September 3, 2019
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Daily Market Highlights

Key Takeaways
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Global equities traded mixed with the US markets out for Labour Day
holiday. Major European stock indices rose while the Asian stock markets
ended mixed taking the brunt of renewed trade tension following the
kickoff of higher tariffs by both the US and China. The US on Sunday
slapped a 15% tariff on $112bn of Chinese consumer goods as part of the
larger $300bn targeted imports while China retaliated within hours by
imposing higher tariff on $75bn of American goods in phases including 5%
tariff on crude oil. Brent crude last traded at $58.66/ barrel yesterday, down
1.0% on the day. Today, all eyes will be on RBA policy decision where
no change is expected. For the rest of the week, on top of Brexit and US-
China trade headlines, investors will be scrutinizing Friday’s nonfarm job
report, Fed Beige Book and series of Fed speeches including that of Powell’'s
on economic outlook in Zurich.

On the data front, global PMI prints, while mixed, offered little reprieve
as it continued to signal a languishing manufacturing sector in August,
hence reinforcing global growth concern as new orders broadly fell.
China Caixin PMI manufacturing and Australia AiG manufacturing surprised
on the upside while the EU, UK, and Japan manufacturing activities
continued to contract in the midst of weaker new orders, testifying to
dwindling global demand as the trade tension remains unresolved.

The dollar index closed higher by 0.24% to 99.058 led by GBP and EUR
weakness. We are bullish USD over the short term led by EUR and GBP
weakness on Brexit worries and an impending ECB stimulus package. We
are bearish USD over the medium term as prolonged issues may trigger a
Fed rate cut.

MYR closed marginally stronger by 0.28% at 4.2055 towards the end of
the trading day on thin liquidity trading ahead of the long weekend. We turn
bullish USDMYR over the short term. USD/AXJ is supported by overall
USD strength and CNH weakness as it approaches key resistance levels.
We remain bearish USDMYR over the medium term as continued trade
worries might trigger a Fed rate cut.

SGD closed weaker by 0.25% against the USD at 1.3907 led by a higher
USDCNH and a stronger USD overall. We remain bearish SGD over the
short and medium term as risk sentiment continues to remain gloomy over
prolonged trade issues.

Last Price DoD % YTD %

)% HonglLeong Bank

Overnight Economic Data

Eurozone
UK
Japan
China
Australia

>V € €>

What’s Coming Up Next

Major Data

US ISM & PMI manufacturing, construction spending
EU PPI
Australia retail sales
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Malaysia, Singapore and Vietnam PMI

Major Events

»  RBA monetary policy meeting

Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook

EURUSD  1.0900 1.0920 1.0953 1.0980 1.1010 N
GBPUSD  1.2000 1.2030 1.2063 1.2080 1.2120

USDJPY 105.80 106.00 106.31 106.65 106.90 N
AUDUSD  0.6670 0.6700 0.6714 0.6750 0.6775 N
EURGBP  0.9025 0.9050 0.9084 0.9100 0.9125 ?
USDMYR  4.2150 4.2200 4.2250 4.2300 4.2350 2
EURMYR 4.5800  4.6000 4.6281 4.6500 4.6700 N
JPYMYR 3.9350 3.9500 3.9753 3.9900 4.0150 2
GBPMYR  5.0500 5.0700 5.0966 5.1100 5.1250 3
SGDMYR  3.0325 3.0350 3.0369 3.0400 3.0425 2
AUDMYR  2.8200 2.8300 2.8371 2.8500  2.8600 N
NZDMYR  2.6450 2.6600 2.6643 2.6750  2.6850 N
USDSGD  1.3850 1.3880 1.3918 1.3940 1.3970 2
EURSGD 1.5200 1.5220 1.5247 1.5275 1.5300 2
GBPSGD  1.6600 1.6700 1.6789 1.6850  1.6950 N
AUDSGD 0.9280 0.9310 0.9348 0.9375  0.9400 >

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

KLCI*

Dow Jones Ind.*
S&P 500*

FTSE 100
Shanghai

Hang Seng

STI

Source: Bloomberg

*as at 30-August close; ** as at 29-August close
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17.25
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Name Last Price DoD % YTD %
CRB Index 170.36 -1.00 0.33
WTI oil ($/bbl)* 55.10 |] -2.84 21.34
Brent oil ($/bbl) 58.66 -1.00 27.88
Gold (S/oz) 1,529.29 0.59 18.91
CPO (RM/tonne)** 2,145.50 -0.69 9.88
Copper ($/tonne) 5,620.00 -0.57 |] -5.78
Rubber (sen/kg) 431.00 -0.23 13.72
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EU PMI manufacturing

UK PMI manufacturing

JP Jibun PMI
manufacturing

CH PMI manufacturing

CH Caixin PMI
manufacturing

AU AiG manufacturing
index

Source: Bloomberg
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Actual

47.0

474

49.3

49.5

50.4
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46.5
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49.5
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49.9

513

Survey
47.0

488

496

49.8

» Macroeconomic

Eurozone PMI manufacturing ticked up but remained contractionary:
Market PMI manufacturing in Eurozone ticked 0.5ppt up to 47.0 in August,
unchanged from the flash estimate released earlier but remained
contractionary for the 7! consecutive month in August. The slight uptick was
driven by smaller contraction in new orders, suggesting overall manufacturing
activities remained weak in the Euro area notably Germany and Italy.

UK PMI manufacturing deepened its fall to a 7-year low: The UK
manufacturing sector deteriorated further, with the PMI reading unexpectedly
plunging to a 7-year low of 47.4 in August (Jul: 48.0), as broadening trade
fallout and mounting Brexit uncertainties took a toll on business confidence,
employment and new orders. We expect this weakening momentum to
continue amid rising global growth slowdown and increased anxiety over a
no-deal Brexit as the 31-October deadline approaches.

Japan manufacturing softened amid lower new orders: The Japanese
Jibun PMI manufacturing pulled back a notch to 49.3 in August (Jul: 49.4), as
the manufacturing sector contracted in six of the eight months this year. The
easier print was dragged by a fall in new orders to its lowest since March,
adding to signs of sluggishness in global demand.

China official and Caixin PMI manufacturing diverged again: The Caixin
PMI manufacturing staged a surprised rebound to 50.4 in August (Jul: 49.9),
as arise in output (51.0 vs 50.1) offset the decline in new orders. This halted
two months of contraction and diverged from the official PMI manufacturing
which softened more than expected to 49.5 in August (Jul: 49.7), and has
been staying below the 50 threshold signaling contraction for the 4t
consecutive month. Deterioration was widespread from output to new orders
and employment as protracted trade war continues to take a toll on China’s
manufacturing sector.

Australia manufacturing strengthened for a 2" straight month: The AiG
manufacturing index showed activities picked up steam for the 2" straight
month to 53.1 in August (Jul: 51.3), thanks to upticks in production, new
orders and exports. This came as a surprise as Australia’s trade is highly
dependent on China who is currently facing mounting slowdown risks.

Today, all eyes will be on RBA policy decision where no change is expected.
On the data front, ISM and PMI manufacturing from the US will take the lead
in the run up to Friday’s nonfarm job report, Fed Beige Book and series of
Fed speeches including that of Powell’'s on economic outlook in Zurich. In
addition, PPI in the Eurozone will offer further clues on inflation outlook while
other data on the deck include Australia retail sales, Singapore and Vietnam
PMI.
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Economic Calendar

Date

03/09
04/09
03/09

04/09

03/09
04/09

04/09
04/09
04/09
04/09
03/09
04/09
03/09

04/09

04/09
03/09

Country

Malaysia

us

Eurozone

UK
Japan
China

Hong Kong

Singapore

Australia

New Zealand

Vietnam

Source: Bloomberg

Events

PMI manufactuing
Exports YOY

PMI manufacturing
ISM manufacturing
Construction spending MOM
MBA mortgage applications
Trade balance

PPI YOY

PMI services

Retail sales MOM

PMI services

Jibun PMI services
Caixin PMI services
Markit PMI

PMI

Markit PMI

Retail sales MOM
RBA cash target rate
AiG services index
GDP SA QOQ

QV house prices YOY

PMI manufacturing

Reporting
Period

Aug
Jul
Aug F
Aug
Jul
Aug-30
Jul
Jul
Aug F
Jul
Aug
Aug F
Aug
Aug
Aug
Aug
Jul
Sept-3
Aug
2Q
Aug
Aug

Survey

-2.5%
50.0
51.2

0.3%

-$53.5b

0.2%
53.4

-0.6%
51.0

51.7

Prior

47.6

-3.1%

49.9
51.2

-1.3%
-6.2%
-$55.2b

0.7%
53.4
1.1%
51.4
53.4
51.6
43.8
49.8
51.0
0.4%
1.0%
43.9
0.4%
2.2%
52.6

Revised
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EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR

GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR
CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD

Last Price
1.0970
1.2066
106.24
0.6716
0.9092

4.2055
4.6437
3.9622
5.1305
3.0368
2.8324
2.6558
4.2649
0.5899
0.5375

1.3907
1.5258
1.6779
0.9344

Source: Bloomberg
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High
1.0999
1.2175
106.40
0.6735
0.9109

4.2275
4.6699
3.9725
5.1488
3.0426
2.8414
2.6646
4.2814
0.5910
0.5389

1.3914
1.5281
1.6912
0.9357

Low
1.0958
1.2036
105.91
0.6710
0.9026

4.2048
4.6426
3.9581
5.1300
3.0359
2.8303
2.6551
4.2634
0.5897
0.5373

YTD %

> Forex

MYR

e MYR closed marginally stronger by 0.28% at 4.2055 towards the end of
the trading day on thin liquidity trading ahead of the long weekend.

e We turn bullish USDMYR over the short term USD/AXJ is supported by
overall USD strength and CNH weakness as it approaches key resistance
levels. We remain bearish USDMYR over the medium term as continued
trade worries might trigger a Fed rate cut.

usD

e The dollar index closed higher by 0.24% to 99.058 led by GBP and EUR
weakness.

e We are bullish USD over the short term led by EUR and GBP weakness on
Brexit worries and an impending ECB stimulus package. We are bearish USD
over the medium term as prolonged issues may trigger a Fed rate cut.

EUR

e EUR closed lower by 0.11% against the USD at 1.0970 setting a new YTD
low and reaching a 2 year low.

e We remain bearish EUR over the foreseeable future as we head into
September where the ECB is expected to introduce an aggressive stimulus
package.

GBP

e GBP closed 0.74% weaker at 1.2066 over recent Brexit developments.

e We remain bearish GBP for the foreseeable future as the UK government
struggles internally to come to terms with Brexit issues right before a 31
October deadline.

JPY

e JPY finished marginally firmer at 106.24 as it is torn between a higher USD
and continuous demand for safe haven assets.

e We remain bullish JPY as risk sentiment continues to deteriorate on
prolonged US-China trade issues and Brexit political turmoil.

AUD

e AUD closed weaker against the USD by 0.25% at 0.6716 on a broadly
stronger USD.

e We remain bearish AUD over gloomy risk sentiment and over lower
commodity prices which may weigh on AUD due to expected slower global
growth.

SGD

e SGD closed weaker by 0.25% against the USD at 1.3907 led by a higher
USDCNH and a stronger USD overall.

e We remain bearish SGD over the short and medium term as risk sentiment
continues to remain gloomy over prolonged trade issues.
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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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