Kenanga
Ringgit Weekly Outlook

Year-end strength may settle below the 4.60/USD level amid weak US dollar bias

Fundamental Overview

Despite pushback from Fed members against market expectations
of at least six rate cuts next year, the ringgit has appreciated to
around the 4.65 level against the USD. This can be primarily
attributed to the market's strong conviction that the Fed will pivot
towards monetary easing as early as 1Q24. Additionally, the
expectation that the BNM may maintain the overnight policy rate
throughout 2024 has further contributed to the ringgit's strength.
However, the local note’s gains were capped by weaker-than-
expected Malaysia trade figures and the depreciation of the yuan.
The persistent narrowing of the 10-year MY-US government bond
yield differential, driven by the Fed's dovish narrative, is expected
to continue benefitting the ringgit next week. If tonight's core PCE
data turns out to be lower than the consensus of 0.2% MoM (Oct:
0.2%), it may solidify expectations of early rate cuts by the Fed,
potentially boosting the ringgit to strengthen below the 4.60/USD
threshold. Despite the absence of significant catalysts heading into
the holiday-shortened trading week, the ringgit could gain
additional support from the weakening of the USD resulting from
month-end rebalancing activity.

Technical Analysis

The USDMYR's neutral outlook is expected to continue for the week
ahead, with the pair likely to hover around its 5-day EMA of 4.659.
Technically, the pair is expected to fluctuate within the range of (S1)
4.626 — (R1) 4.677 next week. However, the potential downside of
the USD may push the pair to trade below the (S2) 4.609 level.

| Graph 1: USDMYR Trend
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I Table 1: Currency Outlook

Long Term*

Q3-23 Q4-23F QI1-24F Q2-24F Q3-24F Q4-24F Trend

USDMYR 4.695 4.440 4331 4306 4.280 4.254 v
Short Term (Technical)
RSI(7) EMA(5) R1 R2 s1 S2  Trend
USDMYR 34.190 4.659 4.677 4.711 4.626 4.609
Signal for USD Trend = A Bullish Neutral V¥ Bearish

*F=Forecasts for end of period
Source: Kenanga Research, Bloomberg

RSl (7): 7-day Relative Strength Index

Measures the speed and magnitude of a security's recent price changes to evaluate
overvalued or undervalued conditions. A reading of 80 or above indicates an overbought
situation while a reading of 20 or below indicates an oversold condition.

EMA (5): 5-day Exponential Moving Average

EMA gives more weight to the most recent periods, places more emphasis on what has
been happening lately. Old data points retain a multiplier even if they are outside of the
selected data series length.

EMA = (P x a) + [Previous EMA X (1 — a)]
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I Graph 2: Weekly Performance of Core Pairs I Graph 3: Weekly Regional Peers’ Performance
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| Table 2: Performance of Core Pairs

03/01/23 2112/22 2111/23 14112123 2112123
Currencies YTD Last Year  Last Month Last Week Yesterday | ytd (%) yoy (%) mom (%) wow (%)
MYR
USDMYR 4.409 4.439 4,653 4.672 4.655 5.58% 4.85% 0.03% -0.37%
AUDMYR 2.962 2.963 3.054 3.135 3.141 6.04% 6.00% 2.84% 0.19%
GBPMYR 5.255 5.388 5.836 5.918 5.879 11.88% 9.11% 0.75% -0.67%
EURMYR 4.649 4.712 5.092 5.094 5.094 9.55% 8.10% 0.02% -0.01%
JPYMYR 3.373 3.367 3.153 3.301 3.254 -3.53% -3.36% 3.19% -1.41%
SGDMYR 3.280 3.283 3.483 3.513 3.499 6.67% 6.57% 0.47% -0.40%
USDIDR 15601 15588 15440 15502 15525 -0.49% -0.40% 0.55% 0.15%
USDTHB 34.444 34.734 35.191 35.023 34.900 1.32% 0.48% -0.83% -0.35%
USDSGD 1.346 1.352 1.336 1.330 1.330 -1.20% -1.60% -0.45% 0.01%
USDPHP 55.799 55.12 55.372 55.805 55.591 -0.37% 0.85% 0.40% -0.38%
USDCNY 6.915 6.982 7.141 7.112 7.138 3.22% 2.23% -0.04% 0.36%
USDJPY 130.690 131.840 147.580 141.570 143.020 9.43% 8.48% -3.09% 1.02%
. |
EURUSD 1.053 1.062 1.095 1.091 1.095 4.02% 3.15% 0.08% 0.38%
GBPUSD 1.191 1.213 1.254 1.266 1.264 6.15% 4.20% 0.78% -0.15%
AUDUSD 0.670 0.668 0.657 0.671 0.674 0.60% 1.03% 2.65% 0.51%

Source: Kenanga Research, Bloomberg

| Table 3: Upcoming Major Data Release And Policy Announcement for the Week

Date Country Indicator Previous Consensus/Forecast
26/12/2023 us Chicago Fed National Activity Index (NOV) -0.49 N/A
26/12/2023 us S&P/Case-Shiller Home Price (OCT) 3.9% YoY 5.0% YoY
26/12/2023 us Dallas Fed Manufacturing Index (DEC) -19.9 N/A
27/12/2023 MY PPI (NOV) -0.3% YoY N/A
28/12/2023 us Goods Trade Balance Advance (NOV) -USD89.56b -USD89.50b
28/12/2023 us Initial Jobless Claim (DEC) 205.0k N/A
28/12/2023 us Pending Home Sales (NOV) -1.5% MoM 1.0% MoM
29/12/2023 MY M3 Money Supply (NOV) 3.7% YoY N/A

Source: Kenanga Research, Trading Economics, Bloomberg
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This document has been prepared for general circulation based on information obtained from sources believed to be reliable, but we do not
make any representations as to its accuracy or completeness. Any recommendation contained in this document does not have regard to the
specific investment objectives, financial situation and the particular needs of any specific person who may read this document. This document
is for the information of addressees only and is not to be taken in substitution for the exercise of judgement by addressees. Kenanga Investment
Bank Berhad accepts no liability whatsoever for any direct or consequential loss arising from any use of this document or any solicitations of an
offer to buy or sell any securities. Kenanga Investment Bank Berhad and its associates, their directors, and/or employees may have positions
in, and may affect transactions in securities mentioned herein from time to time in the open market or otherwise, and may receive brokerage
fees or act as principal or agent in dealings with respect to these companies. Kenanga Investment Bank Berhad being a full-service investment
bank offers investment banking products and services and acts as issuer and liquidity provider with respect to a security that may also fall under
its research coverage.
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