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22-Jan: Central Banks Watch for Downsides

The Bank of Japan and European Central Bank stayed pat, but were watchful of downside risks

US new jobless claims fell slightly, robust homebuilding activity continued

Japan’s key inflation gauge recorded steepest fall in a decade, added to deflationary concerns

Market Pulse

Technology shares powered on overnight while the broader stock markets hold gains as
investors weighed mixed headlines. The tech-focus NASDAQ meanwhile picked up 0.5%
to extend the record-setting gain. Stocks had earlier fallen in Europe and finished mixed
in Asia.

The ECB reconfirmed its “very accommodative monetary policy stance by keeping its
monetary policy unchanged. That includes maintaining the ECB’s key interest rates at
present levels and buying bonds under its €1850b Pandemic Emergency Purchase
Program. It expects resurgence of the virus and the intensification of the containment
measures to weigh on activity in the first quarter, broadly in line with the December
projection. It said that the vaccines rollout offered greater confidence to resolve this
health crisis but did not rule out further adverse development of the pandemic. “The risks
surrounding the euro area growth outlook remain tilted to the downside but less
pronounced”. This came after BOJ kept is policy settings unchanged in the Asia session.

Markets are hopeful for the new US administration’s $1.9trillion spending package but
also concerned over Senate Republicans’ willingness to support certain legislations that
require more than a simple majority to pass. President Biden signed 10 executive orders
on his first day in office and kicked off a plan to combat the Covid-19 pandemic in the US.

Initial jobless claims in the US fell by 26k to 900k for the week ended 16 Jan. The elevated
level of new filings indicates that US firms continued to lay off workers this month amid
sky-high coronavirus cases. Housing starts jumped more than expected by 5.8% m/m in
December. Housing starts had now risen for seven months for the last eight months as
builders rushed to fulfil demand in an inventory-lean environment.

Japan’s headline CPI recorded a deeper 1.2% y/y fall in December (Nov: -0.9%). The
closely watched CPI ex-fresh food index (the BOJ’s main inflation gauge) also shed 1%
y/y (Nov: -0.9%), its largest drop in a decade. This comes as price pressure continued to
lose momentum in Japan and adds to deflationary concerns.

Key Market Metrics

Last Price DoD % YTD %

Dow Jones Ind. 31,176.01 -0.04 1.86
S&P 500 3,853.07 0.03 2.58
FTSE 100 6,715.42 -0.37 3.95
Hang Seng 29,927.76 -0.12 9.90
KLCI 1,594.80 -0.42 -1.99
STI 3,017.15 0.61 6.10
Dollar Index 90.13 -0.4 0i2

WTI oil ($/bbl) 53.13 -0.2 9.42
Brent oil ($/bbl) 56.10 0.04 8.30
Gold (S/oz) 1,870.02 -0.10 -1.51

Daily FX Changes vs. USD (%)

CAD 0.80
NZD 0.70
AUD 0.68
JPY 0.35
SGD 0.35
CNH 0.32
GBP 0.18
MYR 0.17
CHF  -0.12
EUR -0.19
-0.5 0.0 0.5 1.0

Source: Bloomberg, HL Bank

Up Next
JP Natl CPI Ex Fresh -0.9%
Food YoY (Dec)
AU Retail Sales MoM 7.1%
(Dec P)
MA CPI YoY (Dec) -1.7%
UK Retail Sales Inc -3.8%
Auto Fuel MoM (Dec)
EU Markit Eurozone 55.2
Manufacturing PMI
(Jan P)
EU Markit Eurozone 46.4
Services PMI (Jan P)
UK Markit UK PMI 57.5
Manufacturing SA (Jan
P)
UK Markit/CIPS UK 49.4
Services PMI (Jan P)
UK GfK Consumer -26.0
Confidence (Jan)
US Markit US 57.1
Manufacturing PMI
(Jan P)
US Markit US Services 54.8
PMI (Jan P)
US Existing Home Sales -2.5%
MoM (Dec)

Source: Bloomberg
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Week Ahead Forecasts

For Singapore’s key data metrics, we forecast continued reflation in
December, for both headline and core inflation to move up to 0% y/y
from -0.1% a month ago. Rising energy prices and a rebound in
economic activities likely supported. Industrial production may be
still supportive of growth in December, albeit deflated by high base
effects. We forecast a 7.5% y/y expansion compared to 17.9% a
month ago.

Currency Highlights

DXY was down by 0.38% on Thursday, reaching a low of 90.45 and a
close of 90.13. This came as initial jobless claims were slightly below
expectations (900k vs 935k consensus forecast). We watch for some
continued downward trend, albeit at a gradual pace. Support at
90.20 while resistance is at 90.90. Key focus today is on the Markit
PMls.

EUR/USD gained by 0.48% to close at 1.2164. This came as ECB kept
its policy settings unchanged, saying that rates will stay at present or
go lower until inflation goal is near. ECB chief Lagarde also said that
the economy contracted in 4Q. As mentioned previously, there may
be renewed upsides if 1.2150is breached promptly towards a 1.2150
to 1.2300 range. Focus turns to PMls.

GBP/USD reached the highest levels since May 2018, touching a high
of 1.3746 before closing at 1.3733. Resistance is now at 1.3760 and
next 1.3800 big figure. GBP may stay buoyant from positive risk
sentiments. Data focus is on retail sales and PMI on 22 January.

FX Forecasts
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88.50 89.00 88.50 87.50
EUR/USD 1.2450 1.2400 1.2450 1.2550
GBP/USD 1.3850 1.3750 1.3850 1.4000
AUD/USD 0.7800 0.7700 0.7800 0.7950
USD/JPY 102.50 103.50 103.00 101.00
USD/MYR 3.90 3.95 3.90 3.88
USD/SGD 1.3050 1.3100 1.3000 1.2850

Technical Support / Resistance Levels
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USD/JPY stayed flat, closing at 103.50 on Thursday. This came as BOJ
announced unchanged policy settings. Improved its outlook. Key
point was Kuroda’s comments that negative rates are subject to
review and importance of keeping the yield curve low. JPY may
underperform on a mix of weak domestic fundamentals, risk
appetite rebound and central bank stance. Support and resistance at
103.00 and 104.45 respectively.

AUD/USD gained by 0.22%, closing at 0.7764. This came as
unemployment figures were lower than expected, and Markit PMls
stay on strong positive levels. We are constructive on AUD. AUD may
benefit from recovering commodity price outlooks, and as event
risks dissipates. However, pair has looked stretched and we watch
for a range of 0.7600-0.7810.

USD/SGD was down slightly to 1.3228 close on Thursday, with a
modest 0.15% gain for the SGD. Range of 1.3200-1.3360 is still likely
to persist as we stay confident of Singapore’s fundamentals at the
moment. However, Covid-19 community clusters are returning and
presents slight risks towards the current economic situation at this
stage. A break of the 1.32 big figure may turn attention to the 1.3162
support.

USD/MYR fell 0.4% to 4.0290 on Thursday. Pair has broken 4.03
support and the downtrend is likely to continue especially after the
broader greenback declined overnight. BNM’s decision to maintain
OPR and its neutral policy stance also benefits MYR to some extent. In
the short term, we turn neutral to bearish on USD/MYR after BNM’s
policy pause while at the same time expecting US stimulus optimism
to fade now that Biden is settled in.
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0.25-0.50 0.25-0.50 0.25-0.50 0.25-0.50
ECB -0.50 -0.50 -0.50 -0.50
BOE 0.10 0.10 0.10 0.10
RBA 0.10 0.10 0.10 0.10
BOJ -0.10 -0.10 -0.10 -0.10
BNM 1.75 1.75 1.75 1.75
MAS - Hold - Hold

- O S S TS

EUR/USD 1.2000
GBP/USD 1.3490
AUD/USD 0.7420
USD/JPY 101.19
USD/MYR 3.9800
USD/SGD 1.3162

1.2068 1.2164 1.2350 1.2400
1.3580 1.3733 1.3760 1.3800
0.7600 0.7764 0.7810 0.7850
102.71 103.50 104.45 105.00
3.9957 4.0435 4.0580 4.0700
1.3200 1.3228 1.3360 1.3400
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The strategist, analyst or economist (together “Strategist”) who prepared this report certifies that the opinions contained in this report accurately and exclusively reflect his
or her views about the securities of the listed entity or the currency involved, and that he or she has taken reasonable care to maintain independence and objectivity in
respect of the opinions in this report.

Strategist’s Declaration

The Strategist who wrote this report does not hold any financial interests in the listed entity or the currencies referred to. The Strategist’s connected persons, (as defined
in the Securities and Futures Act (Chapter 289) of Singapore, do not hold any financial interests in the listed entity or the currencies referred to.

The Strategist does not receive compensation directly or indirectly related to the specific recommendations or views expressed by that Strategist in this research report.
The reporting line of the Strategist is separate from and independent of the business solicitation or marketing departments of HL Bank, Hong Leong Bank Berhad or
Hong Leong Group Malaysia.

The Strategist confirms that he or she, and the Strategist’s connected persons (as defined in the Securities and Futures Act (Chapter 289) of Singapore, does/do not

serve as directors or officers of the listed entity, and the listed entity or other third parties have not provided or agreed to provide any compensation or other benefits to
the Strategist and the Strategist’'s connected persons, (as defined in the Securities and Futures Act (Chapter 289) of Singapore, in connection with this report.

General Disclaimer by the Bank

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 in this report does not constitute the provision of investment advice and is not to be regarded as an offer to sell or a solicitation of an offer to buy with
respect to the purchase or sale of any of the financial instruments mentioned in this report and/or to participate in any trading strategy. This report 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 HL Bank to be reliable and in good faith, but no warranties or
guarantees, representations are made by HL Bank with regard to the accuracy, completeness, correctness 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 HL Bank or any of the companies within the Hong Leong Bank Group (“HLB
Group”). The opinions reflected in this report may change without notice and the opinions do not necessarily correspond to the opinions of HL Bank. HL Bank does not
have an obligation to amend, modify or update this report or to otherwise notify a reader or recipient in the event that any matter stated in this report, or any opinion,
projection, forecast, valuation or estimate in this report, changes or subsequently becomes inaccurate. The information contained in this report may be incomplete,
condensed and it may not contain all material information concerning the company or currency referred to in this report.

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 nor will any liability be accepted for any loss whatsoever that may arise from any use and/or reliance on this report. HL Bank 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 or currencies mentioned in this report. The past performance of financial instruments is not indicative of future results. The value of and the
income that is produced by the financial instruments mentioned in this report may fluctuate so that an investor may get back less than originally invested. Whilst every
effortis 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 in this report would yield favorable investment results. Recipients should seek the advice of their independent financial advisor before taking any
investment decision based on any recommendations that may be contained in this report. Any recommendation that may be contained in this report does not consider the
specific investment objectives, financial situation, suitability and the particular needs of a particular customer. This report is for the information of the addressee only and
is not to be taken in substitution for the exercise of judgment by the addressee who should obtain separate independent legal or financial advice.

Past performance does not always indicate future performance or future results. The value of any investment or income from any investment may go up as well as down.
All investments involve an element of risk including the potential to lose the entire amount that is invested.

HL Bank may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HL Bank endorses, recommends or
approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HL Bank 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, copied, duplicated or passed on to any other person or published, in part or in whole, for any purpose, without the prior, written consent of HL Bank. 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 agrees to be bound by all limitations contained in this report.

This report is being distributed in Singapore by HL Bank (Company registration number S56FC1182L) to Accredited Investors, Expert Investors or Institutional Investors,
as defined in the Securities and Futures Act (Chapter 289 of Singapore). HL Bank is an Exempt Financial Adviser, as defined in the Financial Advisers Act (Chapter 110
of Singapore), and regulated by the Monetary Authority of Singapore. HL Bank is a branch of Hong Leong Bank Berhad, a limited liability company incorporated in Malaysia.
HL Bank holds a full bank license in Singapore. Hong Leong Bank Berhad is also a member of the Hong Leong Group Malaysia.



