$ HonglLeong Bank

30 September 2022

Global Markets Research

Weekly Market Highlights - FX
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Weekly Look Ahead

MYR: MYR weakness stayed extended in tandem with other regional currencies as the greenback gained grounds
on Fed rate hike expectations, and perhaps to a larger extent, haven appeals. USD/ MYR marched higher for the 5%
consecutive week and broke the 4.60 key resistance in the process. The pair traded up from 4.57s last Friday to
4.64s currently, weakening 1.5% w/w to 4.6405 as at Thursday’s close. Overall outlook for USD/ MYR remains bullish
as policy divergence will remain the key driver in favour of the USD. Ongoing market rout and concerns over policy
implications, as well as geopolitical tensions, will also dampen the appeal of EM currencies including the MYR. We
maintain our view that USD/ MYR will unlikely defy broad market direction, hence potentially heading towards 4.70
if 4.65 is broken.

USD: The USD continued to rally for a 7" consecutive week, with the DXY hitting a fresh 20-year high at 114.78 in
mid-week. The DXY gapped down two big figures to 112s after the BOE’s surprised intervention plan encompassing
bond buying of long tenured UK gilts, which momentarily offered a relief rally in global markets that have come
under increasing tremendous pressure since last Friday, triggered by the UK’s mini budget. The greenback has since
weakened further but managed to settle the week with a 0.5% w/w gain to last close at 111.80 on Thursday. The
USD strengthened against all G10s save for the CHF, and is expected to remain bullish, in a range of 110-115 in the
week ahead supported by its haven status. Any upside surprises in core PCE print will likely reinforce aggressive Fed
rate hike path, hence giving added boost to the greenback. ADP and nonfarm job report, ISM readings and a long
line-up of Fed speaks will add more noises too.

EUR: EUR traded below parity for the entire week, in a range of 0.9536 — 0.9852 before ending at 0.9815 as at
Thursday’s close, down 0.2% w/w. A mid-week rebound post BOE announcement helped narrow losses in EUR/ USD.
Latest economic data continued pointing to a weakening Eurozone economy, and could complicate the situation as
ECB has pledged to do whatever it takes should inflation stay high. September CPl is due later today and is expected
to edge higher, hence supporting the case for a hawkish ECB. We therefore expect more neutral trading in the EUR/
USD next week, likely keeping to a range of 0.95-1.00. Technicals still point to a bearish EUR/ USD but the negative
momentum appears to be reducing, likely keeping the pair above the 0.95 support now.
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GBP: Tracking other G10s, the sterling also went through a choppy week, no thanks to Liz Truss’s mini budget
involving tax cuts and energy bills, as well as the BOE intervention via long tenured bond buying plans. The sterling
were initially sold off badly after the fiscal announcement, hitting a low of 1.0350, its lowest in 37 years, but
managed to regain some lost ground to close the week only 1.3% w/w lower at 1.1117. The pair traded in a range
of 1.0350 — 1.1274 during the week. We remain bearish on GBP/ USD in the week ahead potentially in a range of
1.10-1.13. As the economic calendar will be light next week, we expect attention to the turn to the Fed, BOE and
possibly Liz Truss for clues on further policy guidance.

JPY: In another sign of short-lived impact from central bank intervention, the USD/ JPY rallied back to the 144
handles this week, weakening 1.4% w/w to 144.46 as at Thursday’s close. Recall the pair plunged five big figures
from an intraday high of 145.90 to 140.70 on 22-September after the BOJ stepped in for the first time since 1998 to
boost the weaker JPY. Looking forward, the JPY outlook remains bearish in anticipation of a firm USD. We therefore
expect a range of 141-145 in the week ahead.

AUD: AUD depreciated for a 2™ straight week, by 2.2% w/w to 0.6500 against the USD, making it the second worst
performing G10s after NOK (-2.7%). Over policy tightening and recession fear dampened commodity outlook hence
spilling over to commodity currencies. The kiwi also lost 2.1% while the CAD weakened 1.4% w/w. Negative
momentum in the pair has picked up and the pair looks set to break the 0.65 key support level real soon. This should
instil further bearishness in AUD/ USD, heading towards 0.6280. Will go with a range of 0.64-0.68 in the week ahead.
RBA meeting will be the main event risk and it will likely maintain its pace of a 50bps hike.

SGD: SGD bears continued to rule for the 7% straight week, weakening close to 1.0% w/w to 1.4327 as at Thursday’s
close, tracking the movement in the USD. The pair continued to trade on a bullish bias, hitting a high of 1.4492 on
28-September but consolidation in the FX market has helped the pair reclaim some losses. August CPI increased
more than expected and shall reaffirm the case for a October tightening by MAS. Technically, bullishness in the
USD/SDG has picked up, paving the way for 1.45 key level. The SGD has been showing greater resiliency against its
regional peers and may consolidate after recent selloffs before the next leg up. Will go with a range of 1.42-1.45 for
next week. Singapore PMI and retail sales will be the key watch on the local front.
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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 favourable 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.




