Kong N
4.2% m/m and retail sales fell 0.5%. Hong Kong exports Up Next
reported double digit jump (+44%) on favourable base S —— Prior
effect. New Zealand’s annual trade surplus narrowed in 26/02  MA Exports YoY (Jan) 10.8%
T IE: Sl Industrial Production YoY (Jan) 14.3%
DXY was slightly down on Thursday, as it struck by 32 ?:I\,/;nncj g:::;il';a((j:nls)alance Gan) SSBZZIZb
volatility, with a relatively wide intraday range of 89.68- US PCE Core Deflator Yo (Jan) 1.5%
90.29. After the dust settled, USD strengthened against US U. of Mich. Sentiment (Feb F) 76.2
AUD, GBP and NZD, but weakened slightly compared to 01/03 AU AiG Perf of Mfg Index (Feb) 553
the EUR. We anticipate a slightly bearish USD ahead, and AU Home Loans Value MoM (Jan) 8.6%
eye a range of 89.40-90.60. VN Markit Vietnam PMI Mfg (Feb) 51.3
MA Markit Malaysia PMI Mfg (Feb) 48.9
USD/MYR continued to trade on a neutral note, closing IN Jibun Bank Japan PMI Mfg (Feb F) 50.6

little changed (-0.034%) at 4.0400 on Thursday. We remain
neutral on USD/MYR, given the continuously mixed USD

CH Caixin China PMI Mfg (Feb) 5

15

EC Markit Eurozone Manufacturing PMI 57.7
performance and anticipate a range of 4.0250-4.0600 UK Markit UK PMI Manufacturing SA 54.9
amid a lack of catalyst on the domestic front. Exports data US Markit US Manufacturing PMI (Feb F) 58.5
are not expected to elicit any meaningful movements on US Construction Spending MoM (Jan) 1.0%
the pair. US ISM Manufacturing (Feb) 58.7

Source: Bloomberg

1]



26 February, 2021

3% HongLeong Bank

Macroeconomics

Lower initial jobless claims points to US job market recovery:
Initial jobless claims came in lower than expected at 730k for the
week ended 20 Feb, 111k fewer than 841k claims recorded in the
prior week. Analysts had been expecting the new filings for
unemployment benefit to be at 825k. The positive reading offers
signs that the US job market is recovering further as the
improvement in the pandemic situation alongside ongoing
vaccination drives allowed businesses to hire more employees.
However there is also the possibility that the energy crisis and cold
weather have disrupted the process to file for claims.

The US’ 4Q annualised GDP growth was revised higher from 4.0%
to 4.1% qg/q according to the latest estimate. This followed the
33.4% q/q rebound in 3Q when the economy reopened. For the full
year of 2020, the US economy shrank 3.5% (2019: +2.2%).

Durable goods orders rose 3.4% m/m in January (Dec: +1.2%),
marking its ninth consecutive months of gains. Core capital orders
also registered a 0.5% m/m increase (Dec: +1.5%), implying at
strong business spending.

Pending home sales fell 2.8% m/m in January (Dec: +0.5%), adding
to signs of fatigue in the current housing boom, suggesting that
existing home sales may pull back in the coming months.

The Kansas City Fed Manufacturing Index rose to 24 in February
(Jan: 17), in line with solid manufacturing data.

Eurozone’s economic sentiment improved in February: The
European Commission Economic Sentiment Indicator improved to
93.4 in February, reflecting less gloomy sentiments across the
services, industrial and consumer segments. The number of new
Covid-19 cases remained high in major economies but the ongoing
vaccination drives helped improve overall confidence levels.

Japan’s industrial output came back strong after two-month slide;
retail sales saw marginal decline:

Japan’s industrial production staged a strong 4.2% m/m rebound in
January (Dec: -1.0%) after pulling back for two months straight in
Nov-Dec. The reading is better than consensus forecast of 3.8%, as
strong external demands supported the industrial sector.
Compared to the same month last year, output was 5.3% y/y lower
(Dec: -2.6%).

Retail sales recorded a minor 0.5% m/m in January (Dec: -0.7%),
marking its third successive fall since November. The smaller than
expected fall came as a surprise given that the pandemic was still
raging in January. The number of daily cases has reduced
significantly in February, suggesting that retail sales may have
improved this month. Year-on-year, retail sales fell 2.4% (Dec: -
0.2%).

Hong Kong exports jumped 44% on base effect: Hong Kong’'s
exports jumped 44% in January (Dec: +11.7%) thanks to favourable
base effect. In the same month last year, exports had fallen by
nearly 23%. The sharp growth was a result of broad-based increase
in shipments to its trading partners- exports to China (HK’s main
trading partner) registered a whopping 58.8% y/y growth ahead of
the Lunar New Year celebration while exports to the US and Japan
also rose over 18% y/y. Imports recorded an equally steep growth
of 37.7% y/y (Dec: +14.1%).

Forex

MYR (Neutral)

USD/MYR continued to trade on a neutral note, closing little
changed (-0.034%) at 4.0400 on Thursday. We remain neutral on
USD/MYR, given the continuously mixed USD performance and
anticipate a range of 4.0250-4.0600 amid a lack of catalyst on the
domestic front. Exports data are not expected to elicit any
meaningful movements on the pair.

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

DXY was slightly down on Thursday, as it struck by volatility, with a
relatively wide intraday range of 89.68-90.29. After the dust settled,
USD strengthened against AUD, GBP and NZD, but weakened slightly
compared to the EUR. We anticipate some slight dollar weakness
ahead, and eye a range of 89.40-90.60.

EUR (Neutral-to-Bullish)

EUR/USD advanced slightly on Thursday, within an intraday range of
1.2156 and 1.2243. Pair pulled back after the intraday high to end
around 1.2175 level. We are slightly constructive on EUR/USD,
placing resistance at 1.2280 and support at 1.2050.

GBP (Neutral-to-Bullish)

GBP/USD stretched to a high of 1.4182 (lower than previous
session’s 1.4282), but retreated to just above the 1.4000 big figure.
This was dragged by market concerns, after prior outperformance.
If GBP moves higher again, the focus is on the 2018 high of 1.4377.
However, a correction to 1.4000 may turn momentum away from
current uptrend.

JPY (Neutral-to-Bearish)

JPY stayed vulnerable despite risk aversion. USD/JPY reached a high
of 106.40 before a pullback to close around 106.20. We turn biased
against the yen, examining a range of 105.00-107.50 for USD/JPY.
There is a possibility of range movements instead.

AUD (Neutral-to-Bullish)

AUD/USD pulled back from market fears after prior rallies. Pair
touched a high of 0.8007, highest since February 2018. However, it
plummeted sharply to a low of 0.7859, closing near-by. We stay
slightly bullish on AUD, after recent volatility. We see eventual
upside momentum, with resistance at 0.8000. A pull back to 0.7850
will signal at some consolidation, before the upward movements
resume.

SGD (Neutral)

USD/SGD gave up some prior downward moves, back up to a high of
1.3269 after hitting a low of 1.3165. This was affected by risk
aversion. For the week ahead, we expect USD/SGD to stay within a
range of 1.3157-1.3390. We expect the SGD to benefit from dollar
weakness, although it may underperform other currencies’ rallies.
Industrial production is the key data left for this week to watch.
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New Zealand’s sentiment stabilised; recorded trade deficit in
January:

New Zealand’s business confidence weakened in February
according to the latest ANZ Confidence Index which came in lower
at 7.0 (Dec: 9.4). The activity outlook index was little changed. Note
that ANZ did not conduct a survey in January.

In a separate note, the ANZ Consumer Confidence Index was also
little changed at 113.1 in February (Jan: 113.8). Both readings
implied some consolidations in overall economic sentiments as the
recovery expectations in New Zealand fizzled out.

New Zealand recorded a narrowed trade surplus of NZD 2.75b in
the 12 months to January (Dec: 2.98b) after it recorded a deficit of
NZD626m in the single month of January. Exports fell sharply by
22.2% m/m in January (Dec: +2.7%) reflecting fall in dairy exports
while imports was 9.4% m/m lower (Dec: +8.1%)
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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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