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US FED: Despite Dovish Statements-We Remain USD Positive

¢

The overall tone of the March 18 Federal Open Market
Committee (FOMC) meeting of the US Federal Reserve (US
FED) remained dovish.

The balance of risks is tilted towards some form of yield
control measures being announced by the summer of 2021
on back of UST10YR yields tracking higher to trade at 1.7-
1.9% on a sustained basis and real UST10YR yields
potentially turning positive by then. We maintain our
average 2Q21 and 2H21 UST10YR bond yield forecasts of
1.70-1.75% and 1.38-1.42%, respectively.

We remain positive on the USD in 1H21. The balance of
risks to our end-2Q21 USDMYR, USDSGD, USDTHB, &
USDIDR forecast of 4.105, 1.35, 30.50, & 14,200,
respectively, is tilted to the upside. We maintain our end-
20Q21 USDCNH forecast of 6.61.

There were no major changes in the March 18 FOMC
statement compared to the January 27 statement, except
that the outlook for growth and inflation were more
positive. Although 4 of the 18 FOMC members compared
to 1in the last meeting are forecasting a rate hike in 2022
and 7 are forecasting hikes versus 5 in 2023 in the last
meeting, Chairman Powell continued to down play any lift
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off in policy rates or reduction of
accommodation as imminent.

Figure 1. Flight to safety as UST10YR yields rise...
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Figure 2: ...will push USD Index & USDMYR higher
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Figure 3: US Federal Reserve Board Members revised up their forecasts for GDP growth and core PCE inflation

on a Q4/Q4 basis most prominently for 2021

Parcent
Median® Central Tendency? Range®
Variable 2021 |2022 | 2023 | Longer 2021 2022 023 Longer 2021 022 2023 Longer
mn rn rn
Change in real CDP 65 33 22 | 18 5866 4038 2025 | 1820 | 5073 2544 1726 | 1622
December projection | 42 32 24 | 18 3750 3035 2227 | 1720 | 0555 2540 2035 | 1622
Unemployment rate 45 39 35, 40 4247 4640 3238 | 3843 | 4055 3242 3040 | 3545
December projection | 50 42 37 | 41 4754 3846 3543 | 3943 | 4068 35568 3350 | 3545
| | |
PCE inflation 24 20 21 1 20 2224 1821 2022 1 20 2126 1823 1923 1 20
December projection 18 19 20 | 20 1719 1820 1921 | 20 1223 1522 1722 | 20
| | |
Core PCE inflation® 22 20 21 ! 2023 1821 2022 1925 1823 1823 !
December projection 18 19 20 L7-18 1820 1821 1523 1622 1722
| | |
Memo: Projected ! : :
appropriate policy path I I I
| | |
Federal funds rate 01 01 01 | 25 0.1 0104 01089 | 2325 0l 0106 01-11 ] 2030
December projection | 01 0.1 01 ! 23 0.1 0.1 0104 | 2325 0.1 0104 0111 ! 2030

Nore: Projections of change in real gross domestic product (GDP) and projections for both measures of inflation are percent changes from the fourth

quarter of the previous year to the fourth quarter of the year indicated. PCE inflation and core PCE inflation are the percentage rates of change in,
respectively, the price index for personal consumption expenditures (PCE) and the price index for PCE excluding food and energy. Projections for the
unemployment rate are for the average eivilian unemployment rate in the fourth quarter of the year indicated. Each participant’s projections are based on
his or her assessment of appropriate monetary policy. Longer-run projections represent each participant's assessment of the rate to which each variable
would be expected to converge under appropriate monetary policy and in the absence of further shocks to the economy. The projections for the federal
funds rate are the value of the midpoint of the projected appropriate target range for the federal funds rate or the projected appropriate target level for the
federal funds rate at the end of the specified calendar year or over the longer run. The December projections were made in conjunction with the meeting of
the Federal Open Market Committee on December 15-16, 2020, One participant did not submit longer-run projections for the change in real GDP, the
unemployment rate, or the federal funds rate in conjunction with the December 15-16, 2020, meeting, and one participant did not submit such projections in
conjunction with the March 16-17, 2021, meeting.

1. For earh period, the median is the middle projection when the projections are arranged from lowest to highest. When the number of projections is
even, the median is the average of the two middle projections.

2. The central tendency excludes the three highest and three lowest projections for each variable in each year.

3. The range for a variable in a given year includes all participants” projections, from lowest to highest, for that variable in that year,

4. Longer-run projections for core PCE inflation are not collected.

Source: US Federal Reserve Board, Summary of Economic Projections, March 18, 2021
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Figure 4: The dot plots indicate that more FOMC members expect the policy rate to be higher in 2023 compared
to the last meeting on January 27, 2021
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MNoTe: Each shaded circle indicates the value (rounded to the nearest /= percentage point) of an individual
participant’s judgment of the midpoint of the appropriate target range for the federal funds rate or the appropriate
target level for the federal funds rate at the end of the specified calendar year or over the longer run. One participant
did not submit longer-run projections for the federal funds rate.

Source: US Federal Reserve Board, Summary of Economic Projections, March 18, 2021
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Figure 5: UST10YR yields already looking past today’s FOMC meeting statements & tracking higher
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Source: Bloomberg. Above is an intra-day chart of UST10YR yields.
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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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