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Asia Overview — EM Asian currencies were mixed versus the dollar on Wednesday. The 

SGD and JPY gained 0.2% and 0.3% respectively amid a 2bp drop in the 10Y UST yield. 

The CNY and CNH rallied 0.1% and 0.2% respectively. USD/CNH will likely trade between 

6.34 and 6.40 at the moment, with downside potential. China’s central bank changed the 

monthly release time of its loan prime rates (LPRs) to 9:15am local time from 9:30am on 

the 20th of each month, effective this month. The KRW declined 0.1%. However, USD/

KRW will likely head for the 1,180 level when approaching the month end and the Lunar 

New Year that falls on February 1. Finance minister Hong Nam-ki said on Wednesday that 

housing prices are expected to further stabilize due largely to the central bank's rate hikes 

and the Fed's push for faster monetary tightening. While the finance ministry is working 

on another round of an extra budget of some KRW 14tn to support small merchants, 

Second Vice Finance Minister Ahn Do-geol said that "the issuance of Treasury bonds will 

be distributed as evenly as possible in a bid to minimize the impact of debt sale on the 

government bond market." He also pledged that the ministry plans to take timely actions 

if volatility in the bond market increases. The TWD declined 0.1% amid equity outflows. 

USD/TWD will likely hover around the 27.6 level at present. 

The INR gained 0.2%. USD/INR will likely consolidate around the 74.5 level for now. India's 

crypto firms seek tax clarity from the 2022 Union Budget. The RBI has sought details of 

shadow banks’ "buy now, pay later" (BNPL) arrangements with e-commerce (e-com) 

players. The IDR weakened about 0.2%. USD/IDR is likely to trade between 14,200 and 

14,400 for now. Indonesia raises its allocation for economic recovery budget, known as 

PEN, to IDR 455.62tn this year from the previously planned IDR 414tn, according to 

Finance Minister Sri Mulyani Indrawati in a parliamentary hearing on Wednesday. 

The MYR dropped about 0.3%. However, USD/MYR is likely to slide again towards the 4.15 

level in the near term. The PHP edged down. USD/PHP is likely to fluctuate between 50.5 

and 51.5 at present, with ongoing upside risks. The BSP awarded all of PHP 510bn term 

deposits offered at its weekly auction on Wednesday. The THB advanced 0.3%. USD/THB 

is likely to head for 32.5 once firmly falling below the 33.0 level, remaining susceptible to 

the Covid-19 situation. 

Regional equity indices resided in the red on Wednesday. China’s SHCOMP index declined 

0.33% despite USD 461.7mn of equity inflows, while India’s NIFTY50 index slid 0.96%. 

South Korea’s KOSPI index dropped 0.77% in spite of USD 19.3mn of stock inflows. In the 

meantime, Taiwan’s TWSE index fell 0.82% as global funds reduced their holdings in local 

main board shares by USD 70.5mn on Wednesday. Malaysia’s KLCI index and Indonesia’s 

JCI index closed down 0.82% and 0.33% respectively. Thailand’s SET index ended 0.12% 

lower. 

Malaysia •  The BNM is expected to hold its overnight policy rate (OPR) steady at 1.75% on 

Thursday afternoon. Malaysia’s CPI inflation rose to 3.3% yoy in November from 2.9% the 

month before, and will likely stay around the 3.0% yoy level in December. The nation’s 

headline inflation is expected to ease markedly starting from April on the base effect in 

our view. 

We have seen signs of economic recovery on the back of the fiscal and monetary support. 

Malaysia’s industrial production increased 9.4% yoy in November after growing 5.5% yoy 

the previous month, beating market expectations for a 7.3% rise. Malaysia’s finance 

minister Zafrul Abdul Aziz said on Tuesday that positive indicators, including the declining 

jobless rate, have shown that national economic growth of 5.5-6.5% this year can be 

achieved. He added that this would be the year of economic recovery, driven by the MYR 

322.1bn (20.3% of GDP) allocation in Budget 2022, the biggest one in the country’s history, 

The MYR has been running a relatively tight correlation with the KLCI Index and the DXY 

Index. With the Fed exiting from its ultra-easy monetary policies, the global and local 

stock markets are expected to remain volatile in the months ahead, weighing on the MYR 

from time to time. 

In the meantime, the MYR seems a bit undervalued considering Malaysia’s robust current 

account balance and bouncing oil prices. The Brent April-July 2022 spread’s 

BNM to Maintain Overnight Policy Rate at 1.75% 
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Malaysia CPI Inflation 
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backwardation will continue and deepen in the first quarter, indicating further upside 

room for oil prices towards $90-$100 per barrel down the road particularly if taking 

into account strong demand and low stockpiles. 

Going forward, the MYR will remain susceptible to a broad market tone in general. 

The MYR has been consolidating between 4.15 and 4.25 amid swinging equity and 

bond  portfolio flows. In the near term, USD/MYR is likely to resume its downward 

momentum towards the 4.15 level amid booming oil prices and a dollar 

retracement. 

USD/MYR Spot vs. Foreign Holdings in MGS 

Source: Bloomberg & Scotiabank FICC Strategy 

USD/MYR Spot vs. KLCI Index (Inverted) 
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USD/MYR Spot vs. Malaysia Foreign Portfolio 

Investment Net MTD Value 
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Implied BNM OPR Rate Hiked (bp) 
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USD/MYR vs. Brent Oil Prices (Inverted) 
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Brent April-July 2022 Spread 

The backwardation suggests higher oil prices 

Source: Bloomberg & Scotiabank FICC Strategy 

USD/MYR Spot vs. DXY Index 
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USD/MYR Spot vs. Malaysia Current Account 

Balance (% of GDP, Inverted) 
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