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Overnight key equity indices all ended in the green globally in a day
where markets anxiously await ECB policy announcement later today,
and while Brexit and trade tension somewhat receded. It was a rather
quiet and listless day if not because of President Trump’s tweet
lambasting the Fed again, calling for the Fed to lower rates to zero or
below. Meanwhile, global bond markets traded mixed and mainly flat. Both
the 2Y and 10Y UST yields ended little changed at 1.67% and 1.74%
respectively. The Dollar Index climbed steadily through the day to settle
marginally higher at 98.65 amid weaknesses in the EUR and GBP. Crude oil
was down nearly 3.0% as a result of easing US-Iran tension with the WTI
and Brent last settled at $55.75 and $60.81/ barrel. While markets are
expected to be cautious ahead of ECB announcement, the delay in 5% US
tariff hikes from 1-October to 15-October on $250bn of Chinese goods
is expected to somewhat soothe market jitters.

Economic releases have been another mixed bag. While we have some
positive signals from the US and the UK, Asian data released yesterday were
on the weaker side. US producer prices were firmer in August but shall have
little impact on the Fed policy decision to cut rates next week. RICS survey
also showed some improvement in house prices although overall property
market in the UK remained sluggish. Japan PPI remained in deflation for a
31 straight month while indicator showed capex slowed. Malaysia IPI eased
more than expected to 1.2% YOY in July dragged by mining even as
manufacturing remained firm.

The dollar index closed higher by 0.31% to 98.65 as the US PPI data
came in better than expected. We turn bullish USD today as an expected
aggressive ECB stimulus package will likely cause the USD to strengthen.
We remain bearish USD over the medium term as prolonged trade issues
may trigger a series of Fed rate cuts.

MYR closed weaker by 0.18% at 4.1785 as investors hedged and squared
up risk ahead of ECB event risk. We remain neutral USDMYR today as the
pair is unlikely to make much headway either way as markets await the ECB
meeting. We remain bearish USDMYR over the medium term on expected
Fed rate cuts due to prolonged trade worries.

SGD closed flat against the USD at 1.3795 as market continues to
consolidate ahead of key ECB policy meet. We turn mildly bullish SGD
today as President Trump delays tariffs against China but remain bearish
SGD over the medium term as the outlook remains gloomy over prolonged
trade issues.
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Macroeconomic

US core PPI gained steam; mortgage applications and wholesale
inventories rebounded: Headline producer prices in the US moderated
at a less than expected pace to 0.1% MOM in August (Jul: +0.2%) dragged
by declines in food and energy prices that fell 0.6% and 2.5% MOM
respectively. However, core PPI ex food and energy rebounded strongly to
increase 0.3% MOM (Jul: -0.1%), suggesting some moderate pick-up in
inflationary pressure. YOY, both headline and core PPI beat expectations
to increase 1.8% and 2.3% respectively in August (Jul: +1.7% and +2.1%).
A rise in inflation would make it difficult to justify the case for rate cuts.
Separately, MBA mortgage applications increased for the first time in four
weeks, by 2.0% WOW in the week ended 6-Sept, lifted by both purchases
(+4.5%) and refinancing (+0.4%) as long term financing costs dropped
10bps to 3.84%.Wholesale inventories al so managed to shrug off last
month’s 0.1% decline to gain 0.2% MOM in July, thanks to increase in
automotive, computers, groceries and drugs, a sign of sustained demand.

Some signs of improvement in UK house prices : RICS house price
balance showed a surprised improvement to -4% in August (Jul: -9%),
even though there were still more surveyors reporting a price decline vs a
rise, added to sign that the UK property market remained under pressure
amid Brexit uncertainties. The surveys showed most areas reported flat to
negative sales in August, while sales expectations fell to a 6-month low
and price index remained negative.

Japan producer prices and core machine orders eased: PPI registered
a bigger than expected fall of 0.9% YQOY in August (Jul: -0.6%), marking its
31 straight month of deflation as export and import prices extended their
declines. Meanwhile, core machine orders slowed sharply to eke out a
mere 0.3% YOY gain in July (Jun: +12.5%), although this came in better
than expectations for a 3.7% YOQOY decline. Weak capital spending will
continue to be a dampener on the Japanese economy as consumption and
exports remain under the hit from dimmer growth outlook.

Softer consumer confidence in Australia: Westpac consumer
confidence softened 1.7% MOM to 98.2 in September (Aug: 100.0), adding
to economic woes down under who is probably already under pressure
from a slowing China and global economy. All major aspects spanning
from expectations, family finances, economic outlook (except for 5-year
ahead) and household spending plans fell, reflecting the fragile state of the
consumer sector amid a gloomier growth landscape.

Malaysia IPI growth eased more than expected in July: Industrial
production surprised on the downside, tapering off more than expected to
increase a mere 1.2% YOY in July (Jun: +3.9% YOY), as renewed
contraction in mining mitigated quicker gains in manufacturing and
electricity output. The latest performance of the manufacturing sector as
well as the slight uptick seen in global PMI manufacturing, while offering
some reprieve, should not be taken as a sign the worst is over. The
somewhat synchronized weakness in the manufacturing sector globally is
expected to continue undermine overall world economic growth, more so
when a concrete resolution to the years-long trade dispute remains remote.
We are maintaining our full year real GDP growth forecast of 4.7% in
anticipation of sustained domestic demand in the face of increasing
downside risks from the external environment.
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Economic Calendar

Date Country Events Repo.rting Survey Prior Revised
Period
12/09 Malaysia BNM OPR Sept 3.00% 3.00%
12/09 us CPI YOY Aug 1.8% 1.8%
Initial jobless claims Sept 7 215k 217k
13/09 Retail sales MOM Aug 0.2% 0.7%
Uni Michigan consumer sentiments Sept P 90.8 89.8
12/09 EU Industrial production MOM Jul -0.1% -1.6%
ECB main refinancing rate Sept 0.0% 0.0%
ECB deposit facility rate Sept -0.5% -0.4%
13/09 Trade balance Jul €17.5b €17.9b
12/09 Japan Tertiary industry index MOM Jul -0.3% -0.1%
13/09 Industrial production MOM Jul F - 1.3%
12/09 Singapore Retail sales YOY Jul -2.9% -8.9%
13/09 New Zealand  BusinessNZ PMI manufacturing Aug - 48.2

Source: Bloomberg
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MYR

e MYR closed weaker by 0.18% at 4.1785 as investors hedge and square up risk
ahead of ECB event risk.

e We remain neutral USDMYR today as pair is unlikely to make much headway
either way as markets await the ECB meeting. We remain bearish USDMYR
over the medium term on expected Fed rate cuts due to prolonged trade
worries.

usD

e The dollar index closed higher by 0.31% to 98.645 as the US PPI data came in
better than expected.

e We turn bullish USD today as an expected aggressive ECB stimulus package will
likely cause the USD to strengthen. We remain bearish USD over the medium
term as prolonged trade issues may trigger a series of Fed rate cuts.

EUR

e EUR closed lower by 0.30% against the USD at 1.1010 as investors moved in
anticipation of the ECB’s stimulus package announcement.

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 lower by 0.19% to 1.2326 in line with the general USD strength on
lack of Brexit 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

* JPY finished 0.26% weaker at 107.82 led higher by a rally in US tech stocks.

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

AUD

e AUD closed almost unchanged against the USD at 0.6862.

e We are mildly bullish AUD today as President Trump delays USD 250 bio worth
of tariffs on China by 14 days 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 1.3795 as market continues to consolidate
ahead of key ECB policy meet.

e We turn mildly bullish SGD today as President Trump delays tariffs against
China 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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