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Global Markets Research

Daily Market Highlights

Key Takeaways

Overnight Economic Data

us >
» US stocks staged arebound overnight as upbeat third quarter earnings Hong Kong v
temporarily alleviated ongoing concerns over slower global economic
growth. Microsoft’'s strong earnings lifted the tech sector, and alongside
positive results from Tesla, American Airline and Twitter helped improve y .
overall risk sentiments. Earlier, European equities managed to recover What's Commg Up Next
as well while Asian equities were rather mixed. Bond slipped, yield on Major Data
10Y treasuries rose 1lbp to 3.12%. Crude oil prices stabilized — WTI rose
0.76% to $67.33/barrel while Brent went up by 0.95% to $76.89/barrel. The > Malaysia CPI
ECB has left key rates unchanged last night and reiterated its intention » US 3Q GDP, U. of Mich. Consumer Sentiment
to end its asset purchase program in December. »  China Industrial Profits
»  Singapore Industrial Production
» US data were mixed — Advance goods trade deficit widened further by 0.8% Major Events
MOM to $76b in September. Firms' inventories investment growth was rather
lacklustre in September - the advance wholesale inventories rose a mere > Nil
0.3% MOM while retail inventories went up by 0.1% MOM. The preliminary
durable goods orders came in softer at 0.8% MOM, core capital orders
fell 0.1% MOM. Initial jobless rose 5k to 215k last week, Kansas City Fed
Manufacturing Index fell to 8.0 in October while September pending home Daily Supports — Resistances (spot prices)*
sales rebounded to gain 0.5% MOM. Elsewhere, Hong Kong exports s2 s1 Indicative R1 R2 Outlook
growth came in at a much slower 4.5% YOY in September while imports EURUSD  1.1356 1.1367 11372 11380 11392 »
also rose a mere 4.8% YOY leading the trade deficit to narrow to HK$47.7b.
USDJPY 1.2798 1.2810 1.2820 1.2830 1.2850 N
» USD strengthened against 7 G10s while DXY overturned early losses with GBPUSD  112.07 112.17 112.32 11250 11274 3
a jump in US morning post-ECB press conference to close 0.25% higher at AUDUSD  0.7056  0.7063 0.7075 0.7098  0.7108 3
96.67. Stay bearish on DXY as we continue to anticipate of a technical EURGBP 0.8820  0.8840 0.8848 0.8857  0.8860 2
pullback after recent rally, and room for further losses if US GDP data
disappoints. We reckon that an extended rally has increased the risk of a USDMYR 41710  4.1715 41735 41740 41750 2
pullback, more so as DXY remains trapped within 96.53 — 96.66, a range EURMYR 47402 47420 47454 47497 47543 9
that risks a rejection lower.
JPYMYR 3.7100 3.7125 3.7154 3.7172 3.7200 >
» MYR slipped 0.07% to 4.1695 against USD as risk aversion in the markets GBPMYR  5.3437 5.3481 5.3504 53555  5.3580 3
continue to dampen buying interest. MYR fell against 7 G10s. MYR is now SGDMYR  3.0180 3.0194 3.0211 3.0214 3.0240 >
slightly bearish against USD, pressured by likelihood of extended risk-off AUDMYR 2.9480  2.9502 2.9534 29552  2.9587 >
in the markets, more so heading into the week’s close. USDMYR remains NZDMYR 27161 27200 27220 27239 2.7250 >
tilted to the upside and is now eyeing a move towards 4.1740 — 4.1750.
Chance for a return to a bearish bias diminishes further.
USDSGD  1.3798 1.3809 1.3814 1.3818 1.3827 b
» SGD was similarly spurred by improved risk appetite in the markets as it beat EURSGD 15686  1.5695 1.5710 15715 15734 3
7 G10s and pipped USD by 0.01%to close at 1.3811. Stay slightly bullish GBPSGD 1.7669 1.7700 1.7711 17720  1.7750 a
on SGD in line with our view of a softer USD. Technical outlook has AUDSGD 09762 0.9769 0.9775 09785  0.9791 .

deteriorated and USDSGD remains tilted towards the downside and on a
path 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 DoD % YTD % Name Last Price DoD % YTD %

KLCI 168659 [§  -0.20 CRB Index 194.79 0.17 0.48
Dow Jones Ind. 24,984.55 1.63 WT! oil ($/bbl) 67.33 0.76 11.44
S&P 500 2,705.57 1.86 Brent oil ($/bbl) 76.89 0.95 14.98
FTSE 100 7,004.10 0.59 Gold (Sfoz) 1,232.17 -0.13 810
Shanghai 2,603.80 002 = CPO (RM/tonne) 2,062.50 £ -0.98 -13.70
Hang Seng 24,994 .46 % -1.01 Copper ($/tonne) 6,226.00 0.76 -14.09
STI 3,012.84 -0.63 Rubber (sen/kg) 397.50 0.13 -14.05

Source: Bloomberg
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~ Macroeconomics
conomic Data
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For
Sep
Sep P
Sep
Sep P
Sep P
Oct-20
Sep
Oct
Oct-25
Sep
Sep

Sep

Actual
-$76.0b
0.3%
0.1%
0.8%
0.1%
215k
0.5%
8.0
0.00%
4.5%
4.8%

-47.7b

Last

-$75.8b

0.9%
(revised)
0.6%
(revised)

4.6%
(revised)
0.2%
(revised)

210k

-1.9%
(revised)

13.0
0.00%
13.1%
16.4%

-52.1b

Survey
-$75.1b

0.5%

-1.5%
0.5%
215k
0.0%
14.0
0.00%
8.6%
10.5%

-58.0b

ECB left key rates unchanged, acknowledged weaker momentum but no
change to baseline: The ECB left its key rates unchanged as widely expected
and maintained the same language in its monetary policy statement - (1)
Interest rates are expected to stay at the current level at least through the
summer of 2019, (2) The ECB will continue to make net purchases under its
APP program at the new monthly pace of €15b until the end of December 2018
and (3) The ECB intends to reinvest the principal payments from maturing
securities purchased under the APP for an extended period of time. President
Draghi's introductory statement also remained somewhat similar to the
previous statement, except for the mentioning of incoming information being
"somewhat weaker than expected" but remains overall consistent with the
ECB's baseline scenario of an ongoing broad-based economic expansion.
Draghi acknowledged a weaker momentum in growth but reiterated (as in
previous press conferences) that normalization was expected after a period of
exports-driven strong growth in the late 2017 quarters, while at the same time
cited multiple "country specific" or "idiosyncratic" factors at play such as the
impact of Germany's car sector, stalemate between the US and China, Brexit
as well as the stabilization of the emerging markets. He maintained that survey
indicators result were still above long-term average, consumption was strong
supported by tighter labour market and rising wages and that (weaker
momentum) was not enough for the ECB to change baseline scenario. But of
course, December's projection will be taken into consideration in its
assessment. Outlook regarding inflation remained the same where headline
inflation was expected to hover around current level over the coming months,
underlying inflation remained muted but was expected to pick up. Domestic
cost pressures were strengthening due to high capacity utilization, tightening
labour market and rising wage growth. Draghi said that the ECB had no
reasons to doubt inflation, rising wages was driven by higher negotiated wages
which was a "comforting" sign. The ECB hasn't discussed about the
reinvestment policy (to be discussed in the next i.e. last meeting of the year)
nor was there any discussion about extending QE but overall monetary policy
will remain accommodative. Multiple questions on lItaly were posted where
Draghi said that he was "confident that an agreement would be found" and Italy
was a “fiscal discussion". When asked about central banks facing political
pressures, he said that central bank independence was "precious” as it was
essential for policy effectiveness.

US advance goods trade deficit widened, wholesale and retail inventories
lacklustre: The Census Bureau released the advance reading of international
goods trade statistics alongside wholesale and retail inventories data
yesterday. Goods trade deficit widened further by 0.8% MOM to $76b in
September (Aug: $75.5b) as exports rebounded to increase 1.8% MOM (Aug:
-1.3%) while imports rose 1.5% MOM (Aug: +0.8%). The rebound in exports
was driven by a rebound in industrial supplies (+5.9% vs -5.2%), automotive
vehicles (+1.0% vs -2.1%) and stronger consumer goods (+2.2% vs +0.2%) as
shipments of food, feeds and beverages continued to post decline (-8.9% vs -
9.2%) given that firms have front loaded these goods in earlier months to avoid
further Chinese tariffs. Exports of consumer goods meanwhile slowed
incredibly to post a mere 0.8% MOM (Aug: +10.3%). Domestic demand
continued to hold up mainly attributed to the faster increase in imports of capital
goods (+3.6% vs -0.8%) and consumer goods (+3.6% vs +1.6%) while demand
for foreign auto vehicles fell 1.9% MOM (Aug: +3.3%). Firms' inventories
investment growth was rather lacklustre in September - the advance wholesale
inventories rose a mere 0.3% MOM in September (Aug: +0.9% revised) due to
a fall in non-durable inventories. Retail inventories meanwhile went up by 0.1%
(Aug: +0.6% revised) mainly driven by the gain (albeit weaker) in motor
vehicles and parts. Excluding this component, retail inventories fell 0.1% MOM
(Aug: -0.1%).
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US durable goods order slowed on volatile aircrafts orders; capex
remained weak despite tax cut: The preliminary reading of US durable goods
orders came in softer at 0.8% MOM (Aug: +4.6% revised) following a strong
growth in the previous month mainly due to the contraction in the volatile
aircrafts (Boeing) orders (-17.5% vs +63.7%). Excluding transportations,
durable goods order growth slowed to 0.1% MOM (Aug: +0.3% revised). Core
capital goods, a barometer of firms' capital expenditure (measured in non-
defence capital orders excluding aircrafts) fell 0.1% MOM (Aug: -0.2%)
suggesting that firms are not increasing their capital investment despite
enjoying tax cut from the Trump Administration. Other data released in the US
include initial jobless claims which rose 5k to 215k for the week ended 20
October (previous: 210k) bringing the four-week moving average to hold
steady at 211.8k, suggesting that the job market remained tight in the US.
Kansas City Fed Manufacturing Index fell to 8.0 in October (Sep: 13.0) due to
slower production and new orders. Pending home sales rebounded to gain
0.5% MOM (Aug: -1.9% revised) following two months of decline but we doubt
that the momentum could be preserved as US housing market begins to
soften.

Hong Kong trade report disappointed, underscoring weakness in
Chinese demand: Hong Kong exports growth came in at a much slower 4.5%
YOY in September (Aug: +13.1%) while imports also rose a mere 4.8% YOY
(Aug: +16.4%) which led the trade deficit to narrow to HK$47.7b (Aug: -52.1b).
Shipment to China, its largest trading partner grew a modest 4.5% YOY (Aug:
+13.6%), reflecting softer Chinese demand following two strong months where
firms in the Mainland ramped up purchases from Hong Kong (for higher
productions) in order to beat trade tariffs deadlines.

Economic Calendar

Date Country
26/10 Malaysia
26/10 us
29/10

29/10 UK
29/10 Japan
27/10 China

26/10 Singapore

Source: Bloomberg

Events

CPI YOY
GDP Annualized QOQ
U. of Mich. Sentiment

Personal Income

Personal Spending

PCE Deflator YOY

PCE Core YOY

Dallas Fed Manf. Activity
Mortgage Approvals

Retail Trade YOY

Dept. Store, Supermarket Sales
Industrial Profits YOY
Industrial Production YOY

Reporting . .
Period Survey Prior Revised
Sep 0.6% 0.2% --
3QA 3.3% 4.2% -
Oct F 99.0 99.0 -
Sep 0.4% 0.3% --
Sep 0.4% 0.3% --
Sep 2.0% 2.2% --
Sep 2.0% 2.0% -
Oct 29.0 28.1 -
Sep 64.8k 66.4k --
Sep 2.1% 2.7% --
Sep 0.1% -0.1% --
Sep - 9.2% -
Sep 3.5% 3.3% --
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EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR

JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR

CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD
Source: Bloomberg

Last Price

1.1375
1.2817
112.42
0.7080
0.8874

4.1695
4.7572
3.7161
5.3845
3.0234
2.9504
2.7209
4.1813
0.6004
0.5322

1.3811
1.5710
1.7702
0.9779

DoD %

z

High Low YTD %
11432 11356 25
12919  1.2798 14
11267 11182  -0j28
07099  0.7057 35
0.8883  0.8832 -0]08
41735 41670 ad
47655 47499  -i8s
37269 3.7130 3887
53907 53694 -d45
3.0243 30164 -0|18
29548 29433 E'eg
27222 27120 [152
41902 41782 078
0.6011  0.6002 E#M
05325 05315 2i16
13818  1.3787 3f35
15764  1.5686 14
17833 17678  -2j06
09789 09744 38

»Forex

MYR

e MYR slipped 0.07% to 4.1695 against USD as risk aversion in the markets continue
to dampen buying interest. MYR fell against 7 G10s.

e MYRis now slightly bearish against USD, pressured by likelihood of extended risk-
off in the markets, more so heading into the week’s close. USDMYR remains tilted to
the upside and is now eyeing a move towards 4.1740 — 4.1750. Chance for a return
to a bearish bias diminishes further.

usD

e USD strengthened against 7 G10s while DXY overturned early losses with a jump
in US morning post-ECB press conference to close 0.25% higher at 96.67.

e Stay bearish on DXY as we continue to anticipate of a technical pullback after recent
rally, and room for further losses if US GDP data disappoints. We reckon that an
extended rally has increased the risk of a pullback, more so as DXY remains trapped
within 96.53 — 96.66, a range that risks a rejection lower.

EUR

e EUR retreated 0.15% to 1.1375 against USD after tumbling post-ECB press
conference that did little to shore up buying interest despite firm comments on the
Eurozone economy from ECB President Draghi. EUR fell against 7 G10s.

EUR remains slightly bullish on EUR against USD as we expect a technical
rebound after recent slump. Expect more room for gains if US data disappoints. We
continue to note that EURUSD is trending through a bullish chart pattern but may take
some time to complete. Until then, we expect EURUSD losses to be contained above
1.1340 — 1.1350.

GBP

e GBP tumbled 0.5% to 1.2817 against USD and fell against all G10s amid news that
EU-UK Brexit talks will be put on hold due to a lack of consensus from the UK on the
way to proceed in negotiations with regards to the Irish border.

e GBP is bearish against USD, pressured by renewed jitters that EU-UK negotiation
headed for failure, resulting in a no-deal Brexit. GBPUSD remains caught in a bearish
trend but we suspect losses from current level may be more restrained as it
approaches 1.2790 — 1.2800 strong support range. Caution that losing this exposes
a move to 1.2700.

JPY

e JPY retreated against 6 G10s and weakened 0.14% to 112.42 against USD as
equities rebounded, damping demand for refuge.

e We stay bullish on JPY against USD in anticipation of extended sell-off in the
markets that supports refuge demand. Despite overnight rebound, a bearish bias still
prevails and we expect USDJPY to lose 112.00 going forward and target 111.80.

AUD

e AUD climbed 0.28% to 0.7080 against USD and advanced against all G10s, lifted
by rebound in risk appetite in the markets.

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 thus AUDUSD s still prone to a return to 0.7044 — 0.7056. Rebounds, if
any, are expected to be capped below 0.7080 today, and below 0.7090 on Monday.

SGD

e SGD was similarly spurred by improved risk appetite in the markets as it beat 7 G10s
and pipped USD by 0.01% to close at 1.3811.

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.

‘



)§ HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global Markets
Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

Email: HLMarkets@hlbb.hongleong.com.my

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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