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Daily Market Highlights

Key Takeaways

Market Snapshots

e US stocks rebounded overnight as Trump appeared to LastPrice DoD % D%
have softened his hard line stance towards providing |P°owJonesind. 28,303.46 191 -0:82
pandemic stimulus. This came after House Democrats |S&P 500 3,419.45 174 5.84
represented by Speaker Nancy Pelosi appeared open to an FTSE 100 5,946.25 -0.06 -21.16
airline relief bill proposed by the White House. The Dow Hang Seng 24,242.86 1.09 -14.00
Jones added more than 500pts or 1.9%, the S&P500 gained KLCI 1,489.56 -1.32 -6.24
1.7% and NASDAQ picked up 1.9% as well. Treasury yields STI 2.538.36 036 21.24
rose 0-5bps overall after the Fed published its meeting Dollar Mhex 93.63 006 286
minutes that indicates no change to its asset purchases; .
10Y UST yield was up by 5.2bps to 0.787%. Gold futures fell WLl (8/bbD) 3995 -1l — il
for the third session by 0.9% to $1883.6/0z despite weaker Brent oil {$/bbl) 41.99 =455 =30.38
dollar. Oil prices reversed some recent gains, Brent crude | °°' (5702) 1,883.60 50,92 -
shed 1.5% to $41.99/barrel; WTl was down by 1.8% to [CPO (RM/tonne) 2,906.00 198 -3i95
$39.95/barrel. Source: Bloomberg

e The Fed minutes showed some division among officials FX Daily Change vs USD (%)
over communicating its new forward guidance of AUD 0.52
allowing inflation to exceed 2%. The ECB President CAD 0.43
Lagarde said in an interview that the bank is prepared to GBP 0.30
add fresh stimulus which includes cutting the deposit EUR 0.25
facility rate (now at -0.5%) further below 0%. SGD 0.24

CNH 0.20
CHF 0.07

o Data were scanty. US mortgage applications rebounded due MYR 0.06
to rise in refinancing activity; Hong Kong PMI still at sub-50 NZD 011
and Malaysia foreign reserves picked up to $105b. JPY -0.33
Attentions turn to the first Vice Presidential debate -0.40 20.20 0.00 0.20 0.40 0.60

between Senator Kamala Harris and VP Mike Pence. Key
data today is US initial jobless claims, consensus
continued to expect first-time claims to hover at 800k.

Source: Bloomberg

Overnight Economic Data

e DXY came off from 93.90 levels to 93.63 at close, after Trump ;jlaysia : Hong Kong *
signalled a more compromising tone on US stimulus. The JPY
weakened while AUD, CAD, EUR and GBP strengthened Up Next
against USD. We maintain our view that movements will stay Date Event Prior
volatile and may be unpredictable for October. USD outlook 08/10 UK RICS House Price Balance (Sep) 44%
is neutral to bearish for now. CH Caixin China PMI Services (Sep) 54.0
US Initial Jobless Claims (03 Oct) 837k
o USD/MYR held steadily on Wednesday at 4.1560. Daily 09/10  JN Household Spending YoY (Aug) -7.60%
outlook for USDMYR is neutral to slightly bearish in JN Labor Cash Eamings YoY (Aug) -1.30%
response to a reversal in USD strength overnight. This is in AU Home I-_oans Valu‘e MoM (Aug) 8.90%
line with our weekly outlook of a neutral to slightly bullish view VK In.d'ustrlal Production Mol (Aug) >-20%
UK Visible Trade Balance GBP/Mn (Aug) -£8635m

on MYR this week; nonetheless the pair is still likely to stay
within the range of 4.1300-4.1800.

Source: Bloomberg
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Macroeconomics

. Federal Reserve reaffirmed dovish stance, said outlook still
uncertain: The Federal Reserve published its meeting minutes
overnight. The record disclosed that Fed officials observed that incoming
data indicated that economic activity was “recovering faster than
expected” from its depressed level in 2Q, but “the recovery was viewed
as unevenly distributed across industries”. Overall business activity
remained well below pre-pandemic levels. The labour market was “a
long way from being fully recovered”. On inflation, consumer prices have
risen more quickly than expected but the overall impact of the pandemic
was still disinflationary. Overall the uncertainty surrounding the economic
outlook was “very elevated”. On monetary policy, officials reaffirmed
commitment to using the Fed’s full range of tools to support the US
economy. Officials discussed extensively and were rather divided about
offering its new forward guidance to market that said it vowed to keep
interest rates near zero until inflation is on track to moderately exceed its
2% target for a period of time. Some participants prefer a stronger
statement that rate would be kept near zero until inflation had moved
above 2% for some time.

. US mortgage applications rose last week: Mortgage applications in
the US rose 4.6% for the week ended 2 Oct (prior: -4.8%). This reflects
gain in refinancing applications as purchases applications fell despite
broad-based decline in borrowing costs.

. Hong Kong economic activity remained in contraction: Hong Kong
Markit PMI rose to 47.7 in September, from 44.0 in August, the highest
level in three months. The PMI however remained below 50, indicating a
further deterioration in the health of the private sector. The recent
relaxation of social distancing rules was insufficient to lift overall activity.

. Malaysia foreign reserves rose in September: The international
reserves of BNM rose to $105.0bn as at 30 September 2020 (prior:
$104.8b) The reserves position is sufficient to finance 8.4 months of
retained imports and is 1.1 times total short-term external debt.

Forex

MYR (Neutral to slightly bullish)

e USD/MYR held steadily on Wednesday at 4.1560. Daily outlook for the pair
is neutral to slightly bearish in response to a broad-based reversal in USD
strength overnight following a rebound in risk sentiments.

e Factors supporting: Economic recovery, less dovish MPC, USD weakness

e Factors against: Risk aversion, US-China relations, domestic politics,
imposition of second lockdown

USD (Neutral-to-Bearish Outlook over 1 Week Horizon)

e DXY came off from 93.9 levels to 93.63 at close, after Trump signalled a
more compromising tone on US stimulus. We maintain our view that
movements will stay volatile and may be unpredictable for October.

e Factors supporting: Risk aversion, US-China, Trump’s health

e Factors against: Volatility, positive developments from global
policymakers, poor US economy, US stimulus

EUR (Neutral-to-Bullish)

e EUR/USD rebounded on Wednesday after a sharp dip, although still below
the 1.18 highs on 6 October. Pair opened Thursday around 1.1770.
Volatility is likely to continue.

e Factors supporting: USD weakness, Europe economic recovery

e Factors against: Risk aversion, Faltering fundamentals

GBP (Neutral)

e GBP/USD inched up above 1.29 on Wednesday, despite remaining below
1.30 highs a day earlier. We still see volatility ahead with 1.2820 as support,
and resistance ¢.1.3000.

e Factors supporting: Breakthrough in news, USD weakness

e Factors against: Risk aversion, Brexit, twin deficits, Bank of England
increasing monetary accommodation

JPY (Neutral-to-Bearish)

e USD/JPY moved higher on Wednesday, now at a one-month high after
breaking 106. We initiate a slightly bearish, but volatile, view of JPY.

e Factors supporting: New prime minister’'s directives, BOJ policy, USD
weakness

e Factors against: Weak fundamentals, risk sentiments

AUD (Neutral-to-Bullish)

e AUD/USD recovered close to 0.7150 levels after starting Wednesday
around 0.71. Range will be 0.71-0.72 near-term.

e Factors supporting: Resilient economy, USD weakness

e Factors against: Risk aversion, 2@ wave of Covid-19 infections, China-
Australia relations

SGD (Neutral-to-Bullish)

e USD/SGD came off to levels a day earlier around 1.36, as sentiments
recovered. Focus is on 14 October MAS decision, where MAS is likely to
keep its exchange rate policy unchanged. This is going to slightly support
SGD in our view.

e Factors supporting: Fed vs. MAS policy, economic recovery, USD
weakness

e Factors against: Risk aversion, trade war, US-China
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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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