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Economics & FX Highlights

* Growing concerns over worsening coronavirus epidemic

‘0

e MYR to fluctuate in the range of 4.0282 — 4.0567 against US dollar

Global Highlights

The dollar appreciated by 0.12% to 90.238 — the first gain in three days, supported by: (1) safe-haven flows due to the
worsening coronavirus epidemic in the US as well as the rest of the world; and (2) relative outperforming economic data
release which includes: (i) January’s flash Manufacturing PMI expanding faster to 59.1 from 57.1 in December (cons: 56.5) —
marking an all-time high. Both production and new exports orders were at their highest since 2014 and job creation was the
strongest in 2 years; and (ii) January’s flash Services PMI jumping to 57.5 from 54.8 in December (cons: 53.6). The rate of
expansion was the second sharpest since March 2015 and steep overall. However, the pace of new business growth softened
at the start of 2021 as restrictions placed on firms due to the ongoing coronavirus disease pandemic dampened demand.

Meanwhile, modest selling was seen in the equity market with the Dow falling 0.57% to 30,997 while the S&P 500 shaved
0.30% to 3,842. The UST10-year slipped 2.03bps to 1.086% while the gold price shed 0.77% to USS$1,855.6/0z.

The euro strengthened by 0.06% to 1.217 following the positive tone from the ECB’s meeting. Meanwhile, the economic data
release showed signs of softening economic activity with: (1) January’s flash EU Manufacturing PMI easing to 54.7 from 55.2
in December (cons: 54.5); and (ii) January’s flash Services PMI deteriorating to 45.0 from 46.4 in December (cons: 44.5).

The pound weakened by 0.34% to 1.369 due to a weaker dollar added with weaker IHS Markit/CIPS UK flash Composite PMI
data. It dropped to 40.6 in January from 50.4 in December (cons: 45.5). The index was the lowest since May 2020 and much
weaker than in the second national lockdown period during November (49.0). However, the speed of the downturn in the
UK’s private sector output was still softer than at the start of the pandemic (13.8 in April 2020), with many businesses citing
successful efforts to adapt and prepare for new Covid-19 restrictions.

The Japanese yen weakened 0.27% to 103.8, also the weakest in three days owing to; (1) December inflation rate dipping
further into disinflationary for the third month at 1.2% y/y from -0.9% y/y in November; as well as (2) January’s Jibun Bank
Manufacturing PMI flash estimation which slipped to 49.7 from 50.0 in December. Similarly, the yuan depreciated by 0.31%
to 6.482 against the stronger dollar.

Crude oil prices fell as Brent shaved off 1.23% to US$55.41 while WTI slipped by 1.62% to US$52.27 per barrel — both to the

lowest since 15 January, weighed down by a build-up in US crude inventories and worries that new pandemic restrictions in
China will curb fuel demand in the world’s biggest oil importer.

Malaysia Highlights:

The MYR fell after three days of gains, depreciating by 0.35% to 4.043, the weakest since early in the week. The KLCI gained
0.12% to 1,596.7 despite foreign selling coming in at RM89.7mil. Prior to Friday’s closing, bonds were under slight pressure
without the presence of any buying flows; the 3-, 5-, 7- and 10-year yields added 2bps to 1.895%, 2bps to 2.100%, 2.5bps to
2.495% and 1.5bps to 2.730%, respectively. The IRS curve shifted higher: (3Y) 0.9bps to 1.980%, (5Y) 0.7bps to 2.182%, and
(7Y) 0.5bps to 2.345%. Meanwhile, the 10-year IRS remained unchanged at 2.600%. Elsewhere, the KLIBOR 3-month held
steady at 1.940%.

Against major currencies, the MYR weakened mostly; 0.69% to 4.923 vs. the EUR, 0.09% to 3.897 vs. the JPY and 0.04% to
1.603 vs. the CNY. The ringgit strengthened 0.05% to 3.127 vs. the AUD while was muted at 5.534 vs. the GBP. Against its
Asean peers, the ringgit traded lower across the board; (SGD) 0.12% to 3.048, (THB) 0.13% to 7.416, (PHP) 0.28% to 11.89 and
(VND) 0.31% to 5,707.

MYR Outlook For The Day

We expect the MYR to trade between our support levels of 4.0282 and 4.0363 while the resistance is pegged at 4.0504 and
4.0567.
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Economic Update 25 January 2021

Malaysia — 2021 overall headline inflation expected to normalise

As expected, headline inflation remained in the deflationary region for the 10th straight month, impacted by the ongoing
Covid-19 disruptions. Headline inflation in December fell by 1.4% y/y from -1.7% y/y in November. The drag in headline
inflation mainly came from transport where it slipped by 8.4% y/y in December (Nov: -11.1% y/y) as well as housing, water,
electricity, gas and fuel which contracted at the same pace as in December by 3.3% y/y. This brings the full-year average to -
1.1%. It is the first time since 1969 for the economy to report a negative inflation. In 1969, headline inflation fell by 0.4% y/y.

Meanwhile, core inflation, which excludes fuel and other administered prices, maintained positive growth throughout the
year. In December, core inflation rose by 0.7% y/y, similar to November. It is being supported by sustained domestic demand
along with a gradual resumption of economic activities. For the full year, core inflation climbed by 1.1% y/y.

Month-on-month, the headline inflation rose 0.5% in December following -0.2% in November. The increase was supported by
higher fuel pump prices. Fuel pump prices for RON95, RON97 and diesel averaged higher in December at RM1.74 per litre,
RM2.04 per litre, and RM1.93 per litre, respectively (November: RM1.63 per litre, RM1.93 per litre, and RM1.75 per litre).

For 2021, the overall headline inflation is expected to normalise. This will be supported by an improving global growth and
trade, added with local stimulus measures amounting to RM340bil as well as the low base. Along the line, the the Producer
Price Index (PPI), which currently averages at -2.7% for the first 11 months, should also gain momentum as the current low
input cost should be rising on the back of firmer commodity prices. Headline inflation should average around 1.9%-2.1%.

Chart 1: Headline & Core Inflation Rate (y/y %) Chart 2: Inflation & PPI (y/y %)
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Today’s Event
Country Event Surv Prev ‘
US Chicago Fed National Activity Index (Dec) - 0.27
Dallas Fed Manufacturing Index (Jan) - 9.7
DE Ifo Business Climate (Jan) 91.9 92.1
SG Inflation Rate YoY (Dec) - -0.1%
Core Inflation Rate YoY (Dec) - -0.1%

Source:TradingEconomics/Bloomberg/AmBank Research
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Key Financial Market Movement 25 January 2021
Table 1 : Currency pair against the dollar Table 2 : Regional Equity Market Performace
stcose 8/d00 VIO 00

Dollar Index 90.24 0.1 04 Dow Jones 30,997 -0.6 3.2
EURUSD 1.22 0.1 -0.6 S&P 500 3,841 -0.3 4.1
GBPUSD 1.37 -0.3 0.8 Euro Stoxx 50 3,602 -0.4 1.1
USDJPY 103.8 0.3 0.6 FTSE 100 Index (UK) 6,695 -0.3 1.9
AUDUSD 0.77 -0.6 0.7 DAX (Germany) 13,874 -0.2 1.1
NzZDUSD 0.72 -0.4 0.2 Nikkei 28,631 -0.4 5.0
USDCNY 6.48 0.3 0.3 Hang Seng 29,448 -1.6 7.2
USDCNH 6.50 0.5 0.6 Shanghai Comp. 3,607 -0.4 3.0
USDINR 72.98 0.0 -0.1 India 48,879 -1.5 1.5
USDSGD 1.33 0.4 0.6 KOSPI (S. Korea) 3,141 -0.6 6.7
USDKRW 1103 0.5 2.0 Singapore 2,992 -0.8 4.6
USDPHP 48.08 0.1 0.1 SE Thai 1,498 -1.0 2.0
USDTHB 29.99 0.2 0.2 PSEi (Philippines) 7,046 -1.3 -2.1
USDIDR 14035 0.2 1.0 Jakarta Comp. 6,307 -1.7 3.3
USDMYR 4.04 0.4 0.9 FBM KLCI 1,597 0.1 -0.4

Source: Bloomberg/AmBank Research Source: Bloomberg/AmBank Research

Table 3 : Currency pair against the ringgit Table 4 : Regional 10-year Government Bond Performace

Last Close ___d/d (%) ___YTD (%)

EUR/MYR 4.923 0.7 0.0 us 1.086 -2.0 17.2
GBP/MYR 5.534 0.0 0.9 Euro -0.514 -1.7 9.2
AUD/MYR 3.127 -0.1 0.9 UK 0.306 -2.3 135
JPY/MYR 3.897 0.1 0.3 Japan 0.036 0.9 1.9
CNY/MYR 1.603 0.0 -0.6 China 3.123 -1.5 -4.9
SGD/MYR 3.048 0.1 0.2 India 5.906 -1.9 8.2
THB/MYR 7.416 -0.1 -0.7 Singapore 1.002 -1.5 13.0
IDR/MYR 3471 -0.1 0.1 Thailand 1.319 1.2 4.3
PHP/MYR 11.893 -0.3 -0.8 Indonesia 6.248 1.6 37.8
VND/MYR 5707 -0.3 -0.9 Malaysia 2.720 0.6 133

Source: Bloomberg/AmBank Research Source: Bloomberg/AmBank Research

Table 5: Malaysia Government Securities Yield (MGS) Table 6: Key Financial Data

lastClose (%)  d/d (bps)  YTD (bps) Last Close d/d (bps)  YTD (bps)

3-year 1.863 1.1 0.5 3-year IRS (%) 1.980 0.9 -6.5
5-year 2.073 1.8 -2.2 5-year IRS (%) 2.182 0.7 -5.5
7-year 2.477 25 9.7 7-year IRS (%) 2.345 0.5 -3.1
10-year 2.720 0.6 13.3 10-year IRS (%) 2.600 0.0 -1.1
15-year 3.321 -0.7 14.8 3-months KLIBOR (%) 1.940 0.0 0.0
20-year 3.553 0.0 24.7 MY 5-year CDS (bps) 41.24 2.2% 12.7%
30-year 3.954 0.3 12.3 Brent 55.41 -1.2% 8.5%

Source: Bloomberg/AmBank Research Source: Bloomberg/AmBank Research
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Key Daily FX Charts

25 January 2021
Chart 1: Onshore & Offshore MYR Chart 2: Malaysia 5-year CDS (bps)
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Chart 3: UST10/2 Spread (bps) Chart 4: MGS10/3 Spread (bps)
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Chart 5: Gold Price (USS$/0z2) Chart 6: Crude Oil Price (US$/bbl)
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DISCLOSURE AND DISCLAIMER

This report is prepared for information purposes only and it is issued by AmBank (M) Berhad (“AmBank”)
without regard to your individual financial circumstances and objectives. Nothing in this report shall constitute
an offer to sell, warranty, representation, recommendation, legal, accounting or tax advice, solicitation or
expression of views to influence any one to buy or sell any real estate, securities, stocks, foreign exchange,
futures, investment or other products. AmBank recommends that you evaluate a particular investment or
strategy based on your individual circumstances and objectives and/or seek financial, legal or other advice on
the appropriateness of the particular investment or strategy.

The information in this report was obtained or derived from sources that AmBank believes are reliable and
correct at the time of issue. While all reasonable care has been taken to ensure that the stated facts are
accurate and views are fair and reasonable, AmBank has not independently verified the information and does
not warrant or represent that they are accurate, adequate, complete or up-to-date and they should not be
relied upon as such. All information included in this report constitute AmBank’s views as of this date and are
subject to change without notice. Notwithstanding that, AmBank has no obligation to update its opinion or
information in this report. Facts and views presented in this report may not reflect the views of or information
known to other business units of AmBank’s affiliates and/or related corporations (collectively, “AmBank
Group”).

This report is prepared for the clients of AmBank Group and it cannot be altered, copied, reproduced,
distributed or republished for any purpose without AmBank’s prior written consent. AmBank, AmBank Group
and its respective directors, officers, employees and agents (“Relevant Person”) accept no liability whatsoever
for any direct, indirect or consequential losses, loss of profits and/or damages arising from the use or reliance
of this report and/or further communications given in relation to this report. Any such responsibility is hereby
expressly disclaimed.

AmBank is not acting as your advisor and does not owe you any fiduciary duties in connection with this report.
The Relevant Person may provide services to any company and affiliates of such companies in or related to
the securities or products and/or may trade or otherwise effect transactions for their own account or the
accounts of their customers which may give rise to real or potential conflicts of interest.

This report is not directed to or intended for distribution or publication outside Malaysia. If you are outside
Malaysia, you should have regard to the laws of the jurisdiction in which you are located.

If any provision of this disclosure and disclaimer is held to be invalid in whole or in part, such provision will be
deemed not to form part of this disclosure and disclaimer. The validity and enforceability of the remainder of
this disclosure and disclaimer will not be affected.
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