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Global Markets Research

Weekly Market Highlights
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Last Closing
Dow Jones Ind. 31,055.86
S&P 500 3,871.74
FTSE 100 6,503.72
Hang Seng 29,113.50
KLCI 1,584.90
STI 2,905.58
Dollar Index 91.53
WTI oil ($/bbl) 56.23
Brent oil ($/bbl) 58.84
Gold (S/oz) 1,788.90

Source: Bloomberg
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e US stocks advanced to all-time highs this week as the volatilites

surrounding GameStop retreated and the anxiety fizzled out, making
way for issues like the Biden’s fiscal stimulus, solid corporate earnings
and US data as well as the easing virus situation in the US. Gold prices
pulled back while crude oils are big winners, riding on the positive
sentiments and also falling inventory. The Bank of England kept its
monetary policy intact. It did not mentioned negative interest rates in
the February Monetary Policy Report but asked banks to prepare
operationally should the needs (for negative rates) arise.

Meanwhile, the US reported a series of strong economic data- both
manufacturing and services PMIs outperformed its major economy
peers namely the Eurozone, UK and Japan. initial jobless claims fell for
the third week straight, now at 779k while the ADP private payroll
numbers also came in much stronger at +174k. Factory orders data that
gauged demand for US manufactured goods also picked up for the
eighth successive month. The data calendar next week is light with some
markets closed for the Lunar New Year break.

MYR vs. Major Currencies (% w/w)

CNY — (.36
usD — (35
HKD — (.31
THB = 0.08
NzZD 0.00
SGD -0.40
EUR -0.79 Stronger
GBP -0.82 vs. MYR
AUD -0.93
Y .10

-1.50 -1.00 -0.50 0.00 0.50

Source: Bloomberg
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MYR saw a steady depreciation this week, breaking the 4.07 big figure
this morning. On a weekly basis (Friday to Thursday), the MYR weakened
0.3% w/w to 4.06 as at yesterday’s close. Surprised USD strength amid
US recovery story vis-a-vis other majors spurred by stimulus and vaccine
optimism, and reinforced by positive US economic releases, have
temporarily shifted FX moves in our view. We are turning slightly
bearish on MYR in another holiday-shortened week ahead, eyeing a
4.05-4.09 range. The release of Malaysia 4Q GDP will likely see a slightly
bigger contraction in the wake of reintroduction of conditional
movement control orders during the last quarter of the year.

USD: The USD stayed on the front foot in the first week of February. It
gained 1.19% w/w (29 January to 4 February). This came as US stocks
rallied and economic data showed positive January performances. ISM
showed positive sentiments for both manufacturing and services. We
are neutral-to-bullish on the USD for the week ahead. For the week
ahead, focus is on CPI and initial jobless claims data. The 91.583 high
reached on 5 February so far, turns our attention to the 92.00-93.00
range.

Indicative Yields @ 04 Feb 2021
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UST: The week under review saw UST’s end mostly pressured extending
out of the curve as investors and traders grew more confident that the
COVID-19 vaccine rollouts and further fiscal aid from Congress would
benefit the economy. Overall benchmark yields rose between 0-13bps
bps across; causing the curve to bear-steepen considerably. The US
Treasury said that it planned to borrow $2.47b in 1Q2021; significantly
lower than the November estimate of $1.127 trillion due to its higher
cash balances. Expect attention to shift to the release of the important
NFP jobs numbers tonight.

MGS/GII: Local govvies saw improved trajectory in secondary market
activity despite the curve shifting higher. Overall benchmark MGS/GlI
yields closed higher between 2-5bps for MGS/GlI save for the long-end
Gll. Interest was seen mainly in the off-the-run 21-24’s, and also
benchmark 5Y, 7Y, 10Y MGS/GII bonds. Average daily secondary market
volume improved @ RMS5.06b versus prior week’s tepid RM3.46b.
Expect trading next week to be range-bound in the absence of further
catalysts whilst investors monitor updates on the extended lockdown
until 18t February and vaccination rollout matters.
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Macroeconomic Updates

e US stocks advanced to all-time highs this week as the volatilites surrounding GameStop Initial jobless claims fell for the third
and other heavily shorted stocks retreated and the anxiety fizzled out, making way for week straight
issues like the Biden’s fiscal stimulus, solid corporate earnings and US data as well as 1300 Tooo
the easing virus situation in the US. On a week-on-week basis, the Dow Jones rose 1.5% —— Initial Jobless

whereas the broader S&P500 gained 2.2% to close at record high on Thursday; the tech- 1200 1 Claims -LHS
focus NASDAQ index jumped 3.3%, also at record closing. The big news of the week is

the stepping down of Amazon’s founder Jeff Bezos as CEO. The online retailer/cloud 1100 +
services provider had reported a better-than-expected 4Q earnings. Same goes to
Google’s parent Alphabet. The dollar surged this week on strong US data while gold 1000
prices pulled back. Crude oils are also big winners, riding on the positive sentiments and 900 J
also falling inventory.

800 -

e The Bank of England (BOE) kept its monetary policy intact — keeping the benchmark
bank rate at an ultra low of 0.1% and the quantitative easing program at £895b. It did 700
not mentioned negative interest rates in the accompanying February Monetary Policy
Report, against a widespread expectations that the Bank would embrace the possibility
to cut rates to negative levels. However the central bank asked banks to start
preparations operationally to cater for the need should it arises. The MPC said that this
should not be miscontrued as a sign that it would implement negative rates soon.
Futures market pushed further their expectations of negative rates after the decision as

01-Aug

01-Sep 1
01-Oct A
01-Nov A
01-Dec A
01-Jan

.. as daily new infections keep coming

down
investors had initially expected the BOE to cut rate (to negatives) in August.
o Meanwhile, the US reported a series of strong economic data- both manufacturing and zgi ] 1000
services PMlIs outperformed its major economy peers namely the Eurozone, UK and
o, N . . . ) ) 261 -
Japan. China’s activities are still expanding albeit at moderating rates, possibly because
. R . 241
of the upcoming Lunar New Year celebrations when works tend to slow down. Back in o1
the US, initial jobless claims fell for the third week straight, now at 779k while the ADP 01
private payroll numbers also came in much stronger at +174k. Factory orders data that 181
gauged demand for US manufactured goods also picked up for the eighth successive )
K o (R . . . . . . 161 | e==7-Day Rolling
month. These upbeat readings are also in line with the easing in Covid-19 infections in 141 Averages (as
recent weeks. Attentions shift to the NFP job report due tonight. 121 1 at 4 Feb)
101 T T T T T T
The Week Ahead... S § § § § § §
e The week ahead sees fewer economic data. On Monday, Malaysia’s industrial SI g 5 4 o ¢ =
production and foreign reserves data are due while the European Commission released
its economic sentiment index. Source: Bloomberg, CEIC

e On Tuesday, Japan’s cash earnings numbers are out at early morning, followed by
Australia’s business confidence and US’ NFIB Small Business Optimism Index.

e Wednesday sees the releases of Australia’s Westpac Consumer Confidence and China’s
CPI and PPI data. The major focus is likely on the first estimate of the UK’s 4Q GDP
growth alongside other major monthly indicators (monthly nominal GDP, international
trade etc). US’ CPI inflation is due night time.

e On Thursday, Malaysia’s statistic department publishes the 4Q’s GDP growth. US jobless
claims are the major focus after that.

e Friday is a public holiday in Malaysia as well as Singapore, Hong Kong and China where
the Lunar New Year is celebrated. Major data are New Zealand’s Manufacturing PMI,
US industrial production and the University of Michigan Consumer Sentiment Index.

Please refer to appendix for next week’s economic calendar.
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Foreign Exchange Market

MYR saw a steady depreciation this week, breaking the 4.07 big figure this morning.
On a weekly basis (Friday to Thursday), the MYR weakened 0.3% w/w to 4.06 as at
yesterday’s close. Surprised USD strength amid US recovery story vis-a-vis other
majors spurred by stimulus and vaccine optimism, and reinforced by positive US
economic releases, have temporarily shifted FX moves in our view. We are turning
slightly bearish on MYR in another holiday-shortened week ahead, eyeing a 4.05-
4.09 range. The release of Malaysia 4Q GDP will likely see a slightly bigger
contraction in the wake of reintroduction of conditional movement control orders
during the last quarter of the year.

USD: The USD stayed on the front foot in the first week of February. It gained 1.19%
w/w (29 January to 4 February). This came as US stocks rallied and economic data
showed positive January performances. ISM showed positive sentiments for both
manufacturing and services. We are neutral-to-bullish on the USD for the week
ahead. For the week ahead, focus is on CPI and initial jobless claims data. The 91.583
high reached on 5 February so far, turns our attention to the 92.00-93.00 range.

EUR: EUR/USD was down by 1.3% for the past 5 trading days, breaking the 1.2000
psychological support and big figure in the process. GDP data reminded markets of
the downsides from Covid-19, while retail sales fell below expectations in December.
CPI slightly picked up in January. We are neutral-to-bearish on the EUR, as
positioning stays with the dollar. A break of 1.2000 support now shifts our attention
to a 1.1800-1.1900 range, after EUR/USD closed at 1.1964 on Thursday. Industrial
production will likely be the data focus for the coming week, with markets expecting
subdued growth figures.

GBP: GBP/USD was resilient against the USD, outperforming other G10 currencies.
Pair stayed above 1.3600 over the past week, as Bank of England decided to stay pat
and not introduce negative rates for the time being. We are neutral on the GBP.
Anticipate weekly range of 1.3600-1.3800. Leading vaccination rates and falling
Covid-19 infection rates are helping with a strong pound for now, but there is an
absence of further drivers. A reopening of the economy can help support against
downside risks. 4Q GDP is released on 12 February.

JPY: USD/JPY steadily trended up over the past week, reaching a high of 105.64
around Friday open. This came as markets favoured US economic fundamentals over
Japanese ones. Pair is now highest since mid-November, after the break of the 105
big figure. We are neutral-to-bearish on the JPY for the coming week, as technicals
show momentum for JPY weakness. We now look towards a range of 106.00-107.00
should dollar strength persists. Current account for December is the pick of the
Japanese economic calendar the coming week.

AUD: AUD/USD retreated further from the 0.7820 set on 6 January, now breaking
the 0.7600 big figure. This came despite strong trade surplus data. RBA kept policy
rates unchanged, although bolstering support with expanded bond buying. We are
bearish on the AUD for the week ahead, mainly concerned about correction from
prior rallies and risk aversion. Focus will likely be on a 0.7400-0.7600 range near
term.

SGD: USD/SGD has progressively moved higher over the past week,
underperforming other Asian currencies even as it stayed resilient compared to G10
currency movements. This came in an environment of strong US data and Singapore
PMls. With pair now touching a YTD high of 1.3383 on 4 February, moving away from
the 1.33 big figure previously, we see scope for the pair to test the 1.3450 resistance.
Only a retreat back to 1.3300 will signal a reversal of prior momentum upwards.

USD vs. G10 Currencies (%

wiw)
CAD 1 0.04
NZD  wWeaker  -0.21
GBP vs.USD  -0.36
NOK -0.43
AUD -1.08
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Source: Bloomberg
Forecasts
Q1-21 Q2-21 Q3-21 Q4-21
DXY 88.50 89.00 88.50 87.50
EUR/USD 1.245 1.240 1.245 1.255
GBP/USD 1.385 1.375 1.385  1.400
AUD/USD 0.780 0.770 0.780  0.795
usD/JPY 102.5 103.5 103.0 101.0
USD/MYR 3.900 3.950 3.900 3.880
USD/SGD 1.305 1.310 1300 1.285
Q1-21 Q2-21 Q3-21 Q4-21
EUR/MYR 4.86 4.90 4.86 4.87
GBP/MYR 5.40 5.43 5.40 5.43
AUD/MYR 3.04 3.04 3.04 3.08
SGD/MYR 2.99 3.02 3.00 3.02

Source: HLBB Global Markets
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Fixed Income

e UST: The week under review saw UST’s end mostly pressured extending out of the
curve as investors and traders grew more confident that the COVID-19 vaccine rollouts
and further fiscal aid from Congress would benefit the economy. Overall benchmark
yields rose between 0-13bps bps across; causing the curve to bear-steepen
considerably. The benchmark UST 2Y; reflective of interest rate predictions ended
unchanged at 0.12% whilst the much-watched 10Y (which traded within a wider
1.04%-1.14% range); spiked 10bps at 1.14%. The curve steepened, pushing the 5s30s
spreads to a 5-year high. The US Treasury said that it planned to borrow $2.47b in
1Q2021; significantly lower than the November estimate of $1.127 trillion due to its
higher cash balances. Meanwhile, the US initial jobless claims for period ending 30th
January which fell for the 3rd straight week to the lowest level since 28th November,
augurs well for further economic recovery. Expect attention to shift to the release of
the important NFP jobs numbers tonight.

e MGS/GII: Local govvies saw improved trajectory in secondary market activity despite
the curve shifting higher. Overall benchmark MGS/GlI yields closed higher between 2-
Sbps for MGS/GlI save for the long-end GlI. Interest was seen mainly in the off-the-run
21-24’s, and also benchmark 5Y, 7Y, 10Y MGS/GlII bonds. The benchmark 5Y MGS 9/25
spiked 5bps at 2.13% whilst the 10Y MGS 4/31 benchmark rose 4bps at 2.75% levels.
Average daily secondary market volume however improved @ RM5.06b versus prior
week’s tepid RM3.46b. The 4th auction exercise for the year saw the 5Y Gll notch
strong bidding metrics i.e. BTC ratio of 2.067x and awarded at 2.252%. Expect trading
next week to be range-bound in the absence of further catalysts whilst investors
monitor updates on the extended lockdown until 18t February and vaccination rollout
matters.

e MYR Corporate Bonds/ Sukuk: The week saw investor interest in the secondary
market ease during the holiday-shortened week for both corporate bonds/Sukuk and
Govt-guaranteed bonds. Activity was mainly centered across the GG-AA part of the
curve as yields closed mostly mixed-to-lower amid a lower average daily market
volume of RM530m compared to prior week’s RM895m. Topping the weekly volume
was energy-related bond SEB 1/22 (AAA) which edged 1bps lower at 2.18% followed
by plantation giant KLK 9/29 (AA1) which also eased 2bps at 3.21%. Third largest
volume was seen in IMTIAZ 10/25 (AA2) which closed 2bps lower at 2.87% levels.
Higher frequency of bond trades were noted in PRASA, LPPSA, DANUM, JEP, Sarawak
Hidro, SEB and Tropicana-related bonds. Meanwhile there were no prominent
issuances for the week.

® SGS: SGS (govvies) which mirrored UST movements ended weaker w/w across the
curve as overall benchmark yields closed higher between 2-12bps. The curve bear-
steepened with the 2Y rising 2bps at 0.32% levels whilst the 10Y which traded within
a wider 10bps range spiked 9bps at 1.08%. Meanwhile the SGS asset class under-
performed in January with a ~1.0% loss in tandem with weakness seen in most global
government bonds. To recap, MAS sold SGD3.1b of 30Y bonds via auction last week at
a BTC ratio of 1.81x and awarded at 1.40%. The front-end has nevertheless held-up
well on foreign demand. Separately, Surbana Jurong (SJ) group has successfully priced
a SGD250m sustainability-linked bond (Singapore’s first dollar-denominated
sustainability-linked bond) due 2031 at a coupon rate of 2.48% under its US41.0b
multi-currency debt issuance programme.
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Rating Actions
Issuer PDS Description Rating/ Action
e Outlook
Petroleum Sarawak Corporate Credit ratings (CCR) AAA/Stable/P1 Assigned
Berhad
Proposed Multi-Currency Islamic Medium-Term Notes of AAA/Stable Assigned

up to RM15 billion (2021/2051)

Cahaya Mata Sarawak RM2.0 bil Islamic MTN Programme (2017/2037) AA3/Stable Reaffirmed
Berhad

Corporate Credit ratings AA3/Stable/P1 Reaffirmed
Infracap Resources Sdn  Proposed RM15 bil Sukuk Murabahah Programme AAA(s)/Stable Assigned
Bhd (2021/2041).

Source: MARC/RAM

Economic Calendar

Date Time Country Event Period Prior
08/02 12:00 MA Industrial Production YoY Dec -2.20%
15:00 MA Foreign Reserves Jan-29 $107.8b
17:30 EC Sentix Investor Confidence Feb 1.3
09/02 07:30 IN Labor Cash Earnings YoY Dec -1.80%
08:30 AU NAB Business Confidence Jan 4
19:00 us NFIB Small Business Optimism Jan 95.9
10/02 07:30 AU Westpac Consumer Conf Index Feb 107
09:30 CH CPI YoY Jan 0.20%
09:30 CH PPl YoY Jan -0.40%
15:00 UK Industrial Production MoM Dec -0.10%
15:00 UK Visible Trade Balance GBP/Mn Dec -£16012m
15:00 UK GDP QoQ 4QP 16.00%
15:00 UK Monthly GDP (MoM) Dec -2.60%
20:00 us MBA Mortgage Applications Feb-05 8.10%
21:30 us CPI YoY Jan 1.40%
11/02 12:00 MA GDP YoY 4Q -2.70%
21:30 us Initial Jobless Claims Feb-06 --
12/02 05:30 NZ BusinessNZ Manufacturing PMI Jan 48.7
18:00 EC Industrial Production SA MoM Dec 2.50%
23:00 us U. of Mich. Sentiment Feb P 79

Source: Bloomberg
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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.
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