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Daily Market Highlights

Key Takeaways

Market Snapshots

. . . . Last Price DoD % YTD %
US equities went through a volatile session last Friday
before closing the day mixed, near one-month lows. |P°WJonesind. 21,665.64 O -306
Continuous sell offs in tech shares led the NASDAQ to end in  |S&P 500 3,340.97 0,05 3.41
the red while the DJIA and S&P500 eked out small gains. [FTSE 100 6,032.09 048 -20.02
The current stock market rout and volatility will likely |Hang Seng 24,503.31 078 -13.08
have some more course to run in the lead up to US [KLCI 1,504.85 0:99 -5.28
election, and probably a potential turn in recovery prospects |gt, 2,490.09 -0.08 2274
as economic indicators started to show tentative signs of |, \..: index 93.33 000 395
PRI, WT! oil ($/bbl) 37.33 obs -38.86
) Brent oil ($/bbl) 39.83 -0.57 -44.79
Safe haven US Treasuries were better supported
. . ) o Gold (S/oz) 1,939.50 -0.84 23116
reflecting signs of market jitters. UST advanced with yields
falling 1-5bps across the curve. The 2Y and 10Y yields edged CPO (RM/tonne) 2,874.50 =0.85 49
down a basis point each to 0.13% and 0.67% respectively. Source: Bloomberg
Gold remained off the $2000 record high seen in early FX Daily Change vs USD (%)
August, whipsawing between $1911-2000/ oz since, and
clocking in a daily loss of 0.8% on Friday at $1939/0z. Crude AUD 0.36
oil remained weak below $40/ barrel amid concern over MYR 0.29
gap between supply and demand dynamics. The Brent last EUR 0.26
settled 0.57% lower at $39.83/ barrel while the WTI at NZD 0.23
$37.33/ barrel. CNH 0.21
CHF 0.18
DXY was relatively flat on Friday, despite many currencies SGD 0.15
gaining against the USD. For DXY, JPY and GBP weakness CAD 0.12
was counterbalanced by EUR strength. The dollar rebound JPY -0.03
looks like it is losing momentum, and may revert towards GBP-0.07
trend weaknesses if risk aversion fades. For now, we -0.10 0.00 0.10 0.20 0.30 0.40

maintain a bias for some USD strength. Central bank
support this week and US/China data may support some
sentiment.

Source: Bloomberg

Overnight Economic Data

us [ Malaysia )
USD/MYR steadily trended down to close lower a second UK >  New Zealand v
straight day, by 0.29% to 4.1515 on Friday. A less dovish Up N
rhetoric from BNM which dampened expectations for further p Next -
. Date Event Prior
OPR cut this year helped lent support to the MYR, and as IN Industrial Production YoY (3ul F) 16.1%
UsDb ga_ms took on a .more muteq path. The F_)am_s d?”y 14109 EU Industrial Production SA MoM (Jul) 9.10%
outlook is neutral to slightly bearish as we maintain view 1509 AU RBA Minutes of Sep. Policy Meeting B
that a pause in easing by the central bank would keep the CH Industrial Production YoY 4.80%
MYR supported. CH Retail Sales YoY -1.10%
CH Fixed Assets Ex Rural YTD YoY -1.60%
UK Jobless Claims Change 94.4k
UK Average Weekly Earnings 3M/YoY -1.20%
UK ILO Unemployment Rate 3Mths 3.90%
UK Employment Change 3M/3M -220k
EU ZEW Survey Expectations 64
US Empire Manufacturing 3.7
US Import Price Index YoY -3.30%
US Industrial Production MoM 3.00%

Source: Bloomberg
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Macroeconomics

US CPI quickened YOY but moderated MOM: Consumer prices in the US
eased off less than expected by 0.4% MOM in August, after sustaining
0.6% MOM gain the last two months. The smaller increase was evident
across most categories led by energy (+0.9% vs +2.5%), offsetting the
MOM rebound in food prices (+0.1% vs -0.4%). However, CPI and core CPI
picked up more than expected to increase 1.3% YOY (Jul: +1.0%) and
1.7% YOY (Jul: +1.6%) respectively, driven by a spike in used car prices as
consumers behaviour to avoid public commute. With the shift in the Fed
policy guidance away from inflation targeting, the CPI print will have a
lesser bearing on financial markets going forward.

Moderation in UK data implies bumpy recovery ahead, complicated by

Brexit risks:

— Monthly GDP registered slower than expected gain of 6.6% MOM in
July (Jun: +8.7% MOM), but the growth rate remained exceptional high
reflecting continuous normalization from the April slump. All sectors
witnessed more moderate gains with the exception of accommodation
& food, finance & insurance, real estate, education & health.

— Industrial production growth moderated to 5.2% MOM in July (Jun:
+9.3% MOM), dragged by continuous albeit slower growth in almost all
key subsectors notably manufacturing (+6.3% vs +11.0% MOM) and
mining (+0.7% vs +8.4% MOM).

— Visible trade deficit widened more than expected to £8635m in July
(Jun: -£5116m), its highest in four months as the 0.9% MOM decline in
exports amid a weak global demand backdrop was exacerbated by a
5.8% MOM increase in imports.

New Zealand August services index plunged below 50: The
performance services index plunged to 46.9 in August (Jul: 54.4 revised
from 54.3), slipping back to contraction territory for the first time in three
months amid lockdown in Auckland. The index dropped 3-12ppt across all
fronts, with sales and new orders exerting the biggest drag while
employment stayed contractionary for the 6™ straight month, a sign of more
challenges ahead.

Malaysia industrial production bounced back Industrial

production increased for the first time in five months, by 1.2% YOY in July

underpinned by increase in manufacturing output amid economy reopening.

Electricity and mining continued to contract. While exports and production

offered some signs of reliefs this month, we prefer to err on the safe side to

see if the traction is sustainable going into August and September, in addition
to risks from consumer and business behaviour which we believe has
remained frail and lethargic. Wholesale & retail trade value while improving,

remained in contraction for the fifth straight month in July (-3.5% vs -8.4%

YOY). Labour market conditions improved but remained soft in July as well

and we expect to see increased challenges in 4Q when the loan moratorium

and some relief measures expire. No change to our full year GDP growth
projection of -4.9% for now.

in July:

Forex

MYR (Neutral-to-slightly-bullish)

e USD/MYR steadily trended down to close lower a second straight day, by
0.29% to 4.1515 on Friday. A less dovish rhetoric from BNM which
dampened expectations for further OPR cut this year helped lent support to
the MYR, and as USD gains took on a more muted path.

e Factors supporting: Economic recovery, less dovish MPC

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

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

o DXY was relatively flat on Friday, despite many currencies gaining against
the USD. For DXY, JPY and GBP weakness was counterbalanced by EUR
strength. The dollar rebound looks like it is losing momentum, and may
revert towards trend weaknesses if risk aversion fades. For now, we
maintain a bias for some USD strength. Central bank support this week
and US/China data may support some sentiment.

e Factors supporting: Risk aversion, US-China relations

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

EUR (Neutral-to-Bearish)

e EUR/USD inched up on Friday but stayed relatively stable. Pair opening
the week horizontal moving around the 1.1840 level. For now our outlook
mirrors that of the USD for some near-term consolidation of the EUR
before gains ahead.

e Factors supporting: USD weakness

e Factors against: Risk aversion, 2" wave of Covid-19 infections, faltering
fundamentals

GBP (Bearish)

e GBP/USD continued to underperform on Brexit headlines, now hovering
around 1.28 big figure. Domestically, PM Johnson is facing a backlash in
his parliament on his plans to break international law.

e Factors supporting: Breakthrough in news, USD weakness

e Factors against: Risk aversion, Brexit, twin deficits

JPY (Neutral-to-Bullish)

e USD/JPY underperformed on Friday alongside USD weakness, staying
around 106.00-106.30 range. Pair may eye LDP election as a driver for this
week’s moves.

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

e Factors against: Weak fundamentals, risk sentiments

AUD (Neutral-to-Bearish)

e AUD/USD slightly rebounded on Friday and situation for the pair is likely
stabilising just below the 0.73 big figure. We stay defensive and eye a
rebound later on.

e Factors supporting: Resilient economy, USD weakness

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

SGD (Neutral-to-Bearish)

e USD/SGD did not see much moves on Friday, staying within a 1.3660-
1.3700 range. Pair opened Monday with a downside bias. For now, we still
see limited upside bias for USD/SGD this week and watch 1.3719 high set
on 9 September.

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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