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Global Markets Research

Daily Market Highlights

Key Takeaways Market Snapshots

e Risk aversion amid renewed growth fear. Global equities Lastbrice DoD % D
witnessed uniform selldown and ended in the red as |PowJonesind. 21,901.98 #0.47 -2423
markets turned increasingly wary over risk to recovery |S&P 500 3,357.01 10.84 3.91
amid lack of fiscal policy support and limited room on the FTSE 100 6,049.92 -0.47 -19.79
monetary policy front. This was highlighted by the Fed, and Hang Seng 24,340.85 -1.56 -13.65
later echoed by the BOE who said it is discussing about KLCI 1,513.07 -1.19 -4.76
negative interest rates. BOJ meanwhile stood pat and ST 2.500.78 1017 2240
sounded less pessimistic. Dollar Index 92.97 £0.26 -3,55
- _ WTI oil ($/bbl) 40.97 2.02 -32.90

e US stock indices lost between 0.5-1.3% DOD after a volatile
. . . ) . Brent oil ($/bbl) 43.30 2.56 -39.89

session while European and Asian markets witnessed similar
losses of around 1.0% or less by and large. Government Gold (S/oz) 1,941.30 1106 24
bonds were bidded up as a result, driving yields down |CPO (RM/tonne) 2,938.50 0.00 -2i88

overall. 10Y UST vyields edged 1bp lower to 0.69% while the ~_Source: Bloomberg

2s were little changed at 0.14%. The UK gilts jumped on FX Daily Change vs USD (%)
BOE headlines, pushing the 10Y yields down by about 3bps.
Gold however fell, contradictory to haven demand. The Dollar NZD 0.33
Index failed to hang on to Asia session gain, falling 0.26% to EUR 0.27
92.97 as the greenback weakened against the majors — JPY 0.19
EUR gained 0.27%, JPY 0.17%. Oil shrugged off some SGD 012
weaknesses and climbed back to a two-week high around CHF 0.11
$43/ barrel on news Saudi is committed in ensuring AUD 0.10
compliance to production quota by OPEC+. CAD 0.09
GBP 0.05
o DXY started Thursday with a high of 93.592 but soon dipped MYR  -0.10
significantly to 92.97 at close. This came as EUR staged a CNH -0.13
recovery. A dip below the range since 7 Sep of 92.7-93.662 020 010 0.00 010 0.20 0.30 0.40

may pose further downside moves. We are neutral to Source: Bloomberg

bearish USD over a one week horizon.
Overnight Economic Data

e MYR weakened for the first time in five days, amid a firmer us 2  Australia A
USD in Asian session. USDMYR hit an intraday high of EU ¥ Japan
4.1485 before pulling back to end the day weaker by only
0.10% at 4.1370. We remain neutral on MYR despite a
weaker USD overnight, anticipating some selling pressure

ahead of the weekend. Up Next .
Date Event Prior
18/09 UK Retail Sales Inc Auto Fuel MoM (Aug) 3.60%
US Leading Index (Aug) 1.40%
US U. of Mich. Sentiment (Sep P) -
21/09 UK Rightmove House Prices YoY (Sep) 4.60%
CH 1-Year Loan Prime Rate (21 Sep) 3.85%
NZ Credit Card Spending MoM (Aug) 1.80%
HK CPI Composite YoY (Aug) -2.30%
US Chicago Fed Nat Activity Index (Aug) 1.18

Source: Bloomberg
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Macroeconomics

. BOE exploring negative interest rates: BOE stood pat on both rates and
asset purchases at its policy meeting yesterday as expected in an
unanimous vote. The key highlight of the meeting however lied in BOE’s
remark on discussion on the effectiveness of negative interest rates, which
was not a surprise. The central bank continues to see uncertain growth
outlook and longer period of unemployment. It further commented that
current monetary stance is appropriate and will not tighten until there is
significant progress on inflation goal, which we reckon will not happen in
the foreseeable future. The sterling lost ~100pips in immediate response to
the announcement.

. No change in BOJ monetary policy as expected: BOJ stood pat and
turned less pessimistic on the economy. Monetary policy was kept
unchanged with negative interest rates of -0.1% and no change in its asset
purchase program. BOJ remains more accommodative than other major
central banks, hence limiting its ability to ease more going forward.

. US housing data and Philly Fed business outlook weaker; jobless
claims stabilizing at the highs:

- Housing starts fell more than expected by 5.1% MOM in August, snapping
three months of double-digit increase. July’s gain was revised lower to
17.9% MOM (Jul: +22.6% MOM) while six-month average starts unit has
been moderating for the 5 straight month.

- Building permits unexpectedly fell 0.9% MOM in August (Jul: +17.9%
MOM revised). Both indicators indicated risks to the recent spikes in the
housing market.

- Philly Fed business outlook moderated to 15.0 in September as expected
(Aug: 17.2). The 3" consecutive month of easing after the rebound in
June spells risks to the recovery momentum ahead.

- Initial jobless claims turned in slightly lower at 860k for the week ended
12-Sept (prior 893k revised), its lowest in six months but continue
hovering at the 1.0 million mark, signalling challenges in returning to pre-
pandemic levels.

. Eurozone confirmed in deflation for the first time in four years: August
final reading of CPI confirmed that Eurozone has slipped into deflation, by
falling 0.2% YOY as initially estimated in August (Jul: +0.4% YQY), amid
softer prices across the board led by decline in energy prices. This is the
first negative print in four years and core CPl moderated sharply from
+1.2% to +0.4% YOY.

. Japan inflation softened as expected: Headline CPI softened to 0.2%
YOY as expected in August (Jul: +0.3% YOQOY) while core CPI ex-food &
energy fell 0.1% YOY (Jul: +0.4% YOY). Quicker gain in food (especially
fresh food) was offset by declines in utilities, education & entertainment.

. Marked improvement in Australia job market: Employment change
registered a surprise 111.0k increase in August (Jul: 119.2k revise).
Unemployment rate also surprised by improving to 6.8% in August (Jul:
7.5%), its lowest in four months, with an estimated half of the job losses
since the pandemic has been recovered. The latest job report echoed
RBA’s comment that recovery is underway in other states save for Victoria
which was hit by another virus wave.

Forex

MYR (Neutral)

e MYR weakened for the first time in five days, amid a firmer USD in Asian
session. USDMYR hit an intraday high of 4.1485 before pulling back to end
the day weaker by only 0.10% at 4.1370. We remain neutral on MYR
despite a weaker USD overnight, anticipating some selling pressure ahead
of the weekend.

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 started Thursday with a high of 93.592 but soon dipped significantly to
92.97 at close. This came as EUR staged a recovery. A dip below the range
since 7 Sep of 92.7-93.662 may pose further downside moves.

e Factors supporting: Risk aversion, US-China relations

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

EUR (Neutral)

e EUR/USD rebounded back to 1.185 levels after dipping to a low of 1.1738
on Thursday. We see EUR/USD trading within a range of 1.1750-1.1900 for
now.

e Factors supporting: USD weakness, Europe economic recovery

e Factors against: Risk aversion, Faltering fundamentals

GBP (Neutral-to-Bearish)

e GBP/USD stayed volatile within a narrow range on Thursday, still hovering
below 1.30. The recent recovery since 11 September seems to be fading
and may reverse if Brexit news are unfavourable. Bank of England was
open towards cutting rates further and exploring negative rates, as markets
anticipate further easing.

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-Bullish)

e USD/JPY continued a move downwards, the trend since 14 September.
Pair saw a 104.53 but is last seen steadying.

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

e Factors against: Weak fundamentals, risk sentiments

AUD (Neutral)

e AUD/USD’s registered a modest rebound on Thursday, opening just above
0.73. Since 10 September, pair has traded around 0.725-0.735 amid a
modest bid tone. A move beyond the range may signal further directional
momentum.

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 rebounded initially on Thursday to an intraday high of 1.3629.
But pair reverted back to a 1.3564 low thereafter. With a Friday open close
to the low, we may see further moves towards 1.355.

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.

3


mailto:HLMarkets@hlbb.hongleong.com.my

