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Daily Market Highlights

Key Takeaways

US stocks rebounded overnight from the recent rout amid
solid corporate earnings and better US data. The broad-
based increaseswere led by the financials and materials
sectors. Investor confidence was buoyed by brokers’ move
to curb trading of several volatiles stocks namely
GameStop and AMC that have captured enormous
attentions global attention in the past week. Shares of
GameStop plunged by 44% overnight. The Dow Jones and
S&P500 both gained nearly 1% d/d while NASDAQ inched
up by0.5%. Treasuryyields broadly picked up as the stock
markets recovered; 10Y UST yield last traded 3bps lower at
1.05%. Safe haven dollar retreated as well amid stock
markets rebound.

Gold futures slipped 0.4% for the sixth session to
$1841.8/0z. Qil prices fell onthe back of concerns over the
South African Covid-19 variant that is said tohave reached
the US. Brentcrudeshed 0.5% to $55.53/barrel and WTI
lostnearly 1% to $52.34/barrel. The Fed left its monetary
policy unchanged as widely expected. It acknowledged
that economic recovery pace has moderated in recent
months but added “progress on vaccinations” in its
statement. Moody’s affirmed Malaysia’s A3 rating and
maintained its Stable outlook, citing medium term growth
prospectto “remain strong” and policy makinginstitutions
to remain “credible and effective”.

The US economy expanded by 4% q/q annualised rate,
leaving the full-year growth for 2020 at -3.5%. Initial
joblessclaims fell to 847k last week. New home sales rose
forthe firsttime infive months but still posted the best
yearsince 2006. US’ goodstrade deficit narrowed to $82.5b
as exports surged. Eurozone’s economic sentiment
weakenedinlJanuary. Japan’s retail and manufacturing
sectors battered by surging virus. New Zealand posted trade
surplus in 2020, thanks to lower imports.

DXY was down by 0.21% on Thursday, coming off after
Wednesday’s increase. We are neutral on the USD for the
week ahead, althoughrisks are fora stronger dollar. With
major central banks staying neutral, major near-term
drivers are on Covid-19 containmentthat will likely affect
economic fundamentals, relative economic data and equity
earnings. Marketrisk aversion maysupport a stronger
dollarnear-term, especiallyif confidence falls further.

USD/MYR closed on a flat note for the third consecutive
session on Wednesday at 4.0460 ahead of Thaipusam
publicholiday. We are neutral to slightly bearish on the
pair, expectingnot much of a movement ahead of the long
weekend.

Market Snapshots
Last Price DoD % YTD %
Dow Jones Ind. 30,603.36 0.99 -0.01
S&P 500 3,787.38 0.98 0.83
FTSE 100 6,526.15 -0.63 1.02
Hang Seng 28,550.77 -2.55 4.85
KLCI 1,580.62 0.34 -2.86
STI 2,920.30 -1.30 2.69
Dollar Index 90.46 -0.21 0.58
WTI oil ($/bbl) 52.34 -0.96 7.87
Brent oil ($/bbl) 55.53 -0.50 7.20
Gold (S/0z) 1,837.90 -0.38 2.81
CPO (RM/tonne) 3,580.00 0.00 -5.49
Source: Bloomberg
FX Daily Change vs USD (%)
CNH 0.32
AUD 0.26
GBP 0.25
NzD 0.15
EUR 0.09
CHF 0.00
SGD -0.02
MYR -0.04
JPY -0.15
CAD -0.20
-0.40 -0.20 0.00 0.20 0.40
Source: Bloomberg
Overnight Economic Data
uUs > Eurozone
Japan v New Zealand )
Up Next
29/01  MA Exports YoY (Dec) 4.3%
HK GDP YoY (4QA) -3.5%
US Personal Income (Dec) -1.1%
US Personal Spending (Dec) -0.4%
US PCE Core Deflator YoY (Dec) 1.4%
US MNI Chicago PMI (Jan) 58.7
US Pending Home Sales MoM (Dec) -2.6%
US U. of Mich. Sentiment (JanF) 79.2
Markit Manufacturing PMls for Japan,
01/02 China, Vietnam, Malaysia Eurozone, UK,
AU AiG Perf of Mfg Index (Dec) 52.1
AU Home Loans Value MoM (Dec) 5.6%
EC Unemployment Rate (Dec) 8.30%
US Construction Spending MoM (Dec) 0.9%
US ISM Manufacturing (Jan) 60.7

Source: Bloomberg
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Macroeconomics
® US economy grew 4% in 4Q and shrank 3.5% for full year; new

jobless claims still high:

According to preliminary data, the US economy grew at an
annualised rate of 4.0% q/q in the fourth quarter of 2020,
following a sharp 33.4% rebound in the third quarter. Compared
to the same quarter in 2019, real GDP was still 2.5% y/y lower.
For the full 2020, the economy shrank by 3.5%, its first decline
since the financial year crisis more than ten years ago.

Initial jobless claims were lower at 847k for the week ended 23
Jan, down from a revised 914k prior. The high levels of new
filings for jobless benefits remained at high levels despite the
weekly decline amid a sluggish job market revival that was
further delayed by tighter business restrictions in certain states.
New home sales rose for the first time in five months by 1.6%
m/m to 842k units annualised pace in December, after the shamp
12.6% decline prior. However the full year, sales climbed 3.6% to
811k, its highest level since 2006 before the subprime crisis. The
median price for new homes rose 8% to $355.9k for 2020.
Goods trade deficit narrowed to $82.5b in December (Nov: -
$85.5b) thanks to a robust exports growth of 4.6% m/m. Imports
also increased albeit at a more modest pace of 1.4%. This
suggests improvement in the US’ internationaltradeat year end;
the full report is due next week.

The Conference Board Leading Index edged up by 0.3% m/min
December (Nov: +0.7%), suggesting moderating growth that was
driven by weaker jobless claims data which shed 0.32ppt from
the headline index.

The Kansas City Fed Manufacturing Index picked up to 17.0 in
January, from 14.0 in December, against the moderating trend
of other regional manufacturing gauges.

Eurozone economic sentiment weakened in January: The European
Commission Economic Confidence Index fell to 91.5 in January, from
92.4 prior of which consumer and services sector confidence levels
both declined. Some improvement was noted in industrial sentiment.
The extended lockdowns and rather slow rollout of vaccines may
have contributed to the more gloomy feeling.

Japan’s retail and manufacturing sector hit by surging virus; jobless
rate steady:

Retail sales in Japan fell 0.8% m/m in December (Nov: -2.1%),
marking its second consecutive monthly decline. Sales were
0.3% y/y lower compared to the same month last year. This
mainly reflects fall in sales of food and beveragesas surging virus
cases curbed spending on dining. Sales of apparels and
accessories managed to post a rebound.

Jobless rate was unchanged at 2.9% in December, better than
analysts’ expectations that called for a higher 3% rate. This was
mainly because of the shrinkage of the labour force.
Unemployment level still rose by 60k. The job-to-applicant ratio
was alsoflatat 1.06 in the same month.

Industrial production fell 1.6% m/m in December (Nov: -0.5%),
marking its second month of decline. The surging pandemic in
November cut short the manufacturing industry’s five-month
gaining streak.

Forex

MYR (Neutral)

USD/MYR closed on a flat note for the third consecutive session
on Wednesday at 4.0460 ahead of Thaipusam public holiday. We
are neutral to slightly bearish on the pair, expecting not much ofa
movement ahead ofthe long weekend.

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

Factors against: Riskaversion, domesticpolitics, second lockdown.

USD (Neutral over 1-Week Horizon)

DXY was down by 0.21% on Thursday, coming off after
Wednesday’s increase. We are neutral on the USD for the we ek
ahead, although risks are for a stronger dollar. With major
central banks staying neutral, major near-term drivers are on
Covid-19 containment that will likely affect economic
fundamentals, relative economic data and equity earnings.
Market risk aversion may support a stronger dollar near-term,
especially if confidence falls further.

Factors supporting: Risk aversion, Covid-19 resurgence

Factors against: Fed accommodation, vaccine, potential US
stimulus, Buoyant sentiments

EUR (Neutral)

EUR/USD stayed relatively flat, closingat 1.2122 after anintraday
range of 1.2081-1.2142. We stay neutral on the EUR, as markets
stay vulnerable on sentiments shifts. We see a range of 1.2050
(support) and 1.2175 (resistance). A breakaway of the range will
signal at some momentum either way.

Factors supporting: Economic data rebound

Factors against: Riskaversion, Covid-19 outbreak

GBP (Neutral)

GBP/USD recovered slightly after Wednesday’s losses, closing at
1.3721 after a high of 1.3746 on Thursday. We are neutral on the
GBP, although risks are on the downside. Resistance is at 1.3760
(before 1.3800), while a pullback turns attention to 1.3580.
Factors supporting: Breakthrough in news, USD weakness

Factors against: Risk aversion, Brexit, twin deficits, Bank of England
increasing monetary accommodation

JPY (Neutral-to-Bullish)

USD/JPY was slightly down as the USD weakened. Pair reached a
close 0f104.24, after a tight intraday range of 104.07-104.46. We
are slightly bullish on the JPY, dependent on dollar strength. JPY
may outperform other G10 currencies during periods of risk
aversion. We watch for a range of 103.00-104.40, with a
breakaway signallingat some momentum either way.

Factors supporting: BOJ policy, risk aversion, dollar weakness
Factors against: Weak fundamentals
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. New Zealand recorded trade surplus in 2020; consumer turned
more upbeat on economy:

New Zealand trade surplus narrowed to NZD2.94b in the 12
months to 31 Dec, down from the revised NZD3.3b in the 12
months to November. This compares to a deficit of
NZD4.47b at end-2019, largely because of the fall in imports
in the pandemic year.

The ANZ Consumer Confidence Index rose 1.6% m/m to
113.8 in January (Dec: 112.0). This marked its second
consecutive monthly increase as consumers turned more
upbeat over economic outlook at the start ofthe year. This
was reflected in their better assessments ofthe economy 1
and 5 years ahead, family finance 1 year ahead and the
climate to buy major household items.

AUD (Neutral-to-Bearish)

AUD/USD slightly recovered from Wednesday’s losses, up by 0.26%
andclosingat 0.7683. We turn neutral-to-bearish on the AUD for the
week ahead, given some vulnerability to risk aversion. We see
support around 0.7600 and resistance at 0.7750.

Factors supporting: Fundamentals improve from current levels
Factors against: Riskaversion, RBA policy, Australia-China relations

SGD (Neutral)
USD/SGD stayed relatively flat on Thursday, with pair closing just
below the 1.33 big figure after a high of 1.3341. We stay neutral,
anticipating slight outperformance from domestic containment of
the Covid-19 pandemic. Supportis at 1.3220 (before attention turns
tothe 1.32 bigfigure), while resistance is at 1.3336.
Factors supporting: Economic recovery, CNH strength
Factors against: Risk aversion, potential deteriorationin Singapore
fundamentals
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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 ofany 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 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, 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 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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