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Weekly Market View

US-China trade talks, Brexit
and US Q3 earnings next
week are potential catalysts
for global equities to break
out of this year’s range

Equities: The US Q3 earnings
season starts next week.
Expectations are weak, but
any upside surprise could
prove to be a positive catalyst

Bonds: Liquidity-boosting Fed
balance sheet expansion may
have little impact on bond
yields, but could reduce
upward pressure on the USD

A focus on event risks

FX: We see attractive
risk/reward on the GBP ahead
of a key week for Brexit

This commentary reflects the views of the Wealth Management Group of Standard Chartered Bank. Important disclosures can be found
in the Disclosures Appendix.
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Editorial

[ ]
A focus on event risks

Financial markets largely treaded water over the past week,
as investors awaited the outcome of major political and
economic events. The US and China were holding talks at the
time of writing. Reports suggest the likelihood of achieving a
significant trade deal is low, though we believe low
expectations create considerable room for an upside surprise
should an agreement that staves off a US tariff rise on
October 15 be achieved. Meanwhile, next week contains
crucial dates for the Brexit process — the European Council is
set to meet on 17-18 October, following which the UK
Parliament is set to hold a special session on 19 October. We
continue to expect policymakers to avoid a no-deal Brexit.

Outside of these event risks, markets are also likely to focus
on the US Q3 earnings season, which kicks off next week.
Although the consensus is for a small contraction in earnings
yly, led by the energy sector, a continuation of the recent
record of upside surprises would be a positive. Any guidance
on corporate margins is likely to be key.
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Can the US and Chinareach any agreement on trade?

US and Chinese trade representatives are meeting this week,
restarting stalled trade talks ahead of a planned rise in US tariffs on
USD 250bn worth of Chinese imports on 15 October. Expectations
from the talks appear low, especially after the US imposed sanctions
on specific Chinese officials and technology firms ahead of the talks.
Reports suggest the issue of forced technology transfer remained a
key hurdle, though the possibility of a currency pact and Chinese
purchase of US agricultural goods are positives.

We continue to believe a trade truce, or a ‘mini-deal’ of some sort,
remains the most achievable outcome. President Donald Trump is
likely to be incentivised to avoid a recession-inducing breakdown
ahead of Presidential elections next year, while continued weakness in
Chinese growth data (most recently, the unofficial PMI index and
producer prices) is an incentive from a Chinese point of view. However,
a positive outcome is far from certain. As we discuss on page 5, global
equities have been relatively range-bound for a large part of this year,
admittedly after a very strong start, and we continue to monitor trade
discussions as one possible catalyst for either a positive, or negative,
breakout.

Can earnings offer any guidance on the market outlook?

A second event likely to capture market attention next week is the start
of the US Q3 earnings season. Expectations remain low, with
consensus currently looking for -3.2% yly earnings growth. However, a
recent pattern of managing expectations lower ahead of earnings,
followed by positive surprises, suggests the final outcome could be
more positive. Any guidance on the 2020 outlook, especially related to
corporate margins, is likely to be key. See page 4 for sector details.

Meanwhile, minutes of the September Fed meeting showed those
favouring the September rate cut viewed it through a risk-management
lens, but ‘several’ participants favoured leaving rates unchanged
unless economic data weakened sufficiently. Recent data highlights the
Fed’s dilemma — although US labour market data disappointed relative
to expectations, one-off factors, such as strikes at large corporations,
could have been a factor. Soft consumer and producer prices
illustrated that inflationary pressure remains weak. We continue to
expect another Fed rate cut this year. However, whether manufacturing
PMis rebound from here is key to higher equity prices and bond yields,
in our assessment.

Crunch time for Brexit and the GBP, or another extension?

The coming week is key for the Brexit process. The European Council
meeting is scheduled for 17-18 October, and the UK Parliament will
hold a special session thereafter on Saturday, 19 October — the first in
37 years. This session is likely to be key, as any decision on a potential
Brexit agreement, or possible extension request, would likely be
agreed to at this session. We believe the GBP offers an attractive
risk/reward at current levels, given the only conviction expressed by the
UK Parliament thus far has been the avoidance of a no-deal Brexit.

What we are watching

US-China trade talks; Brexit talks; US Q3 earnings, Fed comments.

This reflects the views of the Wealth Management Group

Any potential US-China currency pact could limit further
gains in the USD
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Energy sector the biggest drag on US Q3 earnings
expectations

Q3 19 earnings expectations by sector
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GBP is back close to post-Brexit vote lows; we see
attractive risk/reward at these levels
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What does this mean for investors?

Equities

What is the outlook for the US Q3 earnings season? Market
consensus is for S&P500 Q3 earnings to contract by -3.2% compared
to the same period a year ago. This has echoes of Q2 earnings
expectations, which were similarly negative heading into the reporting
season, creating the potential for a positive ‘surprise’. Companies
prefer to under-promise and over-deliver, as research has shown that
companies beating earnings expectations witness a ‘pop’ in their share
price in the days following the release. US banks will be among the
biggest sector to report in the week of 14 October, with analysts
expecting the financial sector, within which banks are the largest
industry group, to report +1.4% earnings growth. The energy sector is
expected to be the main drag — the consensus is for a -33% decline in
earnings, as oil prices in Q3 ‘19 were, on average, 20% below levels
witnessed in Q3 ‘18.

We are comfortable with our preferred view on US equities and see
financials as a less preferred sector and energy as a core holding.

How has consumption spending fared over the Chinese ‘Golden
Week’ holiday? Overall, revenue from retail and dining during the
period rose 8.5% y/y to CNY 1.52trn, according to data from China’s
Commerce Ministry, helped by higher sales of white goods and
increased spending on domestic tourism and entertainment. This was
one key source of support for both Hong Kong and China equity
markets this week, despite rising expectations that Hong Kong’s
economy is likely to tip into a technical recession following the recent
political unrest. We believe the trend for rising domestic consumption in
China is sustainable on the back of supportive government measures
and reduced overseas travelling amid a softer CNY. The consumer
sector remains our preferred sector within China equities.

Bonds

Is the Fed plan to expand its balance sheet significant for bonds?
Fed Chair Jerome Powell said the Fed would start expanding its
balance sheet ‘soon’, most likely by purchasing T-bills, in an effort to
support short-term liquidity. While we await details, we do not view this
as another quantitative easing (QE) programme and see little
significant impact on Treasury yields, a bond asset class we continue
to see as least preferred. However, where it could have a more
significant impact is by improving global US Dollar liquidity which, in
turn, could reduce upward pressure on the currency.

In Asia USD bonds, Investment Grade (IG) yield premiums surprisingly
widened by more than those for High Yield (HY) bonds. Although US-
China trade uncertainty may have been one driver, a surge in new
bond issuance may also have been at play. We continue to view Asian
USD bonds as a preferred holding.

FX

Is the EUR set to rise? Although recent Euro area economic data has
remained weak and Brexit is an overhang, EUR/USD appears to be
making a renewed attempt to push above resistance at 1.10, a move
that could gain momentum if the USD peaking process gathers pace.

This reflects the views of the Wealth Management Group

Benchmark (USD) performance w/w*

Cash
Equities 0.86
Bonds
Commodities

USD Index

Asian FX

%

Source: MSCI, JP Morgan, DJ-UBS, Citigroup, Bloomberg, Standard
Chartered (Indices used are JP Morgan Cash, MSCI AC World TR, Citi
World Big, DJ-UBS Commodity, DXY and ADXY)

*Week of 3 October 2019 to 10 October 2019

Equity market technicals have turned mostly negative
Technical levels of key markets as of 10 October 2019

1st 1st  Short-

Index Spot support resistance term trend
S&P 2,938 2,855 3,028

STOXX 50 3,494 3,395 3,545

FTSE 100 7,186 6,970 7,305

Nikkei 225 21,552 21,100 21,750
Shanghai Comp 2,948 2,874 2,978

Hang Seng 25,708 25,300 26,350 [
MSCI Asia ex-Japan 614 601 625

MSCI EM 996 972 1,010

Brent (ICE) 59 54 63 v
Gold 1,494 1,483 1,519

UST 10Y Yield 1.66 1.43 1.8

Source: Trading Central, Standard Chartered
Note: Arrows represent short-term trend opinions

Fed balance sheet is expanding again; we expect the
modest expansion to support short-term liquidity
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Top client question

1GIobaI equities seem caught in a range. What are the key Global equities have remained rangebound recently; we

technical levels that could signal a breakout is occuring? 20 TR O i 2. e &1 goisite) hE2E 210
shoulders pattern

Since early 2018, global equities (the MSCI All Country World index) MSCI AC World and technicals
have repeatedly tested stiff resistance at a horizontal trendline at

560 -
533, but has failed to break higher. a0
The index is now approaching a strong support area: a slightly .
upward-sloping trendline (now at about 500; 2.7% from Thursday’s 500
close) and a horizontal trendline at about 492 (4.3% from Thursday’s 3
close). We view this support as quite strong, suggesting a rebound is = 480
likely if the fundamental backdrop for equities remains supportive g5U
going into the Q3 earnings season. 440 4

f ‘ ; 420 . : .

However, any break below the support area could trigger a ‘head Janis Aug-15 Viar19 Oct19

and-shoulder’ pattern — the left shoulder at the May high, the head at
the July high and the right shoulder at the September high. A head-
and-shoulders pattern is typically a bearish pattern, implying a break
of support could trigger a drop towards major support at the
December low of 435 (15% from Thursday’s close).

Source: Bloomberg, Standard Chartered

As we discussed on page 3 and 4, event risks may define whether
markets will rebound or break lower. A positive outcome would likely
involve the US and China moving closer or achieving a truce or a
‘mini-deal’ together with continued upside surprises in the US Q3
earnings season. However, a collapse in the trade talks and/or
significant disappointments in the upcoming US earnings season
would likely raise the risk of a downside break.

This reflects the views of the Wealth Management Group
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Market performance summary *

Year to date Equity | Country & Region 1 Week

14.8% Global Equities
13.9% Global High Divi Yield Equities
16.0% Developed Markets (DM)
5.5% Emerging Markets (EM)
18.6% us
16.0% Western Europe (Local)
11.9% Western Europe (USD)
8.9% Japan (Local)
10.7% Japan (USD)
15.2% Australia
5.1% Asia ex-Japan
0.5% Africa
17.2% Eastern Europe
5.9% Latam
2.8% Middle East
7.8% China
-0.1% India
-2.0% South_ Korea
17.4% Taiwan

2.7%

-1.5%

Equity | Sector
16.8% Consumer Discretionary
17.5% Consumer Staples
3.6% Energy
10.5% Financial
6.6% Healthcare
15.2% Industrial
28.3% IT
8.0% Materials
14.9% Telecom
17.3% Utilities
19.4% Global Property Equity/REITs

Bonds | Sovereign
6.3% DM IG Sovereign
7.9% US Sovereign
3.0% EU Sovereign
13.1% EM Sovereign Hard Currency
8.3% EM Sovereign Local Currency
9.5% Asia EM Local Currency

Bonds | Credit
9.3% DM IG Corporates
9.5% DM High Yield Corporates
11.0% US High Yield
4.9% Europe High Yield
10.6% Asia Hard Currency

Commodity
3.4% Diversified Commodity
-7.1% Agriculture -1.0%
2.8% Energy
7.3% Industrial Metal
13.5% Precious Metal

7.2% Crude Oil 2.4%
16.5% Gold

FX (against USD)
Asia ex-Japan
AUD
EUR
GBP

1.5% JPY -1.0%
-0.9% SGD

Alternatives
Composite (All strategies) 0.1%
4.8% Relative Value -0.1%

5.1% Event Driven 0.3%
7.3% Equity Long/Short 0.0%
4.7% Macro CTAs 0.4%

T :

-10% 5% 0% 5% 10% 15% 20% 25% 30% 35% -2%

5.9%

-1% 0% 1% 2% 3%

Sources: MSCI, JP Morgan, Barclays Capital, Citigroup, Dow Jones, HFRX, FTSE, Bloomberg, Standard Chartered
*Performance in USD terms unless otherwise stated, YTD period from 31 December 2018 to 10 October 2019, 1 week period: 3 October 2019 to 10 October 2019
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Economic and market calendar

Event Next Week Date Period Expected Prior
% CH Exports yly 14-Oct-19 Sep -2.9% -1.0%
= |CH Imports yly 14-Oct-19 Sep -6.0% -5.6%
w |CH CPl yly 15-Oct-19 Sep 2.9% 2.8%
>
= |cH PPI yly 15-Oct-19 Sep -1.2% -0.8%
a .
I-I;J us Retail Sales Ex Auto and Gas 16-Oct-19 Sep 0.3% 0.1%
us Building Permits 17-Oct-19 Sep 1340k 1425k
14
2 |Us Housing Starts 17-Oct-19 Sep 1320k 1364k
|_
us Industrial Production m/m 17-Oct-19 Sep -0.1% 0.6%
JIN Natl CPI Ex Fresh Food, Energy yly 18-Oct-19 Sep - 0.6%
CH Industrial Production yly 18-Oct-19 Sep 4.9% 4.4%
E) CH Retail Sales yly 18-Oct-19 Sep 7.8% 7.5%
E CH GDP yly 18-Oct-19 30 6.1% 6.2%
EC ECB Current Account SA 18-Oct-19 Aug - 20.5B
us Leading Index 18-Oct-19 Sep 0.1% 0.0%
Event This Week Date Period Actual Prior
% GE Factory Orders WDA yly 07-Oct-19 Aug -6.7 -5.0%
= |EC Sentix Investor Confidence 07-Oct-19 Oct -16.8 -11.1
CH Caixin China PMI Services 08-Oct-19 Sep 5.8 52.1
CH Caixin China PMI Composite 08-Oct-19 Sep 51.9 51.6
w ) .
E GE Industrial Production WDA yly 08-Oct-19 Aug -4.0% -3.9%
us NFIB Small Business Optimism 08-Oct-19 Sep 101.8 103.1
us PPl Ex Food and Energy yly 08-Oct-19 Sep 2.0% 2.3%
[a)
w
=
JIN Core Machine Orders yly 10-Oct-19 Aug -14.5% 0.3%
14
2 |GE Exports SA m/m 10-Oct-19 Aug -1.8% 0.8%
'_
us CPI Ex Food and Energy yly 10-Oct-19 Sep 2.4% 2.4%
E :: IN Industrial Production y/y 11-Oct-19 Aug - 4.3%
Lo lus U. of Mich. Sentiment 11-Oct-19 Oct P - 93.2
Source: Bloomberg, Standard Chartered; key indicators highlighted in blue
Previous data are for the preceding period unless otherwise indicated
Data are % change on previous period unless otherwise indicated
P - preliminary data, F - final data, sa - seasonally adjusted
yly — year-on-year, m/m - month-on-month
This reflects the views of the Wealth Management Group 7
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THE SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT MAY ONLY BE ACQUIRED AT A CONSIDERATION OF NOT LESS THAN
S$200,000 (OR ITS EQUIVALENT IN A FOREIGN CURRENCY) FOR EACH TRANSACTION. Further, in relation to any security or securities-
based derivatives contract, neither this document nor the Issuer Documentation has been registered as a prospectus with the Monetary Authority of
Singapore under the SFA. Accordingly, this document and any other document or material in connection with the offer or sale, or invitation for
subscription or purchase, of the product may not be circulated or distributed, nor may the product be offered or sold, or be made the subject of an
invitation for subscription or purchase, whether directly or indirectly, to persons other than a relevant person pursuant to section 275(1) of the SFA,
or any person pursuant to section 275(1A) of the SFA, and in accordance with the conditions specified in section 275 of the SFA, or pursuant to,
and in accordance with the conditions of, any other applicable provision of the SFA. In relation to any collective investment schemes referred to in
this document, this document is for general information purposes only and is not an offering document or prospectus (as defined in the SFA). This
document is not, nor is it intended to be (i) an offer or solicitation of an offer to buy or sell any capital markets product; or (ii) an advertisement of an
offer or intended offer of any capital markets product. Deposit Insurance Scheme: Singapore dollar deposits of non-bank depositors are insured by
the Singapore Deposit Insurance Corporation, for up to S$75,000 in aggregate per depositor per Scheme member by law. Foreign currency
deposits, dual currency investments, structured deposits and other investment products are not insured. Taiwan: Standard Chartered Bank (“SCB”)
or Standard Chartered Bank (Taiwan) Limited (“SCB (Taiwan)’) may be involved in the financial instruments contained herein or other related
financial instruments. The author of this document may have discussed the information contained herein with other employees or agents of SCB or
SCB (Taiwan). The author and the above-mentioned employees of SCB or SCB (Taiwan) may have taken related actions in respect of the
information involved (including communication with customers of SCB or SCB (Taiwan) as to the information contained herein). The opinions
contained in this document may change, or differ from the opinions of employees of SCB or SCB (Taiwan). SCB and SCB (Taiwan) will not provide
any notice of any changes to or differences between the above-mentioned opinions. This document may cover companies with which SCB or SCB
(Taiwan) seeks to do business at times and issuers of financial instruments. Therefore, investors should understand that the information contained
herein may serve as specific purposes as a result of conflict of interests of SCB or SCB (Taiwan). SCB, SCB (Taiwan), the employees (including
those who have discussions with the author) or customers of SCB or SCB (Taiwan) may have an interest in the products, related financial
instruments or related derivative financial products contained herein; invest in those products at various prices and on different market conditions;
have different or conflicting interests in those products. The potential impacts include market makers’ related activities, such as dealing, investment,
acting as agents, or performing financial or consulting services in relation to any of the products referred to in this document. UAE: DIFC - Standard
Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18.The Principal Office of the Company
is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the Prudential Regulation Authority
and regulated by the Financial Conduct Authority and Prudential Regulation Authority. Standard Chartered Bank, Dubai International Financial
Centre having its offices at Dubai International Financial Centre, Building 1, Gate Precinct, P.O. Box 999, Dubai, UAE is a branch of Standard
Chartered Bank and is regulated by the Dubai Financial Services Authority (‘“DFSA”). This document is intended for use only by Professional
Clients and is not directed at Retail Clients as defined by the DFSA Rulebook. In the DIFC we are authorised to provide financial services only to
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clients who qualify as Professional Clients and Market Counterparties and not to Retail Clients. As a Professional Client you will not be given the
higher retail client protection and compensation rights and if you use your right to be classified as a Retail Client we will be unable to provide
financial services and products to you as we do not hold the required license to undertake such activities. For Islamic transactions, we are acting
under the supervision of our Shariah Supervisory Committee. Relevant information on our Shariah Supervisory Committee is currently available on
the  Standard Chartered Bank website in the Islamic  banking section at: https://www.sc.com/en/banking/islamic-
banking/http://www.standardchartered.com/en/banking-services/islamic-banking/shariah-supervisory-committee.html. UAE: For residents of the
UAE - Standard Chartered Bank UAE does not provide financial analysis or consultation services in or into the UAE within the meaning of UAE
Securities and Commodities Authority Decision No. 48/r of 2008 concerning financial consultation and financial analysis. Uganda: Our Investment
products and services are distributed by Standard Chartered Bank Uganda Limited, which is licensed by the Capital Markets Authority as an
investment adviser. United Kingdom: Standard Chartered Bank (trading as Standard Chartered Private Bank) is an authorised financial services
provider (license number 45747) in terms of the South African Financial Advisory and Intermediary Services Act, 2002. Vietnam: This document is
being distributed in Vietnam by, and is attributable to, Standard Chartered Bank (Vietnam) Limited which is mainly regulated by State Bank of
Vietnam (SBV). Recipients in Vietham should contact Standard Chartered Bank (Vietnam) Limited for any queries regarding any content of this
document. Zambia: This document is distributed by Standard Chartered Bank Zambia Plc, a company incorporated in Zambia and registered as a
commercial bank and licensed by the Bank of Zambia under the Banking and Financial Services Act Chapter 387 of the Laws of Zambia.
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