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Equity — Global stock markets continued to gain in December

»  Global equities posted positive returns in December. US stimulus expectations, vaccine distribution in a few regions
and the approval of a free trade deal between the EU and the UK seemed to have further boosted investor
sentiment in December. For developed market, S&P500 and Nasdaq rose 3.71% and 5.65%, respectively. MSCI| EU
rose 2.29% as well. For the emerging market, MSCI EM was up 7.15%. China CSI300 gained 5.06% while ChiNext
Index was also up 4.36%. HSI and HSCEI were up 3.38% and 1.82%, respectively.

» In China, NBS manufacturing PMI Index dropped slightly by 0.2 to 51.9 in December. Among PMI sub-indices,
production and new order index edged down a bit. Industrial price continued to rise putting pressure on corporate
earnings. Purchasing Price Index jumped 68 in December, the highest level since September 2017. Looking
forward, the resurgence of COVID 19 in several provinces would exert marginal adverse impact on service sectors,
but robust exports still lend much support to growth.
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Source: Bloomberg Fig. 3 One year performance of Hang Seng Index
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Fixed Income — US Bond yields rose in December

» The US rates market was rather subdued in Net Change (bp)

Bonds High Low Settle

December. The first day of the month saw the MoM YTD
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meeting was the major event of the month in early
December. Yet the market was slightly disappointed
by the PEPP extension of EUR 500bn, and over the
remainder of the month Bund yields drifted back
higher. Eventually, Euro 10Y government bond
yields closed at -0.57% in December. In UK, the
rate markets were oscillated as investors digested
both the various twists of the Brexit deal and the
surge in COVID-19 cases following an identification
of a new COVID-19 variant. Eventually 10Y gilt
yields closed at 0.20%.
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Commodities — Oil price went up and Gold rebound

Net Change (+/-%) »  Gold bounced back in December due to weak

Commodities High Low Settle
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Source: Bloomberg clarity around vaccine distribution programs
emerged, Brent prices steadily increased.
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Fig. 6 One year performance of Oil and Gold Price
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transaction.
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FX — Dollar is weakening

» The USD weakened in December as the “risk-on” tone from the November continued, with hopes rising on the
vaccine rollout and prospects for additional economic stimulus. The FOMC meeting on mid-December changed
relatively little, with the Fed continuing its assets purchases at USD 120bn per month and keeping rates close to
zero. The announcement of a new COVID-19 variant spooked markets on late December, but fears waned over the
day as reports claimed that the current vaccines would still be efficacious against the new variant. Finally, DXY went
down 2.10% in December.

»  Although the completion of the Brexit trade deal and news of an investment deal with China gave a strong boost to
the EUR and reach two year high, the announcement of a new COVID-19 strain provided a hurdle for the EUR
which was not able to sustain this level. Eventually, the EUR went up 2.42% against the USD in December. In UK, it
was still plagued with virus concerns as it became increasingly clear that a new COVID-19 strain was spreading
within its border. However, as the UK and EU finalized a Brexit deal in late December and the current vaccines
would likely work against the new variant, it allowed GBP-USD to break past the two year high. Eventually GBP-
USD went up 2.60% in December.
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