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Global Markets Research

Daily Market Highlights
Key Takeaways

usS >
» US equities continued to be battered overnight on mounting concern over Eurozone v
slower global economic growth, with the Dow and S&P 500 suffered enormous Japan N
losses to erase their 2018 gains while the NASDAQ entered into the correction New Zealand N
territory. The CBOE VIX Index, Wall Street’s volatility gauge rose more than
20%, reflecting poor market sentiments. Chipmaker Texas Instrument's
warning over slowing global semiconductor demand dragged down the tech f .
sector. Crude oil pared daily gains following EIA’s report on large build-up in crude What's Comlng Up Next
inventories. Volatility in equity again stocked haven demand leading the bond Maior Dat
market to rally - yield on 10Y treasuries fell 6bps to 3.10%. Earlier, the Bank of ajor Data
Canada raised its overnight rate target to 1.75% and signalled more hikes »  US Wholesale Inventories, Retail Inventories, Durable
ahead. The ECB Governing Council meets today and focus will be on Goods Orders, Initial Jobless Claims, Pending Home
President Draghi’s post-meeting press conference for cues on ending QE Sales, Kansas City Fed Manufacturing Activity
programme. > Hong Kong Exports
» Inthe US, the Fed released its seventh Beige Book of the year with widespread Major Events

concerns over trade tariffs observed as nearly all districts made reference to
tariffs in their individual reports. The US flash Markit manufacturing PMI rose to
55.9in October while the services PMl also inched up to 54.7. September new
home sales fell 5.5% MOM, but August FHFA House Price Index rose 0.3% MOM,
and mortgage applications rebounded to increase 4.9% last week. Elsewhere, the
flash Markit Eurozone manufacturing PMI slipped to a 26-month low of 52.1

» ECB Main Refinancing Rate

Daily Supports — Resistances (spot prices)*

while the flash Nikkei Manufacturing PMI for Japan rose to 53.1 in October. New S2 S1 Indicative R1 R2 Outlook
Zealand surprised with a higher deficit of NZD1.56b in September. EURUSD 1.1367 1.1397 1.1406 1.1433 1.1455 2
. . ) . USDJPY 1.2850 1.2862 1.2889 1.2897 1.2909 N

» USD advanced against 8 G10s while DXY rallied through European session to
close 0.49% higher at 96.43, supported by extended risk-off in the markets and GBPUSD  111.45 111.83 111.92 112.00 112.08 3
renewed risk aversion in European markets amid continued Italian woes. We stay AUDUSD 0.7044  0.7054 0.7070 0.7097  0.7108 N
bearish on DXY in anticipation of a technical pullback after overnight rally, and EURGBP 0.8820 0.8840 0.8848 0.8857 0.8860 2
room for further losses if European majors rally on a potentially hawkish sounding
ECB press conference. DXY’s rally remains fragile as we note the emergence of

. . L . A USDMYR  4.1660 4.1670 4.1685 4.1690 4.1700 >
price-momentum divergence, which is a bearish set up. Even as DXY remains
elevated, we caution on rising risk of rejection approaching 96.53 — 96.66. EURMYR  4.7482  4.7543 4.7551 4.7592  4.7646 N
JPYMYR 3.7172 3.7211 3.7239 3.7257 3.7283 ?
. o . I .

> MYR sllp.ped .0.0GA) to. 4'.1665 against USD as buying interest remains capped GBPMYR  5.3659 53702 53754 53821 5.3886 N
by retreating risk appetite in the markets. MYR managed to beat 8 G10s. Expect
aneutral MYR against USD, with scope for mild losses as risk appetite continues SGDMYR  3.0168 3.0180 3.0192 3.0215  3.0247 >
to retreat amid extended sell-off in the markets. USDMYR remains tilted to the AUDMYR 29458  2.9475 2.9483 29502 2.9520 3
upside and is now eyeing a move towards 4.1710 — 4.1720. Shedding 4.1575 will NZDMYR  2.7144 2.7172 2.7191 27212  2.7227 3
allay the bulls, a move that looks highly unlikely at this juncture.

» SGD weakened 0.17% to 1.3813 against USD amid pressure from risk-off USDSGD  1.3785 1.3794 1.3808 1.3820 1.3827 3
sentiment in the markets but managed to climb against 8 G10s. Stay slightly EURSGD 1.5710 1.5725 1.5752 1.5768 1.5791 h ]
bullish on SGD in line with our view of a softer USD. Technical outlook has GBPSGD 1.7750 1.7781 1.7802 17821 1.7857 N
deteriorated and USDSGD remains tilted towards the downside and on a path AUDSGD  0.9750 0.9762 0.9765 09770  0.9791 N

towards 1.3750 — 1.3760.

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

Last Price Last Price DoD %

KLCI 1,690.04 CRB Index 194.47

Dow Jones Ind. 24,583.42 WTI oil ($/bbl) 66.82 0.59 10.51
S&P 500 2,656.10 Brent oil ($/bbl) 76.17 -0.35 13.91
FTSE 100 6,962.98 Gold (S/oz) 1,233.79 0.28 810
Shanghai 2,603.30 CPO (RM/tonne) 2,080.50 -0.05 -12.95
Hang Seng 25,249.78 Copper ($/tonne) 6,179.00 -0.27 -14.74
STI 3,032.08 Rubber (sen/kg) 401.50 -0.25 -13.19

Source: Bloomberg
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» Macroeconomics

US Fed Beige Book showed widespread concerns over trade tariffs; flash
Markit PMIs signalled solid manufacturing and services sector: The Fed
released its seventh (or penultimate) Beige Book of the year, key highlights
include that majority of the Fed Districts reported “modest to moderate” growth
in overall economic activity, employment expanded “modest and moderately”,
wage growth accelerated somewhat but remained moderate while prices
continued to rise as manufacturers said prices of finished goods were raised
“out of necessity” as tariffs had led to rising raw material costs. Concerns over
trade were widespread with nearly all districts made reference to tariffs in their
individual reports. On a separate note, the flash Markit manufacturing PMI rose
to 55.9 in October (Sep: 55.6) while the services PMI also inched up to 54.7
(Sep: 53.5), signalling a still-solid manufacturing and services sectors in the
us.

US new home sales dipped highlighting underlying weakness in housing
market: New home sales which makes up about 10% of the US housing
market fell at a steeper rate of 5.5% MOM in September (Aug: -3.0% revised),
adding to the list of already weak housing data (falling housing starts, building
permits, existing home sales) and reaffirming views that the US housing market
is set for a softer quarter ahead. Rising house prices and interest rates are the
main culprits while persistent lack of supply dampened demand. A separate
release overnight shows that the FHFA House Price Index rose 0.3% MOM in
August (Jul: +0.4% revised). Mortgage applications rebounded to increase
4.9% for the week ended 19 October (previous: -7.1%) after two weeks of
consecutive decline driven by a recovery in the refinancing segment. The
average rate for a 30-year fixed rate mortgage loan climbed further to 5.11%
(previous: 5.10%), the highest since Feb-11, compared to 4.18% a year ago.

Eurozone manufacturing and services sector growth slowed, optimism
weakened: The flash Markit Eurozone manufacturing PMI slipped to a 26-
month low of 52.1 in October (Sep: 53.2) due to a fall in new orders and new
exports orders. The services PMI fell to a 24-month low of 53.3 (Sep: 54.7)
driven by slower new orders growth. Employment continued to increase but the
rate of jobs growth was the second-lowest for just over a year, price pressure
stayed closed to a seven-year high and business confidence weakened for
both sectors.

Japan manufacturers observed strongest business conditions
improvement in 6 months: The flash Nikkei Manufacturing PMI for Japan
rose to 53.1 in October (Sep: 52.5) driven by faster increase in output, new
orders, employment, both input and output prices as well as stocks of
purchases. Export sales rose for the first time since May. Firms’ future
expectations remained positive but became weaker in the latest survey. A
separate release meanwhile shows that Japan’s coincident index rose to 116.7
in August (Jul: 116.1) while leading index also inched up to 104.5 (Jul: 103.9)
suggesting a rebound Japan’s monthly growth.

New Zealand trade deficit widened: New Zealand recorded a higher trade
deficit of NZD1.56b in September (Aug: -NZD1.47b revised) with both imports
and exports recording impressive annual gains. Imports rose 18.8% YQOY (Aug:
+11.9%) to NZD5.89b (Aug: 5.44b revised) while exports edged up by 14.1%
YOY (Aug: +7.7%) to NZD4.33b (Aug: 3.97b revised).
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Economic Calendar

Date Country
26/10 Malaysia
25/10 us
26/10
25/10 Eurozone
25/10 Hong Kong
26/10 Singapore
25-31/10 Vietnam

Source: Bloomberg
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»Forex

MYR

e MYR slipped 0.06% to 4.1665 against USD as buying interest remains capped by
retreating risk appetite in the markets. MYR managed to beat 8 G10s.

e Expect a neutral MYR against USD, with scope for mild losses as risk appetite
continues to retreat amid extended sell-off in the markets. USDMYR remains tilted to
the upside and is now eyeing a move towards 4.1710 — 4.1720. Shedding 4.1575 will
allay the bulls, a move that looks highly unlikely at this juncture.

usD

e USD advanced against 8 G10s while DXY rallied through European session to close
0.49% higher at 96.43, supported by extended risk-off in the markets and renewed
risk aversion in European markets amid continued Italian woes.

e We stay bearish on DXY in anticipation of a technical pullback after overnight rally,
and room for further losses if European majors rally on a potentially hawkish sounding
ECB press conference. DXY’s rally remains fragile as we note the emergence of
price-momentum divergence, which is a bearish set up. Even as DXY remains
elevated, we caution on rising risk of rejection approaching 96.53 — 96.66.

EUR

EUR tumbled 0.69% to 1.1392 against a strong USD and fell against 5 G10s on

continued jitters in Italy as its government remains insistent on a wider budget deficit

despite recent rejection by the EU.

e EUR remains slightly bullish against USD as we expect a technical rebound after
recent slump. Expect more room for gains if ECB turns hawkish in its tone. We note
that EURUSD is trending through a bullish chart pattern but may take some time to
complete. Until then, EURUSD is likely to hold below 1.1471 in the coming days, but
does not rule out room for further rebound.

GBP

e GBP slumped 0.79% to 1.2881 against USD and weakened against 8 G10s on
persisting concerns over a challenge to UK PM May’s leadership amid on-going Brexit
talks.

e Continue to expect a slightly bearish GBP against USD, weighed down by
persisting Brexit uncertainties. GBPUSD remains caught in a bearish trend and is
exposed to a drop to 1.2863 next, followed by 1.2827 if bears gather strength.

JPY

e JPY strengthened 0.16% to 112.26 against USD and advanced against 8 G10s,
supported by refuge demand amid continued declines in equities.

e JPY remains bullish against USD in anticipation of extended sell-off in the markets
that supports refuge demand. USDJPY losing 112.00 signals likelihood of extended
losses going forward. We set sights on a drop to 111.45 next.

AUD

e AUD fell 0.37% to 0.7060 against USD amid extended downside pressure from
continued decline in market sentiment, but managed to beat 5 G10s.

e AUD remains slightly bearish in our view, weighed down by risk aversion in the
markets, but could register mild gains if greenback weakness emerges. Bearish trend
still prevails in AUDUSD and we eye a return to 0.7044 — 0.7056, or at least staying
subdued below 0.7086 in the next couple of days. Interestingly, AUDUSD is also
forming a bullish chart set up (like in EURUSD), which cautions on a potential rebound
going forward.

SGD

e SGD weakened 0.17% to 1.3813 against USD amid pressure from risk-off sentiment
in the markets but managed to climb against 8 G10s.

e Stay slightly bullish on SGD in line with our view of a softer USD. Technical
outlook has deteriorated and USDSGD remains tilted towards the downside and on a
path towards 1.3750 — 1.3760.
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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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