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Last Closing
Dow Jones Ind. 31,493.34
S&P 500 3,913.97
FTSE 100 6,617.15
Hang Seng 30,595.27
KLCI 1,575.84
STl 2,908.85
Dollar Index 90.59
WTI oil ($/bbl) 60.52
Brent oil ($/bbl) 63.93
Gold (S/oz) 1,775.00

Source: Bloomberg
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e US stocks pulled back from all-time highs this week, weighed by tech
shares. Investores weighed the overvaluation of tech shares, strong US
data and its impact on Biden’s stimulus plan as well as the electric
outtage crisis in Texas. Treasury yields continued their climbs this
week, while the dollar also strengthened modestly. Gold prices fell
amid higher demand for the USD. Qil prices forged on this week, on
stronger recovery outlook as well asthe said electricity crisis in the US.

The latest Federal Reserve’s minutes indicates that the Fed has little
reasons to tweak its monetary policy for now despite concerns over
higher inflation. Secretary Janet Yellen assured theimportance of going
ahead with the Biden Administration’s planned $1.9 trillion stimulus
bill. US data were mixed this week with retail sales staging an
impressive 5.3% rebound. Industrial production growth alsocame in at
a solid 0.9% m/m rate that indicates a resilient manufacturing sector.
Jobless claims data however disapointed. Key data next week are the
second estimate for US4QGDP as well as the core PCEinflation rate.
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e MVYR traded within a range of 4.0260-4.475 in a mixed trading week

that saw the USD strengthened and then staged a reversal. We
maintain the view that rising US yields is likely to help support
USD/MYR in the short term as the 10s looks set to hit 1.5%. USD could
firm up furtherifthe selloffin USTs resumes. Having said that, markets
are now reassessing the potential difficulties for Biden’s $1.9trillion
stimulus bills to pass at Congress. We turned Neutral on USD/MYR for
the week ahead, anticipatinga range of4.03-4.06.

e The DXY edged out a modest 0.19% w/w gain (Friday to Thursday). It

gained mostly against the JPY and EUR, although weakening compared
to GBP and AUD. Fed minutes showed that current policy stance may
continue “for some time”. Dollar was also supported by some equity
market correction and higher oil prices. We are Neutral on the USD for
the week ahead, within a range of 89.80-91.10. For the week ahead,
focus is on PMIs and initial jobless claims data.

Indicative Yields @ 18 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 digested the
upcoming economic stimulus of $1.9 trillion and forecasts for
accelerating economic growth asthe vaccine rollouts gather steam. The
reflation trade is also seen to be makingits rounds. Overall benchmark
yields rose between 0-13bps bps across with the benchmark UST 2Y;
reflective ofinterest rate predictions ending unchanged at 0.11% whilst
the much-watched 10Y (which traded within a range of 1.21%-1.31%);
spiked 13bps to a 12-month high at 1.30%.

e MGS/GII: Local govvies continued to end weaker astraders aggressively

paid IRS; taking cue from BNM’s indication last week that OPR cuts in
2020 were deemed to be sufficient to drive growth for now. The
improved trajectory in secondary market activity nevertheless saw the
curve steepen and shift higher. Overall benchmark MGS/GII yields
closed higher between 4-30bps for both MGS/GII. Interest was seen
mainly in the off-the-run 21’s, 27-30’s-24’s and also benchmark 3Y, 5Y,
10Y MGS/GII bonds. The benchmark 5Y MGS 9/25 yield rose 16bps at
2.47% whilst the 10Y MGS 4/31 benchmark spiked 21bps at 2.99%
levels.
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Macroeconomic Updates

e US stocks pulled back from all-time highs this week, weighed by tech shares. US retail sales saw strong rebound in
Investores weighed the overvaluation oftech shares, mixed US data and its impact January after three lacklustre months.
on Biden’s stimulus plan as well as the electric outtage crisis in Texas. This led to a 20 1~
mixed performances of major US benchmarks with the Dow Jones pickingup 0.2%

w/w while the S&P 500 staying little changed. The tech-heavy NASDAQindex shed 15 A+

M Retail Sales,
over 1% over the course of the week. Treasury yields continued their climbs this

week, while the dollar also strengthened modestly. Gold prices fell around 2.7-2.8% 10 + MOM %

amid higher demand for the USD. Oil prices forged on this week, on stronger

recovery outlook as well as the said electricity crisis in the US. Brent crude was seen 5

sustainingabove $62/barrel for the time being. WTl however has retreated from the

S$60/barrel mark as of writing. 0

. A . -5 1

e The latest Federal Reserve’s minutes indicates that the Fed has little reasons to

tweak its monetary policy for now despite concerns over higher inflation. Officials 10 -

continued to see uncertainty surrounding the US growth outlook although they did

express optimism regarding the progress of vaccinations. On the fiscal policy front, 15 A

Secretary Janet Yellen assured the importance of going ahead with the Biden

Administration’s planned $1.9 trillion stimulus bill in light of recent concerns that 20

strong US data could dampen the chances of (its) congressional approvals.
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e US data were mixed this week. Retail sales staged an impressive 5.3% m/m
rebound after three successive months of decline. Industrial production growth also
cameinatasolid 0.9% m/m rate that indicates a resilientmanufacturing sector. The
pull-backin housing starts were also offset by a surge in building permits. Developers
likely have delayed their projects in view of higher construction costs and cold
temperatures. Initial jobless claims meanwhile disappointed at a four-week high of
861k last week, dragging on overall upbeat sentiment surrounding the US outlook
recovery. The higher than expected unemployment claims suggests that the labour
market is indeed still weakin the US.

Source: Bloomberg

The Week Ahead...

e On Tuesday, the UK ONS publishes its monthly job data (unemploymentrate and job
gains for December) as well as the January jobless claims number. Markets are
looking towards some good news in the labour market as the vaccines rollout
gathered steam and the lockdowns helped reduce the infection rates in the UK. The
final reading of Eurozone’s HICP inflation rate is also due on the same day, followed
by the US Conference Board Consumer Confidence Index.

e On Wednesday, the RBNZ is expected to keep the Official Cash Rate at 0.25% and
expressed a more optimistic outlook for New Zealand.Prior to that, Australia’s wage
price index, a gauge of wage growth and thus future consumer spending will be
released. Malaysia’s CPI, Hong Kong’s GDP growth and also US new home sales are
the key data for the rest of the day.

e Moving on Thursday, we watch out for Hong Kong’s trade data and Eurozone’s
overall economic sentiment index. The US’ second estimate of 4Q GDP growth
alongside the weekly jobless claimsand monthly durable goods orders are expected
to drive markets.

e Last but not least on Friday, New Zealand’s trade data and Japan’s industrial
production growth are due morning, followed by Malaysia’s exportsand Singapore’s
IPI1. The focus is likely on the key US’ personal income, spending and mainly the core
PCE price index (the Fed’s key inflation gauge). Markets are looking towards any
signs of rising inflationary pressures in the US that would warrant any shift in the
Fed’s monetary policy.

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

MYR: MYR traded within a range 0f 4.0260-4.475 in a mixed trading week that saw
the USD strengthened and then staged a reversal. USD/MYR is holding steadily at
above 4.04 as of writing after the rally in USD took a breather overnight. We
maintain the view that rising US yields is likely to help support USD/MYR in the
short term as the 10s looks set to hit 1.5%. USD could firm up further if the selloff
in USTs resumes. Having said that, markets are now reassessing the potential
difficulties for Biden’s $1.9trillion stimulus bills to pass at Congress. We turned
Neutral on USD/MYR for the week ahead, anticipating a range of 4.03-4.06.
Malaysia’s CPl and exports data are unlikely to elicit much market movements.

USD: The DXY edged out a modest 0.19% w/w gain (Friday to Thursday). It gained
mostly against the JPY and EUR, although weakening compared to GBP and AUD.
Data was mixed. Retail sales were buoyed by stimulus measures. Industrial
production was constructive. However, initial jobless claims are unexpectedly high,
showing vulnerability in the labour market. Fed minutes showed thatcurrent policy
stance may continue “for some time”. Dollar was also supported by some equity
market correction and higher oil prices. We are Neutral on the USD for the week
ahead, within a range of 89.80-91.10. For the week ahead, focus is on PMlIs and
initial jobless claims data.

EUR: EUR/USD touched a high of 1.2169 on 16 February, but retreated thereafter,
to turn below levels seen a week ago. 4Q GDP revealed no surprises (-5% y/y) as
the economy was hard hit by closures. We are Neutral on the EUR for the week
ahead, within a range of 1.2010-1.2180. After Markit PMI data on Friday, Eurozone
releases CPland confidence data the coming week.

GBP: GBP/USD gained over the past week and was an outperformer among G10
peers, with a 1.15% w/w increase. Pair is now consolidating just below 1.4000 with
a high of 1.3986 hit on 18 February. We stay Neutral-to-Bullish on the GBP. This is
helped by leading vaccination rates, compared to other major economies. If the
1.4000 resistance is breached, attention may shift towards the 2018 high of
1.4377. Only a correction to 1.3800 may turn momentum away from current
uptrend. Watch PMI and employment data for the week ahead.

JPY: USD/JPY was almost 0.9% w/w up, as the yen underperformed with slight
dollar resurgence. Pair hit a weekly high of 106.22, after a low of 104.74. At this
stage, pairis justsomewhat below 106 big figure. This came despite slightly better
than expected 4Q GDP data, although trade balance deteriorated in January
compared to December. CPl improved, but stayed negative. We are Neutral-to-
Bearish on the JPY for the coming week. We now look towards a range of 106.00-
107.00 should positioning continue to go against the yen. For the coming week,
CPI, retail sales and IP data are due for release.

AUD: AUD/USD was modestly supported by rising commodity prices, touching a
0.7805 on 16 February. However, it was somewhat defensive as risk aversion
affected markets. RBA minutes were AUD neutral, without signals for change in
stance. Employment data came in within expectations, while m/m retail sales
slightlyimproved in January. We are Neutral on the AUD for the week ahead, after
recent volatility. We anticipate a range of 0.7720-0.7820 near-term, with a break-
away of the range signalling momentum either side of the equation.

SGD: USD/SGD was overall higher over the past 5 sessions by 0.17%, despite
touchinga 1.3211 low on 16 February. Expectations of Budget support helped buoy
the SGD before Tuesday. We still expect no changes to current MAS stance to the
SGD NEER in April. Hence, expected future policy stance is not impacting on the
SGD for now. For a weekly-to-monthly horizon, we are Neutral and expect
USD/SGD to stay within a range of 1.3157-1.3390. CPl and industrial production are
the key data to watch.
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Forecasts
Q121 Q221 Q321 Q4-21
DXY 83.50 89.00 88.50 87.50
EUR/USD 1.245 1240  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/IPY 102.5  103.5 103.0 101.0
USD/MYR  3.900 3.950 3.900 3.880
USD/SGD 1.305  1.310 1.300 1.285
Q121 Q221 Q321 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

3



19 February, 2021

)g HonglLeong Bank

Fixed Income

o UST: The week under review saw UST’s end mostly pressured extending out of the
curve as investors and traders digested the upcoming economic stimulus of $1.9
trillion and forecasts for accelerating economic growth asthe vaccine rollouts gather
steam. The reflation trade is also seen to be makingits rounds. Overall benchmark
yields rose between 0-13bps bps across with the benchmark UST 2Y; reflective of
interest rate predictions ending unchanged at 0.11% whilst the much-watched 10Y
(which traded within a range of 1.21%-1.31%); spiked 13bps to a 12-month high at
1.30%. The curve bear-steepened, pushing both the 2s10s and 5s30s spreads toa 5-
year high of 117bps and 210bps respectively. Meanwhile the $20b UST 20Y which
averaged 1.92%, saw weak bidding metrics with BTC ratio at a 1-year low of2.15x
(previous auction: 2.28x). Elsewhere foreign holdings of UST’s reveal a 5 straight
month of declines in December @ $7.05 trillion. Both Japan and China have reduced
outstandingamounts of $1.257trillion and $1.062 trillion respectively. Expect UST’s
to continue being pressured in the coming week.

e MGS/GII: Local govvies continued to end weaker as traders aggressively paid IRS;
taking cue from BNM'’s indication last week that OPR cuts in 2020 were deemed to
be sufficient to drive growth for now. The improved trajectory in secondary market
activity nevertheless saw the curve steepen and shift higher. Overall benchmark
MGS/GlI yields closed higher between 4-30bps for both MGS/GII. Interest was seen
mainly in the off-the-run 21’s, 27-30’s-24’s and also benchmark 3Y, 5Y, 10Y MGS/GlI
bonds. The benchmark 5Y MGS 9/25 yield rose 16bps at 2.47% whilst the 10Y MGS
4/31 benchmark spiked 21bps at 2.99% levels. Average daily secondary market
volume however improved @ RM4.13b versus prior week’s tepid RM3.52b. The
auction exercise for 20Y MGS 5/40 saw larger institution support due to lower
private placement amounts. The auction was awarded at 3.969% on a decent BTC
ratio of 2.224x. Expect trading next week to be range-bound in the absence of
positive catalysts whilst investors look for bargain-hunting opportunities at key
support levels during the MCO period which has been extended until early-March.

e MYR Corporate Bonds/ Sukuk: The holiday-shortened week under review saw
investor interest in the secondary market ease for corporate bonds/Sukuk/govt-
guaranteed bonds; taking cue from weaker govvies. Activity was mainly centered
across the GG-AA part of the curve as yields closed mostly mixed-to-higher amid
lower average daily market volume of RM430m compared to prior week’s RM534m.
Topping the weekly volume was telco provider CTX 8/27(AAl) which closed
unchanged at 2.99%, followed by DANUM 2/26 (AAA) which eased 1bps at 2.64%.
Third largest volume was seenin Public Islamic 8/27 (AA1) which closed 7bps lower
at 2.49% levels. Higher frequency of bond trades were seen in DANA, AMAN, CTX
and odd-lot transactions in YNH Property and Tropicana-related bonds. Meanwhile
the prominent issuances for the week included MAYBANK Islamic Bhd’s AA-1-rated
2031NC26 bonds totaling RM1.0b with a coupon of 2.9%; followed by UEM Sunrise
Bhd’s 3-5Y bonds amounting to RM400m with coupons ranging between 4.0-4.3%.

SGS: SGS (govvies) mirrored UST movements and also ended weaker w/w across the
curve with overall benchmarkyieldsrising substantially between 2-19bps. The curve
bear-steepened with the 2Y rising 2bps at 0.32% levels whilst the 10Y (which traded
within a wider 17bps range0O spiked 17bps at 1.18%. The government’s plans to
finance publicinfrastructure-related projects of up to SGD19b via green bonds. This
coupled with rising US interest rates is deemed to have driven the yield curve
steeper. Separately, Fitch Ratings has upgraded Jubilant Pharma Ltd’s Long-Term
Foreign Currency Issuer Default rating to BB from BB- and affirmed its senior
unsecured ratingand rating on its senior unsecured notes at BB. The new Significant
Infrastructure Government Loan Act (SINGA) bonds will rank pari passu and qualify
as liquid assets that financial institutions can hold to meet regulatory requirements.
Meanwhile we expect investors to await the $ 2.8b 20Y SGS auction on 24th February
next week.

Benchmark MGS Yields (%)
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Rating Actions

Rating/

Issuer PDS Description Action

Outlook
AAA/Stable Reaffirmed

Manjungisland Energy Berhad  RM3.86 bil Islamic Securities (2011/2030)

(Series 1)
RM990 mil Islamic Securities (2011/2031) AAA(s)/Stable Reaffirmed
(Series 2)

Jimah East Power Sdn Bhd RM8.98 billion Sukuk Murabahah AA-IS/Stable Affirmed

Source: MARC/RAM
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Economic Calendar

Date Time Country Event Period Prior
22/02 15:00 MA Foreign Reserves Feb-15 $108.6b
16:30 HK CPI Composite YoY Jan -0.7%
21:30 us Chicago Fed Nat Activity Index Jan 0.52
23:00 us Leading Index Jan 0.30%
23:30 us Dallas Fed Manf. Activity Feb 7.0
23/02 05:45 NZ Retail Sales Ex Inflation QoQ 4Q 28.0%
13:00 S CPI YoY Jan 0.0%
15:00 UK Jobless Claims Change Jan 7.0k
15:00 UK ILO Unemployment Rate 3Mths Dec 5.0%
15:00 UK Employment Change 3M/3M Dec -88k
18:00 EC CPI YoY JanF -0.3%
22:00 us FHFA House Price Index MoM Dec 1.0%
22:00 us S&P CorelogicCS 20-City YoY NSA Dec 9.1%
23:00 us Conf. Board Consumer Confidence Feb 89.3
23:00 us Richmond Fed Manufact. Index Feb 14.0
24/02 08:30 AU Wage Price Index YoY 4Q 1.4%
09:00 Nz RBNZ Official Cash Rate Feb-24 0.3%
12:00 MA CPI YoY Jan -1.4%
16:30 HK GDP YoY 4QF -3.0%
20:00 us MBA Mortgage Applications Feb-19 -5.1%
23:00 us New Home Sales MoM Jan 1.6%
25/02 08:00 NZ ANZ Business Confidence FebF 11.8
16:30 HK Exports YoY Jan 11.7%
18:00 EC Economic Confidence Feb 91.5
21:30 us Durable Goods Orders JanP 0.50%
21:30 us Initial Jobless Claims Feb-20 -
21:30 us GDP Annualized QoQ 4QS 4.0%
23:00 us Pending Home Sales MoM Jan -0.3%
26/02 00:00 us Kansas City Fed Manf. Activity Feb 17.0
05:00 Nz ANZ Consumer Confidence Index Feb 113.8
05:45 Nz Exports NZD Jan 5.35b
07:50 IN Industrial Production MoM JanP -1.0%
07:50 IN Retail Sales MoM Jan -0.7%
12:00 MA Exports YoY Jan 10.8%
13:00 S| Industrial Production YoY Jan 14.3%
21:30 us Advance Goods Trade Balance Jan -$82.5b
21:30 us PersonalIncome Jan 0.6%
21:30 us Personal Spending Jan -0.2%
21:30 us PCE Core Deflator YoY Jan 1.5%
22:45 us MNI Chicago PMI Feb 63.8
23:00 us U. of Mich. Sentiment Feb F 76.2
25-28/02 NA VN Exports YoY Feb 50.5%
NA VN CPI YoY Feb -0.97%
NA VN Retail Sales YTD YoY Feb 6.4%
NA VN Industrial Production YoY Feb 22.2%

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 w hatsoever.

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 w ebsites of entities mentioned in this report, how ever 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 w ebsites are accessed entirely at your ow n risk. HLBB does not accept responsibility w hatsoever 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 w here 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,
w ithout 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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