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 Long USD/MYR at 4.0020, stop loss at 3.9700, and a 2-week target of 4.0300. The 
potential return for this trade is 0.70% in 2 weeks. 
 

 We believe three factors may cause Ringgit to weaken in the short term. These 
factors include stringent lockdowns being imposed in Malaysia, Dollar 
weakness is over-stretched and could entice importers to buy USD at current 
levels, and net short Dollar positioning could fall. 

 

 USD/MYR tested the low of 3.9980 early in the year. However, the 2 week moving 
average of new cases continues to rise, with the risks tilted towards a further 
acceleration.  

 

Global FX Strategy: Long USDMYR 
 

We believe three factors may cause Ringgit to weaken in the short term. Domestically, 
the risk of further stringent lockdown in the weeks ahead could dampen economic 
activity. The 2 week moving average of new cases continues to edge higher and this 
trend may continue for much of January. A Covid-19 Government Response 
Stringency Index for Malaysia shows there is an increased likelihood of new cases 
remaining high in the near term (Figure 1). Second, Dollar weakness is over-stretched 
and could entice importers to accumulate cheap USD at current levels.  
 
Lastly, in terms of positioning, we believe the market’s large net short posture is over-
done and may turn in the near-term. Speculators increased their net short dollar 
positions in the latest week, according to U.S. Commodity Futures Trading 
Commission data. The value of the net short Dollar position rose to $30.40 billion in 
the week ended December 29th and compared with a net short of $30.15 billion which 
printed in the previous week. Given the large increase in Dollar shorts, the risk of a 
significant reduction in Dollar shorts in the near-term can’t be ruled out. Hence, 
positioning will become supportive of a long USD/MYR trade in the short-term.  
 

Global FX News 

The Dollar found support as concerns about surging COVID-19 cases and uncertainty 
about U.S. runoff elections in Georgia fuelled demand for safer assets.  The fate of 
U.S. President-elect Joe Biden's agenda, including rewriting the tax code, boosting 
stimulus and infrastructure spending, hinges firmly on Tuesday's twin Senate races in 
the battleground state of Georgia that will determine control of the chamber. The 
greenback held gains from overnight in early Asian trading on Tuesday after U.S. 
stocks retreated from record highs at the start of the new year. The GBP/USD was 
under pressure as PM Boris Johnson ordered a nationwide lockdown to try and slow a 
fast-spreading coronavirus variant. Sterling was little changed at $1.3572 early in the 
Asian session. The Dollar index was flat at 89.86 after rebounding Monday from a 2 ½ 
year low of 89.41. The safe-haven JPY was little changed at 103.13. Japan’s prime 
minister said the government is considering a state of emergency for Tokyo amid a 
surge in coronavirus cases. The Euro was steady at $1.22535 after reaching $1.231 
on Monday for the first time since April 2018. 
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This is a composite measure based on nine response indicators including school closures, workplace closures, and travel bans, rescaled to a value from 0 to 100 (100 = strictest). 
If policies vary at the subnational level, the index is shown as the response level of the strictest sub-region. This index simply records the number and strictness of government 
policies, and should not be interpreted as ‘scoring’ the appropriateness or effectiveness of a country’s response. 
OxCGRT collects publicly available information on indicators of government response. These indicators take policies such as school closures, travel bans, etc. and record them 
on an ordinal scale; the remainder are financial indicators such as fiscal or monetary measures. OxCGRT measures the variation in governments’ responses using its 'COVID-
19 Government Response Stringency Index (Stringency Index)'. This composite measure is a simple additive score of nine indicators measured on an ordinal scale, rescaled to 
vary from 0 to 100. Please note that this measure is for comparative purposes only, and should not necessarily be interpreted as a rating of the appropriateness or effectiveness 
of a country's response. It also includes a measure of 'COVID-19 Containment and Health Response' index which is based on the metrics used in the 'Stringency Index' plus 
testing policy and contact tracing.  
Source: Thomas Hale, Sam Webster, Anna Petherick, Toby Phillips, and Beatriz Kira (2020). Oxford COVID-19 Government Response Tracker, Blavatnik School of Government. 
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Figure 1 – Malaysia Daily New Covid-19 Cases Momentum is Up: Trend Likely to Continue in Near-Term 
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Disclaimer Economics and Market Strategy  
 
This report is prepared for information purposes only by the Economics and Market Strategy division within RHB Bank Berhad and/or its subsidiaries, related 
companies and affiliates, as applicable (“RHB”).  
 
All research is based on material compiled from data considered to be reliable at the time of writing, but RHB does not make any representation or warranty, 
express or implied, as to its accuracy, completeness or correctness. 
 
Neither this report, nor any opinion expressed herein, should be construed as an offer to sell or a solicitation of an offer to acquire any securities or financial 
instruments mentioned herein. RHB (including its officers, directors, associates, connected parties, and/or employees) accepts no liability whatsoever for 
any direct or consequential loss arising from the use of this report or its contents. This report may not be reproduced, distributed or published by any recipient 
for any purpose without prior consent of RHB and RHB (including its officers, directors, associates, connected parties, and/or employees) accepts no liability 
whatsoever for the actions of third parties in this respect. 
 
Recipients are reminded that the financial circumstances surrounding any company or any market covered in the reports may change since the time of their 
publication. The contents of this report are also subject to change without any notification.  
 
This report does not purport to be comprehensive or to contain all the information that a prospective investor may need in order to make an investment 
decision. The recipient of this report is making its own independent assessment and decisions regarding any securities or financial instruments referenced 
herein. Any investment discussed or recommended in this report may be unsuitable for an investor depending on the investor’s specific investment objectives 
and financial position. The material in this report is general information intended for recipients who understand the risks of investing in financial instruments. 
This report does not take into account whether an investment or course of action and any associated risks are suitable for the recipient. Any 
recommendations contained in this report must therefore not be relied upon as investment advice based on the recipient's personal circumstances. Investors 
should make their own independent evaluation of the information contained herein, consider their own investment objective, financial situation and particular 
needs and seek their own financial, business, legal, tax and other advice regarding the appropriateness of investing in any securities or the investment 
strategies discussed or recommended in this report. 
 
RHB (including its respective directors, associates, connected parties and/or employees) may own or have positions in securities or financial instruments of 
the company(ies) covered in this research report or any securities or financial instruments related thereto, and may from time to time add to, or dispose off, 
or may be materially interested in any such securities or financial instruments. Further, RHB does and seeks to do business with the company(ies) covered 
in this research report and may from time to time act as market maker or have assumed an underwriting commitment in securities or financial instruments 
of such company(ies), may sell them or buy them from customers on a principal basis and may also perform or seek to perform significant banking, advisory 
or underwriting services for or relating to such company(ies), as well as solicit such banking, advisory or other services from any entity mentioned in this 
research report. 
 
RHB (including its respective directors, associates, connected parties and/or employees)  do not accept any liability, be it directly, indirectly or consequential 
losses, loss of profits or damages that may arise from any reliance based on this report or further communication given in relation to this report, including 
where such losses, loss of profits or damages are alleged to have arisen due to the contents of such report or communication being perceived as defamatory 
in nature. 
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