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Daily Market Highlights
Key Takeaways
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» US stocks slipped further overnight as weak industrial companies’
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earnings (Sealed Air, Textron) raised concerns over the impact of trade tariffs )
Australia >

on rising cost which could hurt businesses’ profits. Worries over rising

interest rates also remained following the release of what many perceived to

be a hawkish Fed’s meeting minutes. Nine major S&P sectors recorded fall

with the consumer discretionary, tech and communication services and y .

industrial sectors taking the lead. The Dow, S&P 500 and NASDAQ fell What S Comlng Up NeXt
1.27% (-327.2pts), 1.44% (-40.4pts) and 2.06% (-157.6pts) respectively.
Meanwhile, ECB President Mario Draghi’s criticism about certain (Eurozone)
members countries increasing borrowing limits led to a sell-off in Italian and
Spanish bonds and a flee to safe havens i.e. the German bund and US
treasuries. Yield on 10Y US treasuries fell 3 bps to 3.18%. Crude oil prices
extended further declines — WTI fell 1.58% to $68.65/barrel while Brent lost
0.95% to 79.29/barrel. Major Events

> Nil

Major Data

» US Existing Home Sales MOM,

» Hong Kong Unemployment Rate

» China GDP YOY, Retail Sales YOY, Industrial Production YOY, Fixed
Assets Ex Rural YTD YOY

> At home, in the midterm review of the 11th Malaysia Plan, the new
Pakatan government cut its 2018-2020 growth projection for the
Malaysian economy from the previous target of 5.0%- 6.0% to 4.5%-
5.5%. Growth is expected to be driven by private expenditure though at a

pace that is softer than initially expected, while rationalization of government Daily Supports — Resistances (spot prices)*

spending will see initial target for public expenditure fall from 3.3% to 0.7%.

S2 S1 Indicative R1 R2 Outlook
The fiscal deficit target for 2020 was raised to 3.0% of GDP from 0.6%.
EURUSD 1.1420 1.1432 1.1457 1.1477 1.1505 A
» USD extended its rebound to beat 9 G10s, supported by hawkish FOMC GBPUSD 1.3000 1.3012 1.3021 1.3034  1.3053 3
minutes and continued climb in Treasury yields. DXY reversed the early slide USDJPY 112.00 112.12 112.24 11234 11251 N
in European morning and ended 0.34% higher after climbing through US AUDUSD 0.7066 0.7077 0.7092 0.7098  0.7106 3
session. We turn bullish on USD, supported by buying interest from EURGBP 0.8779 0.8788 0.8799 0.8806 0.8812 2

hawkish FOMC minutes and potentially continued demand for refuge from
extended losses in equities. DXY remains bullish and will head for another

. . T . . USDMYR 4.1 4.1 4.161 4.164 4.1 2
test at 96.12. Caution that risk of rejection increases approaching this level. 585 600 615 640 655
EURMYR 4.7592 4.7641 4.7684 47744 4.7780 A
» MYR weakened 0.14% to 4.1570 against a firm USD and was weighed JPYMYR 3.7020 3.7050 3.7079 3.7133  3.7166 2
down by risk-off sentiment in Asian session. However, MYR managed to beat GBPMYR  5.4055 5.4143 5.4180 54209 5.4264 .
9 G10s. Stay slightly bearish on MYR against USD on the back of SGDMYR 3.0085 3.0100 3.0122 3.0130 3.0154 N
extended risk-off in the markets. Upside bias in USDMYR has strengthened
; ) P ) ) 9 ) AUDMYR  2.9485 2.9502 2.9516 2.9525  2.9544 ]
after breaking 4.1600 in early trade. Expect further gains going forward, with
scope to test 4.1655 — 4.1660. NZDMYR 2.7161 2.7185 2.7203 2.7238 2.7266 A
> SGD weakened 0.27% to 1.3819 against a strong USD but managed to USDSGD 1.3800 1.3808 1.3816 1.3823  1.3829 2
beat 6 G10s that were on the retreat amid risk-off sentiment. We turn EURSGD 1.5811 1.5822 1.5828 15835 1.5848 N
bea.msh on $§D against a firm USD, further pressurgd by extended r|§k— GBPSGD 17950 17975 17987 18023 18045 3
off in US equities. Extended rebound by USDSGD has tilted it upwards, with
AUDSGD 0.9760 0.9779 0.9798 0.9805 0.9829 ?

scope to test 1.3829 next. Above this, USDSGD is likely headed towards

1.3840 — 1.3850. *at time of writing
2 = above 0.1% gain; N = above 0.1% loss; =» = less than 0.1% gain / loss

Last Price DoD % YTD % Name Last Price DoD % YTD %

KLCI 1,738.01 -0.14 -337 CRB Index 196.63 -1.14 i 143
Dow Jones Ind. 25,379.45 WTI oil ($/bbl) 68.65 -1.58 11362
S&P 500 2,768.78 Brent oil ($/bbl) 79.29 -0.95 118.57
FTSE 100 7,026.99 -0.39 Gold (S/oz) 1,225.81 § 0.29 810
Shanghai 248642 [ oA CPO (RM/tonne) 2,095.50 i-0.10 [E-12.32
Hang Seng 25,454 55 -0.03| Copper ($/tonne) 6,157.00 §-1.00 [ -15.04
STI 3,069.67 -0.05| Rubber (sen/kg) 407.00 i 0.49 [E-12.00

Source: Bloomberg
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Economic Data

US Philadelphia Fed Business
Outlook

US Initial Jobless Claims

US Leading Index

UK Retail Sales Inc Auto Fuel
MOM

JP Natl CPI YOY
JP Natl CPI Ex Fresh Food YOY

AU Employment Change

AU Unemployment Rate
AU Participation Rate

For

Oct

Oct-13
Sep
Sep

Sep
Sep

Sep

Sep
Sep

Actual

22.2

210k
0.5%
-0.8%
1.2%
1.0%
5.6k

5.0%
65.4%

Last

229
215k
(revised)
0.4%

0.4%
(revised)

1.3%

0.9%

44 6k
(revised)

5.3%
65.7%

Survey

200

212k
0.5%
-0.4%
1.3%
1.0%
15.0k

5.3%
65.7%

Source: Bloomberg

» Macroeconomics

Malaysia government trimmed 2018-2020 growth target in 11MP
midterm review: In the midterm review of the 11" Malaysia Plan, the
new Pakatan government cut its 2018-2020 growth projection for the
Malaysian economy from the previous target of 5.0%- 6.0% to 4.5%-
5.5%. GNI per capita projection was also revised downwards to RM
47,720 (US$ 11,700) in 2020, from the initial projection of RM 54,100
(US$ 15,690) and Malaysia is expected to only breach the minimum
income threshold of a high-income nation of US$ 15,000 by 2024.
Growth is expected to be continuously driven by private expenditure
(revised from 7.2% to 6.6% p.a.) as public expenditure is set to soften
(target revised from 3.3% to 0.7%). Exports growth at 3.4% while imports
to grow 3.7% with trade surplus target of RM118.3b in 2020. Services
sector will continue to power growth and is projected to grow 6.2% p.a.
while manufacturing sector growth at an average of 4.8% p.a.
Construction sector growth to moderate to 5.4% p.a. amidst softer
residential and non-residential subsectors, agriculture sector to expand
by 1.5% while the mining sector to grow 0.7%. The government also
raised fiscal deficit for 2020 from an initial target of 0.6% to 3.0% of GDP.
Development expenditure to be rationalized from RM260b to RM220b.
Total development expenditure has amounted to RM86.9b (RM42.0b in
2016 & RM44.9b in 2017) in the first two years of the plan, which means
that the remaining allocation stood at RM133.1b for 2018-2020. Inflation
is expected to average between 2%-3% p.a. despite moderate rise in
global oil and commodity prices.

US Philly Fed Manufacturing Index recorded small slide; initial
jobless claims fell further: The October Philadelphia Fed
Manufacturing Survey reported that the headline General Business
Activity Index fell slightly to 22.2 in October (Sep: 22.9) indicating a
continuously solid growth in the region’s manufacturing sector.
Shipments jumped (24.5 vs 19.6) while new orders saw some tapering
(19.3 vs 21.4) suggesting a softening in demand. Rising cost pressure
lost momentum as the prices paid index eased further (38.2 vs 39.6)
from this year's peak in July (62.9). Meanwhile US labour market
continued to strengthen as initial jobless claims dropped to 210k for the
week ended 13 October (previous: 215k revised) bringing the four-week
moving average to 211.8k (previous: 209.8k). Other release overnight
was the Conference Board Leading Index which rose 0.5% MOM to
111.8 (Aug: 111.2) suggesting a solid third quarter growth.

UK retail sales plunged more than expected following a strong
summer: Retail sales fell 0.8% MOM in September (Aug: +0.4%
revised), higher than consensus estimate of -0.4% MOM driven in
particular by the 1.5% MOM (Aug: -0.7%) drop in sales at food stores,
the largest since October 2015. Sales of textile, clothing & footwear
increased 1.2% MOM (Aug: -1.7%) while that of household goods stores
slowed to 2.2% MOM (Aug: +4.7%). Online sales fell 1.3% MOM (Aug:
+0.3%) after recording two consecutive months of gains. On a yearly
basis, retail sales grew 3.0% YOY (Aug: +3.4%). Despite weaker growth
in September, the retail sector has experienced a strong summer quarter
and we expect retail sales to hold up in the near term as the rise in wage
growth could spur further consumer spending.
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Japan September inflation remained subdued: Data released this
morning show that Japan consumer price index for all items ticked lower
to 1.2% YOY in September (Aug: +1.3%) as the faster gains in prices of
utilities (+3.7% vs +3.4%), transportation/communication (+2.1% vs
+2.0%) as well as the rebound in clothing/footwear (+0.1% vs -0.1%) were
offset by a softer gain in food prices (+1.8% vs +2.1%). Within the food
category, prices of fresh food eased from last month’s elevated level to
5.6% YOY (Aug: +8.7%). Excluding fresh food, the closely watched core
inflation climbed for the second month to 1.0% YOY (Aug: +0.9%).
Excluding fresh food and energy, CPI growth was held steady at 0.4%
YOY (Aug: +0.4%). September print reaffirmed view that inflation
remained subdued in Japan as the rise in headline CPI above 1.0% for the
past two months was mainly supported by higher energy prices and we
reckon that the BOJ still has a long way to go before achieving its inflation
target of 2.0%.

Australiaunemployment rate fell to 6-year low: Unemployment rate fell
to 5.0% in September (Aug: 5.3%), the level last seen in April 2012. The
fall in unemployment rate could be attributed to the shrinking of total active
labour force (13.30 mil vs 13.33 mil) accompanied by a simultaneous albeit
smaller increase in total civilians which led to a drop of participation rate
to 65.4% (Aug: 65.7%). There are 20.3k (Aug: +35.2k) new full time jobs
being created whereas part time jobs fell by 14.7 (Aug: +9.5k) thus
bringing the net job gain to a modest 5.6k (Aug: 44.6k revised). The ABS
job report shows that the labour market continued to strengthen as the
economy has been adding more full-time jobs for the past 12 months but
that has thus far failed to push up wage growth to a favourable level which
could spur higher inflation, effectively holding the RBA back from hiking
the cash rate.

Economic Calendar

Date

19/10
22/10
22/10

22-24/10

19/10
19/10

Source: Bloomberg

Country

us

Japan

Hong Kong
China

Events

Existing Home Sales MOM
Chicago Fed Nat Activity Index
All Industry Activity Index MOM
Convenience Store Sales YOY
Unemployment Rate SA

GDP YOY

Retail Sales YOY

Industrial Production YOY
Fixed Assets Ex Rural YTD YOY

Rle;,pe?:;:g Survey Prior Revised
Sep -0.9% 0.0% -
Sep 0.25 0.18 -
Aug 0.4% 0.0% -
Sep - 1.0% -
Sep 2.8% 2.8% -
30 6.6% 6.7% -
Sep 9.0% 9.0% -
Sep 6.0% 6.1% -
Sep 5.3% 5.3% -
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Name
EURUSD
GBPUSD
USDJPY
AUDUSD
EURGBP

USDMYR
EURMYR

JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR

CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD
Source: Bloomberg

Last Price

1.1453
1.3018
112.21
0.7099
0.8798

4.1570
4.7916
3.6934
5.4502
3.0175
2.9686
2.7309
4.1841
0.5993
0.5303

1.3819
1.5825
1.7986
0.9810

DoD %

42
74

012

High Low YTD %

1.1527
1.3131
112.73
0.7151
0.8806

4.1585
4.7917
3.6971
5.4537
3.0182
2.9688
27311
4.1882
0.5995
0.5304

1.3821
1.5878
1.8087
0.9850

11449 [ 7

1.3016 El64
111.95 -0I43

0.7097 E.lo

0.8770 -d]93

41540 2i73

4.7730 -{Il7
3.6867 2j73
5.4353 -0|25
3.0119 -0I38

20511 Bt

2.7156 E‘17
41725 0j84
0.5986 E‘ez
05295 2139

1.3773 3541
15819 -ﬂ40
1.7981 —0I46
0.9791 [Ios

»Forex

MYR

e MYR weakened 0.14% to 4.1570 against a firm USD and was weighed down by
risk-off sentiment in Asian session. However, MYR managed to beat 9 G10s.

e Stay slightly bearish on MYR against USD on the back of extended risk-off in the
markets. Upside bias in USDMYR has strengthened after breaking 4.1600 in early
trade. Expect further gains going forward, with scope to test 4.1655 — 4.1660.

usD

USD extended its rebound to beat 9 G10s, supported by hawkish FOMC minutes

and continued climb in Treasury yields. DXY reversed the early slide in European

morning and ended 0.34% higher after climbing through US session.

e We turn bullish on USD, supported by improved buying interest from hawkish FOMC
minutes and potentially continued demand for refuge from extended losses in
equities. DXY remains bullish and will head for another test at 96.12. Caution that risk
of rejection increases approaching this level.

EUR

e EUR weakened 0.42% to 1.1453 against a firm USD and fell against 5 G10s as
concerns over ltalian fiscal position re-emerged.

e Stay bearish on EUR against a firm USD, further pressured by renewed market
weakness emanating from concerns over Italian fiscal health. Bearish trend continues
to prevail in EURUSD. Expect further declines that could test 1.1420 next, below
which 1.1367 — 1.1386 could be challenged.

GBP

e GBP tumbled 0.74% to 1.3018 against USD and weakened against 7 G10s,
pressured by another day of underperforming UK data, on top of Brexit uncertainties.

e Expect a bearish GBP against a firm USD, on top of continued jitters from Brexit
uncertainties. GBPUSD remains on track to test 1.3012, below which drops to 1.2944
—1.2980 will prevail. Rebounds are likely capped by 1.3129 — 1.3143.

JPY

e JPY rallied to beat all G10s and strengthened 0.39% to 112.21 against USD,
supported by increased refuge demand amid extended declines in global equities.

e We turn bullish on JPY against USD, supported by increased refuge demand amid
likelihood of extended sell-off in equities. USDJPY was strongly rejected at 112.74
and downside bias now prevails. Expect a test at 112.00, below which 111.80 —
111.89 will be challenged.

AUD

e AUD slipped 0.14% to 0.7099 against USD, reversing early gains from positive
reaction to Australia labour market data. AUD ended higher against 6 G10s.

e AUD remains slightly bearish against USD in our view, weighed down by risk
aversion in the markets. AUDUSD remains technically bearish and is likely to take
aim at 0.7082 next, below which a return to 0.7044 is likely. Rebounds must now beat
0.7120 to invigorate the bulls.

SGD

e SGD weakened 0.27% to 1.3819 against a strong USD but managed to beat 6
G10s that were on the retreat amid risk-off sentiment.

e We turn bearish on SGD against a firm USD, further pressured by extended risk-
off in US equities. Extended rebound by USDSGD has tilted it upwards, with scope
to test 1.3829 next. Above this, USDSGD is likely headed towards 1.3840 — 1.3850.
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DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of
any particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer
or solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a
part of any contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be
reliable and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or
suitability of the data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the
opinion of HLBB or any of the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without
notice and the opinions do not necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update
this report or to otherwise notify a reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or
estimate set forth herein, changes or subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by
reason of negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out
of, contained in or derived from or omission from the reports or matter. HLBB may, to the extent permitted by law, buy, sell or hold significantly
long or short positions; act as investment and/or commercial bankers; be represented on the board of the issuers; and/or engage in ‘market
making’ of securities mentioned herein. The past performance of financial instruments is not indicative of future results. Whilst every effort is
made to ensure that statements of facts made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other
subjective judgments contained in this report are based on assumptions considered to be reasonable as of the date of the document in which
they are contained and must not be construed as a representation that the matters referred to therein will occur. Any projections or forecasts
mentioned in this report may not be achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate
actions, the unavailability of complete and accurate information. No assurance can be given that any opinion described herein would yield
favorable investment results. Recipients who are not market professional or institutional investor customer of HLBB should seek the advice of
their independent financial advisor prior to taking any investment decision based on the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk.
HLBB does not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the
use of the addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any
purpose, without the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain
countries. Persons into whose possession this report may come are required to inform themselves about and to observe such restrictions. By
accepting this report, a recipient hereof agrees to be bound by the foregoing limitations.
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