)% HonglLeong Bank

12 October, 2020

Global Markets Research

Daily Market Highlights

Key Takeaways

Market Snapshots
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e US stocks closed Friday on a higher note, riding on some
optimism that the White House and Capitol Hills could Dow Jones Ind. 28,586.90 o — o7
work out some new stimulus to support the economy. S&P 500 3.477.13 b — -
President Trump had raised his stimulus offer to $1.8trillion FTSE 100 6,016.65 O =20.23
after ended the stimulus talk abruptly in the same week. Main ~ |7@n9 Seng 24,119.13 o w1844
US benchmarks saw modest gains of 0.6 to 1.4% on Friday, KLct 1,530.35 O 358
wrapping up the week at positive territories for the second S 2,532.96 .40 2Ll
consecutive week; the Dow rose 3.3% WOW as of Friday, the Deler mees 93.06 =0.59 -3:46
S&P500 added 3.8% WOW and NASDAQ rallied by 4.6%  |WT!oil (3/bbl) 40.60 =1.43 =tE.51
WOW. Treasury yields remained rather steady on Friday, |Brentoil ($/bbl) 42.85 =1.13 =58.08
posting overall changes of -1.5 to +0.3bps across the curve. |Gold (S/oz) 1,919.50 164 26108
For the week, 10Y UST yield was up by 7bps to 0.776% as of | CPO (RM/tonne) 2,985.00 093 -1:34
Friday. Gold rallied on Friday (+1.6%) to $1919.5/0z as the Source: Bloomberg
dollar weakened sharply amid better risk sentiment.

FX Daily Change vs USD (%)

o Oil prices retreated from recent gains. Brent lost 1.1% to NZD 1.35
$42.85/barrel and WTI was down by 1.4% to 40.6/barrel. The AUD 1.05
second debate between President Trump and Democratic CHF 0.76
nominee Joe Biden has been cancelled as Trump refused to EEE 00'7746
participate in the virtual event. Trump’s doctor said that the CAD 0.62 '
president is no longer a Covid transmission risk, but did not EUR 0.57
mention whether he still tested positive for the virus. China’s MYR 0.45
PBOC reduced the reserve requirement on forward yuan JPY 0.40
trading, in what seen as a move to cap the strength of the SGD 0.25
yuan. Offshore yuan weakened by 0.7% against the USD 0.00 0.50 1.00 1.50

this morning.

On the data front, indicators showed that UK growth has

Source: Bloomberg

Overnight Economic Data

slowed quite dramatically as nominal GDP rose slower than UK ¥ Japan 0l
expected by a mere 2.1% MOM in August. Industrial China A Australia A
production, construction output and services output growth Up Next
retreated sharply. Exports of goods also registered a minor Date Event Prior
gain. China Caixin Services PMI reflects solid recovery in 12/10  MA Industrial Production YoY (Aug) 1.20%
China. Japan core machine orders surprised with gains; 13/10  NZ Card Spending Retail MoM (Sep) 7.90%
factory remained in deflation. Australia’s home loan AU NAB Business Confidence (Sep) 8
value surged in August. UK Jobless Claims Change (Sep) 73.7k
UK Average Weekly Earnings 3M/YoY -1.00%

e DXY weakened on Friday amid positive mood in markets. UK ILO Unemployment Rate 3Mths (Aug) 4.10%
DXY reached a low of 93.005 on Friday after hovering around UK Employment Change 3M/3M (Aug) -12k
93.6 on Thursday. We maintain our view that movements will EU ZEW Survey Expectations (Oct) 73.9
stay volatile and may be unpredictable for October. There US NFIB Small Business Optimism (Sep) 100.2
may be a neutral to bearish bias on the dollar if markets stay US CPI YoY (Sep) 1.30%

CN Exports YoY (Sep) 9.50%
constructive. Earnings results may also be a factor. CN Imports YoY (Sep) 2.10%

USD/MYR retreated by 0.45% to 4.1345 on Friday amid
broad-based USD weakness. WOW, USD/MYR lost 0.7%, its
second back-to-back weekly decline. We are neutral to
slightly bearish on USD/MYR this week. Positive momentum
continues to soften, paving the way for the pair to head down
to test 4.13 level.

Source: Bloomberg
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Macroeconomics

. Growth slowed in UK:

- UK nominal GDP registered a mere 2.1% MOM growth in August
(Jul: +6.4%), well below consensus forecast of 4.6%. Growth rate
has begun to pull back from the high in June (+9.1%), offering
firmer signs that the recovery momentum has dissipated.

- Industrial production rose 0.3% MOM in August, following the 5.2%
surge in July. The print was also below forecast of 2.5%. YOY,
industrial production is still 6.4% lower (Jul: -7.4%). Manufacturing
output gained a mere 0.7% MOM (Jul: +6.9%).

—  Construction output growth retreated sharply to 3% MOM (Jul:
+17.2%) and services output recorded 2.4% MOM growth (Jul:
+5.9%).

- Goods trade deficit widened to £9.01b in August (Jul: -7.87b) as
import growth (+3.7%) outweighed exports growth (+0.4%).

. China Caixin Services PMI picked up in September: The Caixin
services PMI for China rose to 54.8 in September, from 54.0 in August.
The index has now stayed above 50 for sixth straight months since May
when the economy reopened, indicating stronger and robust recovery in
China’s services sector.

. Japan core machine orders surprised with gains; factories still in
deflation:

- Japan core machine orders, a key gauge of business investment
rose 0.2% MOM in August, better than analysts’ forecast of a 1%
decline. This follows after a surge in orders in the previous month.
Despite the recent rebound, orders were still 15.2% YOY lower
compared to the same month last year, its fifth straight month of
double-digit YOY decline.

—  Produce price index fell 0.2% MOM in September (Aug: +0.1%)
translating to a 0.8% YOY decline (Aug: -0.6%) as Japan’s
factories remained in deflation.

. Australian home loan surged in August: Home loans approval value
beat expectation, recording a whopping 12.6% MOM growth in August,
following a solid 8.8% rise in the July. This is better than consensus
forecast of a modest 1.9% increase and marks its third consecutive
month of gains since June. Breakdown shows that owner-occupier loans
surged by 13.6% MOM (Jul: +10.7%), completely smashed analysts’
expectation of a tiny 1.0% decline. Investor loan value also jumped by
9.3% MOM (Jul: +3.5%). Low interest rates in Australia as well as the
pent-up demand post-lockdown appeared to have continued support the
Australian housing market.

Forex

MYR (Neutral-to-Slightly-Bullish)

e USD/MYR weakened by 0.45% to 4.1345 on Friday amid broad-based USD
weakness. WOW, USD/MYR lost 0.7%, its second back-to-back weekly
decline.

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 Outlook over 1 Week Horizon)

e DXY weakened on Friday amid positive mood in markets. DXY reached a
low of 93.005 on Friday after hovering around 93.6 on Thursday. We
maintain our view that movements will stay volatile and may be
unpredictable for October. There may be a bearish bias on the dollar if
markets stay constructive. Earnings results may also be a factor.

e Factors supporting: Risk aversion, US-China

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

EUR (Neutral-to-Bullish)

e EUR/USD reached the highest levels in October of 1.1831 on Friday,
continuing on a recovery since 25 September. We maintain the view of a
modest recovery and eye the 1.1850 levels seen mid-September.

e Factors supporting: USD weakness, Europe economic recovery

e Factors against: Risk aversion, Faltering fundamentals

GBP (Neutral)

e GBP/USD reached 1-month highs on Friday, with a high of 1.3050. At
current levels above 1.30, GBP/USD looks stretched and we are of the view
of some consolidation for the pound ahead.

e Factors supporting: Breakthrough in news, USD weakness

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

JPY (Bearish)

e USD/JPY normalised downwards a little on Friday after hitting highs of
around 106 on Thursday. Pair is back downwards around 105.60. We stay
bearish on the JPY for now and see USD/JPY staying around 106 levels
during periods of positive market moods.

e Factors supporting: BOJ policy, USD weakness

e Factors against: Weak fundamentals, risk sentiments

AUD (Neutral-to-Bullish)

e AUD/USD recovered reached a high of 0.7245 on Friday, highest since 22-
23 September. With a recovery in market sentiments, watch 0.73 resistance
next.

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 reached a low of 1.3527 on Friday amid the downward trend
seen since 25 September. Pair opened Monday slightly up around 1.3550
although we see more avenues for pair to touch 1.35. A positive MAS signal
from the monetary policy meeting this week may strengthen SGD.

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

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

2



12 October, 2020 % HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global Markets
Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

Email: HLMarkets@hlbb.hongleong.com.my

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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