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Global Markets Research

Daily Market Highlights

Key Takeaways

>

Overall contained moves in global financial markets overnight amid
global recession fear following weak China price data and jitters ahead
of ECB policy announcement where huge stimulus is expected. Major
global stock indices closed mainly flat while the global bond markets saw
broad-based selloffs. UST yields climbed 8-9bps higher across the curve
with the 10Ys added 8bps to 1.73%. The 30Y German bund yields
bounced back to positive territory for the first time since 5-August as
stocks rose following German Finance Minister's comment on readiness to
inject “many, many billions of euros” into the economy top avert a slowdown.

Overnight dataflow was mainly neutral to negative — less upbeat
business optimism in the US and Australia, biggest drop in Japan machine
tool orders in a decade but BSI outlook improved in 3Q, tentative signs of
softness in the UK labour market, and most important of all, deepening fall in
China producer prices to -0.8% YOY in August that is expected to heighten
deflation risk and dampen factories profitability, further worsening the already
apparent slowdown. Meanwhile, despite the sustained 2.8% YOY increase in
CPl in August which was spurred by food prices amid the swine flu epidemic,
underlying inflation remained very mild with non-food prices up only a modest
1.1% YOY.

The dollar index closed almost unchanged at 98.36 as markets
consolidate ahead of key ECB policy meet. We turn neutral USD today as
the data calendar and headlines remain light ahead of key ECB policy meet.
We remain bearish USD over the medium term as prolonged issues may
trigger a series of Fed rate cuts.

MYR closed stronger by 0.19% at 4.1710 on quiet trades ahead of key
ECB monetary policy meet. We turn neutral USDMYR today as market
seems to be in consolidation ahead of key ECB policy meet. We remain
bearish USDMYR over the medium term on an expected Fed rate cuts due
to prolonged trade worries.

SGD closed flat against the USD at 1.3802 in line with the general USD on
lack of headlines and ahead of key ECB policy meet. We turn neutral SGD
today ahead of key ECB meet but remain bearish SGD over the medium
term as the outlook remains gloomy over prolonged trade issues.
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What’s Coming Up Next

Major Data
> Malaysia IPI
»  US PPI, mortgage applications, wholesale inventories
> Australia Westpac consumer confidence

Major Events

> Nil

Daily Supports — Resistances (spot prices)*

S2 S1 Indicative R1 R2 Outlook
EURUSD  1.1000 1.1025 1.1050 1.1075  1.1100 N
GBPUSD  1.2250 1.2300 1.2352 1.2400 1.2450 3
USDJPY 107.00 107.30 107.65 107.75 108.10 2
AUDUSD 0.6780 0.6820 0.6855 0.6880  0.6910 >
EURGBP  0.8900 0.8925 0.8947 0.8975  0.9000 N
USDMYR  4.1650 4.1700 4.1750 4.1800 4.1850 >
EURMYR 4.5800  4.6000 4.6142 4.6300  4.6500 N
JPYMYR 3.8300 3.8500 3.8790 3.9000 3.9200 3
GBPMYR  5.1000 5.1300 5.1565 5.1750 5.2000 >
SGDMYR  3.0200 3.0220 3.0267 3.0275 3.0300 >
AUDMYR  2.8200 2.8400 2.8620 2.8800 2.9000 >
NZDMYR  2.6600 2.6700 2.6787 2.7000 2.7200 >
USDSGD  1.3750 1.3780 1.3801 1.3840 1.3870 >
EURSGD 1.5200 1.5220 1.5246 1.5275 1.5300 N
GBPSGD  1.6900 1.7000 1.7041 1.7100 1.7150 N
AUDSGD  0.9400 0.9430 0.9458 0.9480  0.9520 >

*

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

Last Price DoD %
KLCI 1,595.85 | K -0.54 % -5.60
Dow Jones Ind. 26,909.43 0.28 15.36
S&P 500 2,979.39 0.03 18.85
FTSE 100 7,267.95 0.44 8.02
Shanghai 3,021.20 |] -0.12 21.14
Hang Seng 26,683.68 0.01 3.24
STI 3,155.71 0.30 2.83

Source: Bloomberg

Last Price DoD %
CRB Index 174.94 0.36 3.03
WT]1 oil ($/bbl) 57.40 1.56 26.40
Brent oil ($/bbl) 62.38 1.36 35.99
Gold (S/oz) 1,485.78 | -1.40 15.96
CPO (RM/tonne) 2,108.00 0.86 7.96
Copper ($/tonne) 5,825.00 0.17 [| -2.35
Rubber (sen/kg) 437.00 -0.23 15/30
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US NFIB biz confidence

UK jobless claims
change
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Source: Bloomberg
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Aug
Jul
Jul
Aug P
3Q
3Q
Aug
Aug

Aug

Aug

Actual Last
103.1 104.7
B2
3.8%
40% (revis;d)
3.8% 3.9%
-37.1% -33.0%
1.1 3.7
-0.2 -10.4
2.8% 2.8%
-0.8% -0.3%
2.
05 (revifed)
14 3.8

Survey

103.5

3.7%

3.9%

2.7%

-0.9%

>

Macroeconomic

US small business confidence turned less optimistic: Small
businesses in the US were least upbeat in five months. The NFIB business
optimism index dwindled more than expected to 103.1 in August (Jul:
104.7), as the percentage of firms hiring and expecting a better economy
fell amid heightened trade tensions and rising recession fear. However, the
current level remains far above the GFC low of 81.6, suggesting
businesses still remained optimistic overall.

Some softness in UK job market: UK job data turned in softer overall,
showing tentative signs of weakness in the UK labour market as Brexit
uncertainties continued to deter hiring. Initial jobless claims increased
28.2k in August, up from a downwardly revised 19.8k in July while
employment added only 31k jobs in July, sharply lower than the 115k jobs
in June and below expectation for a 55k addition. These were however
mitigated by the slight dip in unemployment rate to 3.8% in the three
months to July (Jun: 3.9%) and quicker growth in average earnings (+4.0%
vs +3.8% YQY), its fastest in 11 years.

China underlying inflation remains subdued: CPI sustained a 2.8%
YOY increase in August, extending its gradual uptrend since the beginning
of the year, spurred by hefty increases in food prices (+10.0% vs +9.1%
YOY) as non-food prices rose a mere 1.1% YOY. Overall inflationary
pressure remains very modest indeed as the spike in food prices was
pandemic-related to the outbreak of swine flu that drove up pork prices.
Continuous decline in PPI, at an even faster pace of 0.8% YQOY in August
(Jul: -0.3% YQY), is expected to heighten deflationary risks and dampened
profitability at factories, worsening the already apparent slowdown.

Continued decline in Japan machine tool orders; BSI outlook
improved: Preliminary reading showed machine tool orders in Japan fell
for the 11™ straight month, by 37.1% YOY in August (Jul: -33.0% YQY),
near its steepest fall in a decade. Both domestic and overseas orders
deepened its fall during the month, reaffirming weak outlook in business
spending. However, there was some relief from a separate release this
morning. BSI survey showed outlook for large all industry bounced back to
positive territory of 1.1 in 3Q (2Q: -3.7) thanks to broad-based
improvement across all from large, medium to small scale firms, notably
led by large manufacturing setups that improved markedly by 10.2ppt to -
0.2 in 3Q (2Q: -10.4). The outlook component was however mixed, with
some deterioration expected in 4Q (-0.4) before bouncing back in 1Q20
(+1.7) for overall all large industries.

Australia businesses turned less upbeat in August: NAB business
conditions and outlook both softened in August. The business condition
index pulled back to its lowest in five years at 0.5 in August (Jul: 2.6
revised) while the confidence gauge retreated to its lowest in four months
(1.4 vs 3.8). This somewhat contrasted with recent generally positive
Australian dataflow, which if sustained, could spare the RBA from
delivering another rate cut in the near term.
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Economic Calendar

Date Country
11/09 Malaysia
12/09

11/09 us
12/09

12/09 EU
12/09 UK
12/09 Japan
12/09 Singapore
11/09 Australia

Source: Bloomberg

Events

Industrial production YOY
Manufacturing sales YOY
BNM OPR

MBA mortgage applications
PPI final demand MOM
Wholesale inventories MOM
CPIYOY

Initial jobless claims
Industrial production MOM
ECB main refinancing rate
ECB deposit facility rate
RICS house price balance
PPI YOY

Core machine orders MOM
Tertiary industry index MOM
Retail sales YOY

Westpac consumer confidence index

Reporting
Period

Jul
Jul
Sept
Sept 6
Aug
JulF
Aug
Sept 7
Jul
Sept
Sept
Aug
Aug
Jul
Jul
Jul

Sept

Survey

3.1%

3.00%
0.0%
0.2%
1.8%
215k
-0.1%
0.0%
-0.5%
-10%
-0.8%
-8.0%
-0.3%
-2.9%

Prior Revised

3.9%
5.3%
3.00%
-3.1%
0.2%
0.2%
1.8%
217k
-1.6%
0.0%
-0.4%
-9%
-0.6%
13.9%
-0.1%
-8.9%
100.0
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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
1.1043
1.2350
107.54
0.6861
0.8940

4.1710
4.6075
3.8891
5.1444
3.0243
2.8626
2.6797
4.2106
0.5873
0.5323

1.3802
1.5242
1.7046
0.9467

Source: Bloomberg

DoD %
-0.05
0.03
0.28
-0.01
-0.10

E‘.lg

0.04
-0.01
0.08
-0.03

High
1.1060
1.2379
107.59
0.6870
0.8975

4.1755
4.6167
3.8910
5.1666
3.0275
2.8691
2.6888
4.2113
0.5878
0.5326

1.3814
1.5256
1.7084
0.9479

Low
1.1031
1.2307
107.18
0.6849
0.8921

4.1675
4.6026
3.8807
5.1357
3.0189
2.8588
2.6790
4.1996
0.5860
0.5317

1.3788
1.5221
1.6978
0.9453

YTD %

> Forex

MYR

e MYR closed stronger by 0.19% at 4.1710 on quiet trades ahead of key ECB
monetary policy meet.

e We turn neutral USDMYR today as market seems to be in consolidation ahead
of key ECB policy meet. We remain bearish USDMYR over the medium term
on an expected Fed rate cuts due to prolonged trade worries.

usD

e The dollar index closed almost unchanged at 98.36 as markets consolidate
ahead of key ECB policy meet.

e We turn neutral USD today as the data calendar and headlines remain light
ahead of key ECB policy meet. We remain bearish USD over the medium term
as prolonged issues may trigger a series of Fed rate cuts.

EUR

e EUR closed marginally lower by 0.05% against the USD at 1.1043 as the pair
struggled to move either way ahead of key ECB meet.

e We remain bearish EUR over the foreseeable future as the ECB is expected to
introduce an aggressive stimulus package which would be expected to weaken the
EUR.

GBP

e GBP closed flat at 1.2350 against the USD in line with the general USD on lack
of headlines.

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

JPY

e JPY finished 0.28% weaker at 107.54 vs the greenback led by higher UST
yields.

e We remain bearish JPY over the short term on higher UST yields. We remain
bullish JPY over the medium term on prolonged trade worries and possible Fed
rate cuts.

AUD

e AUD closed flat against the USD at 0.6861 in line with the general USD on lack
of headlines.

e We turn neutral AUD today as market seems to be in consolidation but remain
bearish AUD over the medium term on expected slower global growth due to
prolonged trade worries.

SGD

e SGD closed flat against the USD at 1.3802 in line with the general USD on lack
of headlines and ahead of key ECB policy meet.

e We turn neutral SGD today ahead of key ECB meet but remain bearish SGD
over the medium term as the outlook remains 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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