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Pro-active stimulus
measures across Asia
should help limit the
economic impact of the
coronavirus to Q1. We
remain positive on risk
assets in the medium term

Equities: China’s stimulus
rollout has helped revive
sentiment. The next focus is
on management guidance on
the virus’ impact on earnings

Bonds: Asian USD bond
issuance has been heavily
oversubscribed lately,
underlining strong support
from regional demand

Asia turns on the taps

FX: AUD is likely to rebound
from strong support near 0.66

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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Chart of the week: Virus spread in China appears to have peaked
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Editorial
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Asiaturns on the taps

A series of stimulus measures in China, Hong Kong and
Singapore in the past week suggest Asian policymakers are
trying to actively mitigate the impact of the coronavirus. There
are also signs the rate of spread of the virus is slowing in
China and economic activity is coming back online. These two
developments, combined with supportive monetary and fiscal
policies in the US and Europe, raise the probability that the
virus’ economic impact may be largely limited to Q1 20, the
least damaging scenario for markets.

Some markets are reflecting this outlook — US and European
stock indices climbed to new record highs, USD/JPY broke
above the strong 110.50 resistance amid waning safe-haven
demand for JPY and crude oil and copper rebounded.

We remain positive on equities, with a preference for the US
and the Euro area, where the earnings outlook is less
challenged by the impact of the virus (page 4). We continue to
favour the US technology sector, although we are closely
watching a few signposts for any reversal in the record-setting
rally (page 5). We continue to favour gold as a medium-term
hedge, but would wait for dips below 1,550 to add exposure.

This reflects the views of the Wealth Management Group
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Global equities consolidated earlier gains, while crude oil
continued to recover amid easing concerns about the impact of
the coronavirus; USD gained primarily against JPY, AUD, NZD
and Emerging Market currencies

Benchmark market performance w/w*
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Turning on the taps: China, Hong Kong, Singapore lead

The policy easing trend across Asia appears to have picked up pace,
which should help counter the economic impact of the coronavirus.
China’s commercial banks cut rates following benchmark rate cuts
earlier announced by the PBoC, and President Xi Jinping announced
measures to revive demand as he pledged to meet the government’s
annual growth target. Given the likely hit to China’s Q1 20 output, we
believe President Xi's annual target will entail more aggressive
stimulus. We expect the government to expand its budget deficit,
encourage local authorities to boost infrastructure investment and
expect the PBoC to cut bank reserve requirements. Although the PBoC
fixed the USD/CNY exchange rate above 7.00 for the first time this
year, we do not expect significant currency weakness. The next
technical resistance is at 7.07.

Elsewhere, Hong Kong and Taiwan unveiled relief packages to support
the transport, restaurant and retail and other sectors which have been
hurt by a drop in tourism and business travel. Singapore raised its
basic budget deficit to 2.3% of GDP, its highest in over two decades;
South Korean President Moon Jae-in called for unconventional policies
to stimulate the economy as the number of new local virus cases
accelerated; Thailand and Indonesia cut interest rates.

We believe the prompt response by the authorities across the region is
likely to limit the economic impact of the virus and enable economies to
bounce back by Q2 20. This leaves us bullish on Asian equities over
the next 6-12 months, with a preference for China offshore.

USD/JPY rebounds amid broad USD gains

USD/JPY broke above strong resistance near 110.50 and accelerated
to around 112.00 — levels last seen in April 2019. The continuation of
Japanese pension funds’ buying of overseas assets is likely one key
driver of the weaker JPY. Technical indicators suggest that USD/JPY
may now trade in a slightly higher range (108-113) in the near term.
The current move towards the top of this range may offer attractive
level for those borrowing in JPY to take some profits, in our view.

The nearly incessant year-to-date decline in EUR/USD has triggered a
break below key technical support near 1.0860. Support at 1.0700 is
likely the last line of defence before a re-test of Q1 17 lows between
1.0340 and 1.0500. However, the pair currently appears oversold,
making it vulnerable to a rebound. From a technical perspective, only a
break above 1.1000 would signal an end to the downtrend.

The return of risk appetite leaves us less willing to chase the gold rally
in the near term given technical resistance between 1,625/0z and
1,635/0z. Key support is at 1590/0z, though a break below may provide
an opportunity to buy the dip at around 1,550/0z.

Are Asian USD bonds at risk from the coronavirus fallout?

We remain constructive on Asian USD bonds over the next 6-12
months. After a near three-week slowdown, the sale of new bonds,
including those from China’s high yield issuers, has picked up over the
past few days. The tone remains firm as most new issuances were
notably oversubscribed, indicating sustained strong demand from
regional investors. The impact of the rising supply is also likely
mitigated by the fact that much of this is coming from sectors such as
gaming and travel, which form a relatively small share of the Asia USD
bond asset class.

This reflects the views of the Wealth Management Group

Singapore proposed increased public spending to
counter the impact of the coronavirus, raising its budget
deficit to its highest in two decades
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USD/JPY jumped to its highest level since April 2019
amid broad-based USD gains
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Asian USD bonds have been relatively resilient amid the
coronavirus outbreak
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What does this mean for investors?

Equities

Are China’s stimulus measures enough to support earnings?
President Xi Jinping pledged to maintain the government’s growth
target at a Politburo Standing Committee meeting on 15-16 February.
He highlighted 5G telecom, e-commerce, online education,
entertainment, healthcare and sports gear as drivers of consumption.
President Xi’s proposal to relax auto purchase quotas is constructive
for auto demand.

The rolling out of supportive measures has lifted sentiment towards
China equities, with the onshore CSI 300 index recovering almost all its
losses since January’s peak. The next focus is on the earnings season,
especially management guidance on the impact of coronavirus
outbreak on Q1 20 earnings. With 11.8% projected earnings growth for
the MSCI China in the next 12 months, China offshore equities, led by
the consumer sector, remain a preferred market in Asia ex-Japan.

How are Euro area earnings progressing? Almost 49% of Euro area
companies have reported Q4 19 earnings, of which 49% have beaten
expectations. Within the financial sector, 50% of the companies that
have reported have beaten expectations. The sector's earnings are
expected to have risen 8% in Q4 19, outpacing that of the broader
Euro area where expectations are for 4% growth. The announcement
of a potential merger in the Italian banking sector could kick-off
consolidation, which would be a positive as the oversupply of banks
gets rationalised. ‘European financials’ is a preferred sector.

Bonds

Will US government bond yields fall further? US 10-year Treasury
yields fell below 1.50%, heading towards September’s three-year low
of 1.46%, while German bond yields have retraced almost half their
recovery since September as the coronavirus outbreak triggered safe-
haven demand for high-quality bonds. We believe most of the dip in
yields due to concerns about the virus may be over, and yields could
rebound modestly higher. Having said that, on technical charts, the
downtrend in the US 10-year Treasury yield is likely to persist if yields
hold below the November-December highs of 1.95%-1.97%. On the
downside, there is strong support at the September low. Hence, we
would use any dip in yield as an opportunity to switch from Developed
Market (DM) government bonds to Emerging Market (EM) bonds.

FX

Are you still near-term bullish on AUD? We expect AUD/USD to be
a significant beneficiary of the expected China fiscal stimulus. Australia
is also expected to deliver domestic fiscal stimulus directed towards
reconstruction to offset the recent wildfire damage, supported by an
already accommodative monetary policy. Australian economic data
remain mixed, but the key housing sector is showing signs of a
recovery. The RBA has signalled that further rate cuts could be
considered, but expectations over timing have drifted towards Q3 20.

The recent weakness across Asian currencies has seen AUD/USD
trade to lows previously seen in 2009. However, while we believe this
move could continue in the near term, we expect at least a corrective
rally to begin soon. Support is expected between 0.6530 and 0.6600. A
rally that carries through 0.6750 would suggest a move towards 0.6900
is likely.

This reflects the views of the Wealth Management Group

China earnings are expected to rebound in 2020 after a
dip in Q1 20 caused by the economic impact of the
coronavirus outbreak

Consensus China quarterly earnings growth expectations
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Equity market technicals remain broadly positive
Technical levels of key markets as of 20 February 2020

1st 1st  Short-

Index Spot support resistance term trend
S&P500 3,373 3,320 3,450 [ )
STOXX 50 3,823 3,773 3,900 L)
FTSE 100 7,437 7,350 7,540 ?
Nikkei 225 23,479 22,860 24,100 L)
Shanghai Comp 3,030 2,900 3,125 ?
Hang Seng 27,609 27,040 28,490 ?
MSCI Asia ex-Japan 688 670 698 [ )
MSCI EM 1,104 1,073 1,118

Brent (ICE) 59 56 61 ]
Gold 1,619 1,550 1,640 L)
UST 10Y Yield 1.52 1.50 1.76 ]

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

AUD/USD has fallen to new lows; we expect support level
just below 0.6600 to hold, leading to arecovery in the
pair
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Top client questions

1 Does the recent revenue warning by Apple signal broader
risks for the US technology sector?

We believe the answer is no. While we do not seek to downplay
downside risks, the fact that the S&P500 Information Technology
sector index hit a new high this week despite outlook warnings by a
single company support our continued preference for the sector.

From a fundamental perspective, we continue to prefer the US
technology sector. The sector is expected to see strong earnings
growth of 11% in 2020, outpacing the 8% growth expected for the
S&P500. In the latest earnings season, 85% of reporting companies
beat expectations, more than other sectors.

On technical charts, the sectoral index made a fresh record high in
the past week. On weekly technical charts, the moving average
convergence divergence (MACD) indicator is at the highest level
since the 1990s. Such high levels are an indication of a stretched
market that, at the very least, could lead to some sort of a
pause/consolidation in the trend. At the moment, however, there are
no signs of an imminent pause or a reversal.

There are a few signposts that we are watching in the coming days
and weeks that could signal a pause in the rally. First, we need to
see if the sectoral index stops making new highs. Second, on the
weekly charts, the price stops ‘hugging’ the Bollinger Band — a
measure of volatility and trend. Prices ‘hugging’ the upper end of this
band imply an uptrend. Before any change in trend, the price needs
to stop ‘hugging’ the upper end of the band. As illustrated in the chart
alongside, instances where the sector index had stopped ‘hugging’
the band were either followed by sideways price action or a retreat.
Third, we need to see a stall in momentum or a peak in the MACD on
the weekly charts.

In terms of support, the 20-day moving average (DMA; now at about

1,740 and 2.4% from Thursday’s close) is important as it has
provided broad support since late 2019. The subsequent support is
at the end-January low of 1,665 (6.6% from Thursday’s close). Any

break below 1,665 could be a precursor to a broader consolidation or

retreat. However, the uptrend is likely to remain intact while the index
holds above the 200DMA (now at 1,470; about 18% from Thursday’s
close). Above this level, we would view dips as buying opportunities.

This reflects the views of the Wealth Management Group

The US technology sector has picked up momentum
amid strong earnings beats, although some technical
indicators have become stretched
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US infotech sector charts suggest the index is hugging
the upper end of a technical band; when the index
stopped testing this band previously, it led to a pause or
retreat
S&P500 infotech sector index; Bollinger bands, MACD
technical signal
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Market performance summary *

Year to date Equity | Country & Region 1 week
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-2.09% I
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5.0% us
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-1.7% Japan (Local)
-4.7% I Japan (USD) -3.9%
1.4% Australia
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Consumer Discretionary
Consumer Staples

-8.1% I Energy
-0.5% M Financial
Healthcare
Industrial
8.7%
3.69% N Materials
Telecom
7.1% Utilities
Global Property Equity /REITs
Bonds | Sovereign
0.1% DM IG Sov ereign
2.6% US Sov ereign
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Bonds | Credit
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-2.4% I Europe High Yield
2.2% Asia Hard Currency
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-4.3% Agriculture
R |
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- | . -
7.7% Industrial Metal 2.2%
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- . :
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-5.8% I AUD
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*Performance in USD terms unless otherwise stated, 2019 performance from 31 December 2019 to 20 February 2020, 1 week period: 13 February 2020 to
20 February 2020
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Economic and market calendar

Event Next Week Date Period Expected Prior
z
g GE IFO Expectations 24-Feb-20 Feb - 92.9
L|:I;_J us Conf. Board Consumer Confidence 25-Feb-20 Feb 132.3 131.6
[a)
g us New Home Sales 26-Feb-20 Jan 709k 694k
E@© M3 Money Supply yly 27-Feb-20 Jan - 5.0%
” EE Economic Confidence 27-Feb-20 Feb - 102.8
% us Durable Goods Orders 27-Feb-20 Jan P -1.5% 2.4%
= lus Cap Goods Orders Nondef Ex Air 27-Feb-20 Jan P - -0.8%
GE Retail Sales NSA yly 27-Feb-20 Jan - 1.7%
JIN Retail Sales yly 28-Feb-20 Jan -0.9% -2.6%
:: JIN Industrial Production y/y 28-Feb-20 Jan P -3.1% -3.1%
9 | GE CPI EU Harmonized yly 28-Feb-20 Feb P - 1.6%
o
L | uUs Personal Income 28-Feb-20 Jan 0.3% 0.2%
us Real Personal Spending 28-Feb-20 Jan - 0.1%
Event This Week Date Period Actual Prior
z
g JN GDP Annualized SA g/q 17-Feb-20 QP -6.3% 0.5%
L )
E E@ ZEW Survey Expectations 18-Feb-20 Feb 10.4 25.6
JN Exports 19-Feb-20 Jan -2.6% -6.3%
[a)
L%J us Housing Starts 19-Feb-20 Jan 1567k 1626k
us PPl Ex Food and Energy yly 19-Feb-20 Jan 1.7% 1.1%
% GE PPl yly 20-Feb-20 Jan 0.2% -0.2%
E CN New Yuan Loans CNY 20-Feb-20 Jan 3340.0b 1140.0b
JN Natl CPI Ex Fresh Food, Energy yly 21-Feb-20 Jan 0.8% 0.9%
JIN Jibun Bank Japan PMI Composite 21-Feb-20 Feb P 47.0 50.1
GE Markit/BME Germany Composite PMI 21-Feb-20 Feb P - 51.2
EC Markit Eurozone Composite PMI 21-Feb-20 Feb P - 51.3
I;: UK Markit/CIPS UK Composite PMI 21-Feb-20 Feb P - 53.3
¢ | EC CPI Core yly 21-Feb-20 Jan F - 1.1%
E us Markit US Manufacturing PMI 21-Feb-20 Feb P - 51.9
us Markit US Services PMI 21-Feb-20 Feb P - 53.4
us Markit US Composite PMI 21-Feb-20 Feb P - 53.3
us Existing Home Sales 21-Feb-20 Jan 5.48m 5.54m
SR G20 Saudi Arabia Summit 22-Feb-20 — 23-Feb-20 22-23 Feb
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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Kenya: This document is being distributed in Kenya by, and is attributable to Standard Chartered Bank Kenya Limited. Investment Products and
Services are distributed by Standard Chartered Investment Services Limited, a wholly owned subsidiary of Standard Chartered Bank Kenya Limited
(Standard Chartered Bank/the Bank) that is licensed by the Capital Markets Authority as a Fund Manager. Standard Chartered Bank Kenya Limited
is regulated by the Central Bank of Kenya. Malaysia: This document is being distributed in Malaysia by Standard Chartered Bank Malaysia Berhad.
Recipients in Malaysia should contact Standard Chartered Bank Malaysia Berhad in relation to any matters arising from, or in connection with, this
document. Nigeria: This document is being distributed in Nigeria by Standard Chartered Bank Nigeria Limited, a bank duly licensed and regulated
by the Central Bank of Nigeria. Pakistan: This document is being distributed in Pakistan by, and attributable to Standard Chartered Bank (Pakistan)
Limited having its registered office at PO Box 5556, I.I Chundrigar Road Karachi, which is a banking company registered with State Bank of
Pakistan under Banking Companies Ordinance 1962 and is also having licensed issued by Securities & Exchange Commission of Pakistan for
Security Advisors. Standard Chartered Bank (Pakistan) Limited acts as a distributor of mutual funds and referrer of other third party financial
products. Singapore: This document is being distributed in Singapore by, and is attributable to, Standard Chartered Bank (Singapore) Limited
(Registration No. 201224747C/ GST Group Registration No. MR-8500053-0, “SCBSL”). Recipients in Singapore should contact SCBSL in relation
to any matters arising from, or in connection with, this document. SCBSL is an indirect wholly-owned subsidiary of Standard Chartered Bank and is
licensed to conduct banking business in Singapore under the Singapore Banking Act, Chapter 19. Standard Chartered Private Bank is the private
banking division of SCBSL. IN RELATION TO ANY SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT REFERRED TO IN THIS
DOCUMENT, THIS DOCUMENT, TOGETHER WITH THE ISSUER DOCUMENTATION, SHALL BE DEEMED AN INFORMATION
MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SECURITIES AND FUTURES ACT, CHAPTER 289 (“SFA”)). THIS DOCUMENT IS
INTENDED FOR DISTRIBUTION TO ACCREDITED INVESTORS, AS DEFINED IN SECTION 4A(1)(a) OF THE SFA, OR ON THE BASIS THAT
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 (Vietham) 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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