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Daily Market Highlights

» US stocks ended little changed overnight following a rally in the previous

session as investors await more trade-related development concerning the Eurt)JzSone :
signing of US-China deal. The S&P 500 retreated slightly by 0.1%, the Dow rose UK A
0.1% and NASDAQ was flat but stocks remained at all-time highs. Treasuries China ¥
continued to fall as investors ditched safe havens assets amidst growing trade Hong Kong ¥
optimismlleadihg benchmark UST yields to gain 4-8bps. 10Y QST yield pick.ed Singapore ¥
up 8bpsin asingle day to 1.86%. Dollar extended further gain, strengthening New Zealand ¥

against most of its major counterparts, aided by the solid gain in the ISM non-
manufacturing index, a key services sector gauge. Oil prices went up by 1.2-
1.3% on trade optimism. Earlier, the RBA left cash rate unchanged at 0.75%
and BNM maintained OPR at 3.0% and continued to strike a neutral tone. Major Data
(Please refer separate report on OPR for more details) >

What’s Coming Up Next

US MBA Mortgage Applications

. . » Eurozone Markit Services PMI and Retail Sales
» On the data front, US ISM Non-manufacturing Index added 2pts to register a

solid 54.7 reading but the Markit PMI slipped lower to a tad above 50.0. The US
also recorded a smaller deficit of $52.5b, aided by the first petroleum surplus
since 1978. Elsewhere, Eurozone PPI fell 1.2% YQY, its second back-to-back
decline. UK services PMI is right at 50.0 neutral level, China Caixin Services
PMI slipped a little, Hong Kong PMI plunged below 40 while Singapore PMI

stays below 50.0. New Zealand job report turned out to be a huge Daily Supports — Resistances (spot prices)*

disappointment, opening door for an RBNZ rate cut next week.

> Japan Jibun Bank Japan PMI Services

Major Events
> Nil

S2 S1 Indicative R1 R2 Outlook
> Dollar extended further gain, strengthening against most of its major EURUSD  1.1020  1.1050 1.1070 1.1100  1.1120 :
counterparts, aided by the solid gain in the ISM non-manufacturing index, a key GBPUSD  1.2800  1.2840 1.2876 1.2880  1.2900
services sector gauge. The dollar index rose 0.49% to 97.98. We are bullish on USDJPY  108.60 108.80 109.12 109.30  109.50 2
USD today expecting the overnight dollar strength to extend into today’s Asian AUDUSD  0.6850 0.6880 0.6887 0.6900 0.6930 N
session amidst rising prospect that the US and China could sign a trade deal this EURGBP  0.8550 0.8575 0.8598 0.8630  0.8650 >
month.
> MYR tracked higher Chinese yuan and other regional currencies to extend USDMYR 41250  4.1300 4.1333 4.1350  4.1400 2
further gain against the USD on Tuesday amidst ongoing trade optimism. MYR EURMYR 45650  4.5700 45757 45800  4.5850 N
rose 0.47% to 4.1310, its strongest level since late July this year when the Fed JPYMYR 37700  3.7800 3.7881 3.8000 3.8200 Y
made its first rate cut this year. We are slightly bearish on MYR today, GBPMYR  5.3000 5.3100 5.3230 53500 5.3700 >
expecting the strength in the local unit to retreat slightly taking cue from overnight
P 9 9 . i K X ghtly _g i 9 SGDMYR  3.0380 3.0400 3.0412 3.0450 3.0500 ?
dollar strength. We maintain our bearish view on MYR in the medium term
as we are still bullish on USD over better US data in 4Q and the Fed'’s clear AUDMYR 28400  2.8450 2.8479 28500 2.8550 3
NZDMYR  2.6200 2.6300 2.6326 2.6400 2.6500 b

signal that it would not ease policy further this year.

» SGD finished 0.05% higher against the USD at 1.3583 on broad dollar USDSGD  1.3530  1.3550 1.3591 1.3600  1.3620
strength. We are neutral to slightly bearish on SGD today as SGD, expecting EURSGD 15000  1.5030 1.5046 15070 1.5100
USD strength to extend into the Asian session. We are bearish SGD in the
medium term, expecting a stronger USD as the Fed sent a clear signal that it
would not ease further this year as well as weaker Singapore fundamentals.

2
>
GBPSGD  1.7450 1.7480 1.7501 1.7545 1.7600 >
>

AUDSGD  0.9335 0.9350 0.9360 0.9380  0.9400

* 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 1,606.74 0.20 |] -4.96 CRB Index 182.09 0.55 7.24
Dow Jones Ind. 27,492.63 0.11 17.86 WTI oil ($/bbl) 57.23 1.22 26.03
S&P 500 3,074.62 |] -0.12 22.65 Brent oil ($/bbl) 62.96 1.34 17.03
FTSE 100 7,388.08 0.25 9.81 Gold (S/oz) 1,483.61 | -1.74 15.73
Shanghai 2,991.56 0.54 19.96 CPO (RM/tonne) 2,357.50 -0.17 20.74
Hang Seng 27,683.40 0.49 7.11 Copper ($/tonne) 5,877.00 0.46 | -1.48
STI 3,248.63 0.38 5.86 Rubber (sen/kg) 435.50 0.93 14191

Source: Bloomberg
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MA BNM Overnight
Policy Rate

AU RBA Cash Rate
Target

US Trade Balance
US Markit Services PMI
US ISM Services Index

EU PPI YOY

UK Markit/CIPS
Services PMI

CN Caixin Services PMI
HK Markit PMI

SG Markit PMI

NZ Employment Change
QoQ

NZ Unemployment Rate

NZ Pvt Wages Inc
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Source: Bloomberg

For

Nov-05

Nov-05
Sep
OctF
Oct
Sep
Oct
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3Q
3Q
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Actual

3.0%

0.75%

-$52.5b
50.6
54.7

-1.2%
50.0

511
39.3

474

0.2%

4.2%

0.6%

Last

3.0%

0.75%
-$55.0b
509
526
-0.8%
495
513
415

48.3

0.6%
(revised)

3.9%

0.8%

Survey

3.0%

0.75%

-$52.4b
51.0
535

-1.2%
49.7

51.1

0.2%
4.1%

0.6%

» Macroeconomics

e No change in OPR and neutral policy tone: BNM kept the Overnight Policy
Rate (OPR) unchanged at 3.00% as expected, and maintained a neutral policy
tone suggesting there is no immediate plan to adjust OPR in the near term given
still resilient growth domestically. BNM reiterated that the global economy is
expanding at a more moderate pace. However, the central bank opined that the
slowdown is becoming more synchronized across both the advanced and
emerging economies, a tad more cautious compared to the previous statement.
As for the Malaysian economy, BNM commented that 3Q real GDP would
continue to see moderate expansion. It further assessed that overall growth will
stay within projections in 2019, and continue to be sustained going into 2020,
while inflation is expected to average higher but remains modest. In a nutshell,
we believe BNM has no plan to revise its monetary policy in the near future,
hence our house view for no change in OPR, given resiliency in the domestic
economy, with support from the earlier preemptive 25bps cut in May and
expansionary fiscal measures by the government. That said, increasing
downside risks to global growth stemming from protracted trade disputes and
geopolitical development could still prompt BNM to act should such risks escalate
and spill over to the home front. At this juncture, BNM continue to reiterate that
the stance of monetary policy remains accommodative and supportive of
economic activity.

RBA kept cash rate steady, opened door for easing if needed: The RBA left
cash rate unchanged at a record low of 0.75% as widely expected and still leaves
the door opened for further easing if needed. The central bank said that the
outlook for Australian economy is little changed from three months ago and a
“gentle turning point” appears to have been reached. The economy is expected
to grow 2.25% in 2019, and inflation is expected to gradually pick up and be close
to 2% in 2020 and 2021. The low level of interest rates, recent tax cuts, ongoing
spending on infrastructure, the upswing in housing prices in some markets and
a brighter outlook for the resources sector are expected to support growth. The
main source of domestic uncertainty remains the outlook for consumption. RBA
concluded that the easing of monetary policy since June is supporting
employment and income growth in Australia as well as a return of inflation to its
medium-term target range. It will continue to monitor development, including that
of the labour market and is “prepared to ease monetary policy further if needed”.
Taking into account the more RBA’s optimistic albeit still dovish language and
barring from any escalation in the current US-China trade dispute, we expect the
RBA to keep cash rate steady at its December meeting this year.

Solid US ISM Non-manufacturing reading highlights services sector
strength: The ISM Non-manufacturing index added 2pts to register a solid 54.7
reading in October (Sep: 52.6), reflecting upbeat outlook for the services sector
leading up to the holiday season and a firm sign that a strong labour market will
continue to support the industry in general. The gain in headline index was led
by the higher activity/production, new orders and employment. On a separate
note, the IHS Markit Services PMI however slipped to 50.6 in October (Sep: 50.9)
to indicate a slowdown in services activity.

US trade deficit shrank to five-month low, recorded first petroleum surplus
since 1978: US trade deficit slipped to a five-month low of $52.5b in September
(Aug: -$55.0b) as the Trump Administration continued its bid to shrink the deficit
by waging a trade war on several front. Trade deficit shrank due to larger
decrease in imports (-1.7% MOM vs +0.5% MOM) compared to that of exports (-
0.9% MOM vs +0.2% MOM). YOY, imports decreased 2.8% (Aug: +0.1%) while
exports resumed further decline of 1.8% (Aug: 0.0%), its fifth contraction within a
period of six month. The goods trade deficit with China slipped a little to $28b
(Aug: -$28.9b). Notably, the nation also recorded its first petroleum surplus
($252m vs -$268m) since 1978 turning itself from a long time net importer to
exporter in September.
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Eurozone factory gate inflation pulled back in September: Producer prices
index rose by a mere 0.1% MOM in September (Aug: -0.5%) to indicate the lack
of price momentum in Eurozone factories amidst an ongoing downturn. YOY,
PPI slipped further for the second consecutive month by 1.2% (Aug: -0.8%),
pointing to continuous deflation in the Eurozone.

UK services PMIrebounded from contraction: The IHS/CIPS Markit Services
PMI rose to the neutral level of 50.0 in October (Sep: 49.5) to indicate no change
in services activities last month and marked its rebound from a brief period of
contraction in September.

Hong Kong PMI slipped below 40, mired in downturn: The IHS Markit Hong
Kong PMI fell to 39.3 in October (Sep: 41.5) to signal its worst deterioration in
the private sector economy since Nov-08. The severely poor headline reading
was led by the fastest decline in business activity in 21 years, reflecting Hong
Kong'’s deeper plunge into an ongoing downturn as a result of domestic political
unrests and weak external trade.

China Caixin Manufacturing PMI slipped in October: The Caixin China
General Services PMI slipped to 51.1 in October (Sep: 51.3), marking its slowest
increase in services activity for eight months, driven by softer growth in new
work and employment. The private print was largely in line with the minimal
movement in the official NBS reading, reflecting moderating expansion in the
services sector.

Singapore Markit PMI contracted for third month: The IHS Markit Singapore
PMI fell to 47.4 in October (Sep: 48.3) to mark the third month of back-to-back
contraction in the city-state’s private sector economy. Leading the decline in the
headline PMI were the sharper drop in both output and new orders amidst
struggling domestic economy and challenging export conditions.

Disappointing New Zealand job report opened door for RBNZ rate cut:
Hiring slowed in New Zealand as employment rose a mere 0.2% QOQ in the
third quarter (2Q: +0.6% revised), following a downwardly revised growth rate in
2Q. Unemployment rate rose to 4.2% in the same period (2Q: +3.9%) partly
because the participation rate rose slightly. Wage growth also slowed as seen
in the gain in the headline private sector wages that include overtime payment
(+0.6% QOQ vs +0.8% QOQ). Average hourly earnings also recorded a much
softer 0.6% QOQ growth, a marked pull-back from the 1.1% in 2Q. The New
Zealand job report turned out to be a huge setback amidst weak business
sentiment, opening door for an RBNZ rate cut next week.

Economic Calendar

Date

07/11
06/11
07/11
06/11

07/11
06/11
07/11

Country

Malaysia

us

Eurozone

UK
Japan

Australia

Source: Bloomberg

Events

Foreign Reserves

MBA Mortgage Applications
Initial Jobless Claims

Markit Eurozone Services PMI
Retail Sales MOM

Bank of England Bank Rate
Jibun Bank Japan PMI Services

Trade Balance

Reporting . .
Period Survey Prior Revised
Oct-31 - $103.3b -
Nov-01 - 0.6% -
Nov-02 215k 218k -
Oct F 51.8 51.6 --
Sep 0.0% 0.3% --
Nov-07 0.75% 0.75% -
Oct F -- 52.8 --
Sep A$5,050m A$5,926m --
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Last Price DoD%  High Low YTD %

EURUSD
GBPUSD
USDJPY

AUDUSD
EURGBP

USDMYR
EURMYR
JPYMYR
GBPMYR
SGDMYR
AUDMYR
NZDMYR
CHFMYR
CNYMYR
HKDMYR

USDSGD
EURSGD
GBPSGD
AUDSGD

1.1075
1.2884
109.16
0.6893
0.8596

4.1310
4.5976
3.7951
5.3233
3.0447
2.8602
2.6541
4.1719
0.5906
0.5273

1.3583
1.5043
1.7501
0.9363

Source: Bloomberg

1.1140
1.2917
109.24
0.6928
0.8645

4.1550
4.6224
3.8222
5.3535
3.0587
2.8679
2.6631
4.2031
0.5916
0.5303

1.3594
1.5127
1.7526
0.9396

1.1064
1.2859
108.56
0.6877
0.8585

4.1300
4.5954
3.7947
5.3233
3.0447
2.8549
2.6527
4.1715
0.5906
0.5273

1.3558
1.5032
1.7471
0.9342

1.02
-0.48
E
a5
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=
>
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»Forex

MYR

MYR tracked higher Chinese yuan and other regional currencies to extend
further gain against the USD on Tuesday amidst ongoing trade optimism. MYR
rose 0.47% to 4.1310, its strongest level since late July this year when the Fed
made its first rate cut this year.

We are slightly bearish on MYR today, expecting the strength in the local unit
to retreat slightly taking cue from overnight dollar strength. We maintain our
bearish view on MYR in the medium term as we are still bullish on USD over
better US data in 4Q and the Fed’s clear signal that it would not ease policy further
this year.

usD

e Dollar extended further gain, strengthening against most of its major
counterparts, aided by the solid gain in the ISM non-manufacturing index, a key
services sector gauge. The dollar index rose 0.49% to 97.98.

e We are bullish on USD today expecting the overnight dollar strength to extend
into today’s Asian session amidst rising prospect that the US and China could sign
a trade deal this month. The medium term outlook is bullish for now expecting a
stronger USD as the Fed sent a clear signal that it would not ease further this year.

EUR

e EUR finished 0.48% lower against the USD at 1.1075 as the dollar was boosted
by better than expected ISM Non-manufacturing Index.

e We are slightly bearish on EUR today expecting dollar strength to persist in
the short term amidst rising prospect that the US and China could sign a trade deal
this month. In the medium term, outlook remains bearish as the ECB restarts
APP this month.

GBP

e GBP retraced intraday gain to finish unchanged against the USD at 1.2884
amidst broad dollar strength.

e We are bearish on GBP today as it breached below the 1.2880 support level
to open door for further weakening amidst broad-based dollar strength and a lack
of Brexit headlines. Medium term outlook is still bearish but is mainly driven by
headlines surrounding Brexit and UK upcoming ballots.

JPY

e JPY slipped against the USD for the third back-to-back session by 0.53% to
109.16 amidst higher UST yields in an ongoing risk-on environment.

* We are bearish on JPY expecting investors to continue exiting safe havens amidst
rising prospect that the US and China could sign a trade deal this month. We remain
bullish JPY over the medium term on narrowing yield differentials between the
dollar, alongside lingering Brexit concerns and have not ruled out the risk of trade
war escalation.

AUD

AUD erased RBA-inspired intraday gain to finish only mildly higher by 0.13%
against the USD at 0.6893.

We are neutral to slightly bearish on AUD today on broad dollar strength but
expecting the AUD to be supported by growing trade optimism. Medium term
outlook is slightly bullish as the RBA is expected to stay put in December’s
meeting, barring any trade-war escalation.

SGD

e SGD finished 0.05% higher against the USD at 1.3583 on broad dollar strength.

e We are neutral to slightly bearish on SGD today as SGD, expecting USD
strength to extend into the Asian session. We are bearish SGD in the medium
term, expecting a stronger USD as the Fed sent a clear signal that it would not ease
further this year as well as weaker Singapore fundamentals.
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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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