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Weekly Market Highlights
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Forex

e US stocks kicked off the new year with sharp losses on the first day of

trading but managed to recover in the ensuing sessions and eventually hit
new highs on Thursday in an eventful week that saw pro-Trump rioters
storming the Capitol Hill. Investors largely ignored the incidents as
Democrats flipped Georgia into a blue state, spurring bullish sentiment for
more stimulus aid in 2021. Top Democrats are now calling on cabinet
officials to remove Trump from office or they will seek another
impeachment otherwise. Elaine Zhao, the Secretary of Transportations
and Betzy Devos, Secretary of Education have resigned from the
administration.

Uneven economic data observed across major economies - stronger
manufacturing and weaker services activity. Focus now on tonight’s US
NFP report; surprise fall in ADP private payroll alongside contraction in
ISM Services Employment suggest lacklustre number. Key data next week
include US retail sales, industrial productions, CPI/PPI as well as China
inflation and trade data. Malaysia IPl is also due Monday.
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MYR traded as low as 3.9957 vs the USD at the first trading day of the year,
but the pair has since trended up steadily, trading at 4.0433 at time of
writing, close to its intraday high of 4.0475, amid bullish USD sentiments.
The pair is poised for some technical correction from recent losses, now
that it has moved further away from oversold position and momentum
indicator has turned slightly positive. However, we believe this could be
shortlived as USD weakness resumes. We are looking at a likely range of
3.98-4.04 in the week ahead.

Dollar broke its downtrend on 7 January, although overall DXY was 0.12%
down for the week ending Thursday. PMI data was positive, although a
negative ADP employment figure caused some concern. Besides, Capitol
unrest and US-China relations partly contributed to some risk aversion,
and the rebound. With a presidential transition ahead, dollar may resume
its downtrend ahead. The Democrat sweep in the Georgia Senate
elections may also help push this trend, especially if stimulus passes
faster-than-expected. We are neutral-to-bearish on the USD for the week
ahead. For the week ahead, focus is on non-farm payrolls and CPI/PPI
data.
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UST: The week under review UST movements close weaker; reacting to
the Georgia state run-off elections which ultimately lead to the outright
win for the Democrats. Overall benchmark yields rose between 2-21bps
bps across; causing the curve to steepen sharply. The 2Y benchmark;
reflective of interest rate predictions edging 2bps higher at 0.14% whilst
the much-watched 10Y (which traded within a tighter 0.91%-1.09%
range); spiked 16ps at 1.08%; the highest since March 2020. Expect all
eyes on tonight’s release of US NFP/payrolls for December.

MGS/GII: MYR government bonds saw some profit-taking on rising
secondary trades. Bargain-hunting activities were brisk and prominent as
overall benchmark MGS/GlII yields closed higher between 0-10bps for
MGS/GII save for the 10Y. Interest was seen mainly across many tenures
with frequency of trades seen most in the off-the-run 21-22’s, 28’s and
also benchmark 5Y, 10Y, 15Y MGS/GIl bonds. Expect range-bound
activities with intermittent profit-taking to continue next week.
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Macroeconomic Updates

o US stocks kicked off the new year with sharp losses on the first day of trading but US job market prospects weakened as
managed to recover in the ensuing sessions and eventually hit new highs on Thursday country facing raging pandemic. ADP fell
in an eventful week that saw pro-Trump rioters storming the Capitol Hill. The incident for the first time since April.
ended with four deaths and Democrats are now calling on cabinet officials to remove

indicating lower services sector activity in the wake of the new lockdowns or tighter
restrictions.

Trump from office for inciting the violence or they will seek another impeachment 6,000 7 ('000)
otherwise. Elaine Zhao, the Secretary of Transportations and Betzy Devos, Secretary of m Official
Education have resigned from the administration. 5,000 4 Nonfarm
Payroll Changes
) 4,000 - i
o The bullish market sentiment was spurred by Democrats’ flipping of Georgia into a ADP Private
blue state after having clinched a double victory in the much anticipated runoff 3,000 - Payroll Changes
elections. The Senate is now divided evenly by 50-50 among Republicans and
Democrats where the incoming Vice President (who is also the President of the Senate) 2,000 -
i.e. Kamala Harris to cast a tie-breaking vote, delivering the Senate majority to the
Democratic party. This means that the Democrats will have both the White House and 1,000 -
Congress comes January 20, the first time since 2010. 0
e Economic data remained uneven; PMIs showed that manufacturing sectors in the US, -1,000 4 I ‘ /
Eurozone and UK were supported by robust demand but also suffer from pandemic-
related disruption. Services PMIs meanwhile were down in most key economies, -2,000 -
b
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o Job market prospects in the US turned grimmer as the private sector unexpectedly
shed 123k jobs in December according to the ADP National Employment Report. The
ISM Manufacturing Employment Index showed an upturn but the services employment
index was down to contraction level, suggesting that firms are cutting jobs. This,
alongside the still-elevated initial jobless claims are strong indications of a weakening
labour market that has troubles to reabsorb the previously laid-off workers. Focus now
turns to the all important NFP job report tonight.

Note: NFP and ADP job losses stood at
19.4mil and 20.8mil in April respectively.
Source: Bloomberg

The Week Ahead...

e China’s December consumer and produce inflation data on Monday which are crucial
to gauge overall consumer demand especially with the Lunar New Year approaching.
Producer prices also provide some insights of industrial and manufacturing profits.

e The US BEA releases CPI inflation report on Wednesday, unlikely to be a market mover
given that prices pressure is expected to stay muted across the board. Eurozone’s
November industrial production due on the same day is likely to record another
increase, judging from upbeat

e The closely watched China’s trade data are also scheduled for Thursday’s release;
China’s exports and imports are likely to improve further, in the wake of more robust
global demand; low virus cases locally are also expected to support consumer demand
for overseas merchandise.

e On Friday, UK statistic department publishes the monthly November GDP report
including industrial production and services output gauge alongside the international
trade figures. The manufacturing data is likely to be positive reflecting pre-Brexit
frontloading effect and given that factories were not affected by the second lockdown.

o US’ December industrial production is expected to record another robust growth amid
strong new orders and output gauges but the pandemic related supply bottleneck
could drag on overall production. December’s retail sales data, the crucial gauge of US
consumer spending is likely to rebound after recent decline, in part because of the
holiday shopping season.

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

MYR: MYR traded as low as 3.9957 vs the USD at the first trading day of the year, but
the pair has since trended up steadily, trading at 4.0433 at time of writing, close to
its intraday high of 4.0475, amid bullish USD sentiments. The pair is poised for some
technical correction from recent losses, now that it has moved further away from
oversold position and momentum indicator has turned slightly positive. However, we
believe this could be shortlived as USD weakness resumes. We are looking at a likely
range of 3.98-4.04 in the week ahead.

USD: Dollar broke its downtrend on 7 January, although overall DXY was 0.12% down
for the week ending Thursday. PMI data was positive, although a negative ADP
employment figure caused some concern. Besides, Capitol unrest and US-China
relations partly contributed to some risk aversion, and the rebound. With a
presidential transition ahead, dollar may resume its downtrend ahead. The Democrat
sweep in the Georgia Senate elections may also help push this trend, especially if
stimulus passes faster-than-expected. We are neutral-to-bearish on the USD for the
week ahead. For the week ahead, focus is on non-farm payrolls and CPI1/PPI data.

EUR: EUR/USD peaked at 1.2349 on 6 January and pulled back towards 1.2250
thereafter, mirroring dollar movements. We are neutral-to-bullish on EUR/USD for
the coming week, as event risks dissipates. A breakaway from the previous 1.22-
1.2320 range may see focus turn to 1.24 big figure.

GBP: GBP/USD peaked at 1.3704 on 4 January, helped by Brexit developments.
However, concerns on domestic Covid-19 infections and US event risks soon pulled
the pound to become the underperformer for the week (-0.75%). We are neutral-to-
bullish on the GBP, as risk-off moods (from vaccination) slowly turns in the week
ahead. We watch for the 1.3704 high as resistance. Should domestic concerns
escalate, watch 1.336 support.

JPY: USD/JPY progressively moved in a bid for the week, up to a high of 104 on 8
January. This caused JPY to underperform compared to EUR and AUD, although it
beat GBP. We are neutral-to-bullish on the JPY for the coming week, in an
environment of dollar weakness (support at 102.59). Resistance at 104.45.

AUD: AUD/USD was supported initially by bullish sentiment, commodity price
recovery and positioning. However, after touching a high of 0.782, pair retreated to
0.776 from US event risks. We are neutral-to-bullish on the AUD for the week ahead.
We still see focus towards the 0.78-0.80 range, if US event risks come off. We stay
bullish and watch for some stabilisation in momentum ahead.

SGD: USD/SGD started the year on an offered tone, helped by positive Singapore
economic data (GDP, retail sales). After reaching a low of 1.3157, pair rebounded to
around 1.3250 level swiftly. This came as US event risks caused dollar strength to
return a little. Overall, SGD was slightly down for the week (ending Thursday). For the
week ahead, we are constructive of USD/SGD, anticipating some modest downsides
towards the 1.3162 support. This will likely come as US event risks and US-China
relations sees some stabilisation after recent news. A reversal however, shifts
attention towards a 1.3290 resistance.

USD vs. G10 Currencies (%
WOow)
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Forecasts
Q121 Q221 Q3-21 Q421
DXY 88.50 89.00 88.50 87.50
EUR/USD 1.245 1240 1.245 1.255
GBP/USD 1385 1375 1.385  1.400
AUD/USD 0780 0.770 0.780  0.795
usD/IpPY 1025 1035 103.0 101.0
USD/MYR 3900 3.950 3.900 3.880
USD/SGD 1305 1.310 1.300 1.285
Q121 Q221 Q3-21 Q421
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

UST: The week under review UST movements close weaker; reacting to the Georgia
state run-off elections which ultimately lead to the outright win for the Democrats.
Market was driven by expectations that federal spending will increase under the one-
party rule and lead to further stimulus programs/bills that may ultimately cause yields
to go further up. Overall benchmark yields rose between 2-21bps bps across; causing
the curve to steepen sharply. The 2Y benchmark; reflective of interest rate predictions
edging 2bps higher at 0.14% whilst the much-watched 10Y (which traded within a
tighter 0.91%-1.09% range); spiked 16ps at 1.08%; the highest since March 2020.
Expect all eyes on tonight’s release of US NFP/payrolls for December.

MGS/GII: MYR government bonds saw some profit-taking on rising secondary trades.
Bargain-hunting activities were brisk and prominent as overall benchmark MGS/GlI
yields closed higher between 0-10bps for MGS/GlI save for the 10Y. Interest was
seen mainly across many tenures with frequency of trades seen most in the off-the-
run 21-22’s, 28’s and also benchmark 5Y, 10Y, 15Y MGS/Gll bonds. The benchmark 5Y
MGS 9/25 yield moved 3bps higher at 2.13% whilst the 10Y MGS 4/31 benchmark
yield saw the sole rally of 8bps at 2.57% levels. Total secondary market volume
however improved @ RM14.7b versus prior week’s tepid RM6.8b, being the last
trading week of the year. Separately, following the recent US Senate results, expect
EM Asia FX to remain favorable going forward. Expect range-bound activities with
intermittent profit-taking to continue next week.

MYR Corporate Bonds/ Sukuk: The week saw upbeat investor interest for both
corporate bonds/Sukuk and Government-guaranteed bonds as most portfolio
investors returned from the year-end festivity break as sentiment turned bullish with
interest seen across the curve. Overall yields closed mostly mixed-to-lower amid a
higher weekly market volume of RM3.0b (versus prior week’s RM1.8b), resulting in
an average daily of RM750m. Topping the weekly volume was energy-related bonds
MANJUNG 11/31 (AAA) which rallied 10bps at 3.28%, followed by AFFIN Islamic
perpetual bonds (A3) which closed 1bps lower at 4.22%. More frequent bond trades
were noted in PRASA, DANA, PASB, TENAGA, JEP, MANJUNG, SEB and CIMB Perpetual
bonds. There were no new issuances for the week under review.

SGS: SGS (govvies) ended mostly weaker and pressured w-o-w extending out from 5y
onwards. Overall benchmark yields closed between -3 to +12bps across the curve.
The curve was steeper with the 2Y ending 3bps lower at 0.33% level whilst the 10Y
traded within a very wider 14bps range and spiked 12bps at 0.83%. Meanwhile SGD
bonds have had one of their best sterling performance since 2003 with returns of ~8%
in 2020 with both the 2Y and 5Y outperforming other tenures as money-market rates
remained subdued. Meanwhile the SGD is seen consolidating near its highest levels
since 2018, reflecting the impact of rising US yields on EM Asia currencies.

Benchmark MGS Yields (%)
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Rating Actions
. Ratin .
Issuer PDS Description g/ Action
Outlook
Citibank Berhad Financial Institution ratings AAA/Stable/P1 Reaffirmed
Silver Sparrow Berhad RM515 mil Guaranteed MTN Programme (2011/2021) AAA(fg)/AAA(bg) Reaffirmed
Stable

Bumitama Agri Ltd RM2 bil Islamic MTN Sukuk Musharakah (2014/2029) AA3/Stable Reaffirmed
Cerah Sama Sdn Bhd RM420.0 million Sukuk AA-IS/Stable Affirmed
Starbright Capital Berhad RM665 mil asset-backed Medium-Term Notes AAA/Stable Reaffirmed
Bank Islam Malaysia Berhad Financial Institution ratings AA3/Stable/P1 Reaffirmed
UiTM Solar Power Dua Sdn UiTM Solar Power Dua Sdn Bhd's (UiTM Solar 2) AA-IS/Stable Assigned
Bhd's (UiTM Solar 2)

Source: MARC/RAM
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Economic Calendar

Date Time Country Event Period Prior
14/12 05:30 NZ Performance Services Index Nov 51.4
07:50 JN Tankan Large Mfg Index 4Q -27.0
07:50 JN Tankan Large Non-Mfg Index 4Q -12.0
12:30 JN Industrial Production MoM Oct F 3.8%
12:30 JN Industrial Production YoY Oct F -3.2%
18:00 EC Industrial Production SA MoM Oct -0.4%
15/12 08:30 AU RBA Minutes of Dec. Policy Meeting
10:00 CH Industrial Production YoY Nov 6.9%
10:00 CH Retail Sales YoY Nov 4.3%
10:00 CH Fixed Assets Ex Rural YTD YoY Nov 1.8%
15:00 UK Jobless Claims Change Nov -29.8k
15:00 UK ILO Unemployment Rate 3Mths Oct 4.8%
15:00 UK Employment Change 3M/3M Oct -164k
21:30 us Empire Manufacturing Dec 6.3
21:30 us Import Price Index YoY Nov -1.0%
22:15 us Industrial Production MoM Nov 1.1%
16/12 06:00 AU Markit Australia PMI Services Dec P 55.1
06:00 AU Markit Australia PMI Mfg Dec P 55.8
07:30 AU Westpac Leading Index MoM Nov 0.11%
07:50 JN Trade Balance Adjusted Nov ¥314.3b
07:50 IN Exports YoY Nov -0.2%
08:30 JN Jibun Bank Japan PMI Mfg Dec P 49.0
08:30 JN Jibun Bank Japan PMI Services Dec P 47.8
15:00 UK CPI YoY Nov 0.7%
17:00 EC Markit Eurozone Manufacturing PMI Dec P 53.8
17:00 EC Markit Eurozone Services PMI Dec P --
17:30 UK Markit UK PMI Manufacturing SA Dec P 55.6
17:30 UK Markit/CIPS UK Services PMI Dec P -
18:00 EC Trade Balance SA Oct 24.0b
20:00 us MBA Mortgage Applications Dec-11 --
21:30 us Retail Sales Advance MoM Nov 0.3%
22:45 us Markit US Manufacturing PMI Dec P 56.7
22:45 us Markit US Services PMI Dec P --
23:00 us NAHB Housing Market Index Dec 90.0
17/12 03:00 us FOMC Rate Decision (Upper Bound) Dec-16 0.25%
05:45 NZ GDP SA QoQ 3Q -12.2%
08:30 Sl Non-oil Domestic Exports YoY Nov -3.1%
08:30 AU Employment Change Nov 178.8k
08:30 AU Unemployment Rate Nov 7.0%
18:00 EC CPIYoY Nov F -0.3%
20:00 UK Bank of England Bank Rate Dec-17 0.1%
21:30 us Building Permits MoM Nov -0.1%
21:30 us Philadelphia Fed Business Outlook Dec 26.3
21:30 us Initial Jobless Claims Dec-12 --
21:30 us Housing Starts MoM Nov 4.9%
18/12 00:00 us Kansas City Fed Manf. Activity Dec 11
05:00 Nz ANZ Consumer Confidence Index Dec 106.9
05:45 NZ Trade Balance 12 Mth YTD NZD Nov 2191m
07:30 JN Natl CPI Ex Fresh Food YoY Nov -0.7%
08:00 Nz ANZ Business Confidence Dec F -6.9
08:01 UK GfK Consumer Confidence Dec -33
15:00 UK Retail Sales Inc Auto Fuel MoM Nov 1.2%
23:00 us Leading Index Nov 0.7%
00:00 JN BOJ Policy Balance Rate Dec-18 -0.1%

Source: Bloomberg
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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. HLBB may, to the extent permitted by law, buy, sell or hold significantly long or short positions;
act as investment and/or commercial bankers; be represented on the board of the issuers; and/or engage in ‘market
making’ of securities mentioned herein. 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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