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Ringgit Weekly Outlook

To trade with downside bias amid Malaysia’s worsening political and COVID-19 situation

Fundamental Overview

After depreciating from Monday to Thursday last week, the
local note rebounded near the 4.22 level against the
greenback on Friday as the USD index retreated amid
Powell's dovish comments. The MYR was also supported by
higher Brent crude oil price and lower 10-year US Treasury
yield. However, the gains were limited due to the Malaysia's
worsening COVID-19 infections and heightened political
uncertainty.

MYR is expected to weaken around the 4.23 — 4.25 level
against the USD this week as domestic political concerns
grow. On top of that, continuous rise in the number of
Malaysia’s COVID-19 ICU cases and deaths, coupled with
lack of positive catalysts, are seen to drag the local note
lower. However, higher crude oil prices should limit ringgit’'s
losses.

Technical Analysis

Due to the unfavourable fundamental outlook, EMA technical
indicator signals a bearish MYR trend, with the ringgit
expected to depreciate against the greenback by 0.20%.

The pair faces an immediate resistance level at (R1) 4.233,
followed by (R2) 4.245. Alternatively, should the USD bearish
trend continue due to a shift in investor sentiment, the
USDMYR pair could trade around the (S2) 4.209 - (S1) 4.215
level.

| Graph 1: USDMYR Trend

Economic Viewpoint

I Table 1: Currency Outlook

Long Term*

Q2-21 Q3-21F Q4-21F Q1-22F Q2-22F OUTLOOK

USDMYR 4149 4.133 4.028 4.000 3.977 v

Short Term (Technical)

EMA (5) R1 R2 s1 S2  OUTLOOK

USDMYR 4229 4233 4.245 4.215 4.209 A

Signal for USD Trend = A Bullish Neutral ¥ Bearish

*F=Forecasts for end of period

Source: Kenanga Research, Bloomberg

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)]

4.300 1
4.250
4.200
4.150
4.100
4.050

4.000 T T T T T T T T T T T \
Jul-20 Aug-20 Sep-20 Oct-20 Nov-20 Dec-20 Jan-21 Feb-21 Mar-21 Apr-21 May-21 Jun-21 Jul-21

Source: Kenanga Research, Bloomberg

| Graph 2: Weekly Performance of Core Pairs

| Graph 3: Weekly Peers’ Performance
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| Table 2: Performance of Core Pairs

01/01/21 30/07/20 30/06/21 23/07/21 30/07/21
Currencies YTD Last Year  Last Month Last Fortnight Last Week | ytd (%) yoy (%) mom (%) wow (%)
MYR
USDMYR 4.020 4.239 4.149 4.227 4.221 4.98% -0.44% 1.72% -0.14%
AUDMYR 3.099 3.027 3.114 3.115 3.125 0.81% 3.22% 0.34% 0.31%
GBPMYR 5.495 5.509 5.745 5.803 5.901 7.39% 7.11% 2.73% 1.70%
EURMYR 4.900 4.981 4.936 4977 5.027 2.58% 0.92% 1.84% 1.01%
JPYMYR 3.895 4.034 3.755 3.824 3.849 1.17% -4.56% 251% 0.67%
SGDMYR 3.043 3.083 3.088 3.109 3.124 2.66% 1.31% 1.17% 0.48%
USDIDR 14050 14600 14500 14493 14463 2.94% -0.94% -0.26% -0.21%
USDTHB 30.028 31.445 32.068 32.937 32.900 9.56% 4.63% 2.59% -0.11%
USDSGD 1.322 1.375 1.344 1.361 1.354 2.46% -1.52% 0.75% -0.46%
USDPHP 48.03 49.157 48.81 50.325 50.006 4.11% 1.73% 2.45% -0.63%
USDCNY 6.527 7.009 6.457 6.481 6.461 -1.01% -1.81% 0.07% -0.31%
USDJPY 103.200 105.100 110.490 110.550 109.720 6.32% 4.40% -0.70% -0.75%
. |
EURUSD 1.221 1.175 1.189 1477 1.187 -2.82% 1.05% -0.17% 0.84%
GBPUSD 1.367 1.302 1.386 1.375 1.390 1.70% 6.81% 0.30% 1.13%
AUDUSD 0.769 0.715 0.750 0.737 0.734 -4.55% 2.74% -2.13% -0.30%
Source: Kenanga Research, Bloomberg
| Table 3: Upcoming Major Data Release And Policy Announcement for the Week
Date Country Indicator Consensus/Forecast
2/8/2021 MY Markit Manufacturing PMI (JUL) N/A
2/8/2021 CN Caixin Manufacturing PMI (JUL) 51.0
2/8/2021 us ISM Manufacturing PMI (JUL) 60.9
3/8/2021 us Factory Orders (JUN) 1.0% MoM
4/8/2021 us ADP Employment Change (JUL) 700.0k
5/8/2021 us Balance of Trade (JUN) -USD73.9b
6/8/2021 us Non Farm Payrolls (JUL) 900.0k
6/8/2021 us Unemployment Rate (JUL) 5.7%
6/8/2021 us Wholesale Inventories (JUN) 0.8% MoM

Source: Kenanga Research, Trading Economics
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