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Recovery

Equities and other risk assets are
showing signs of fatigue after a three-
month rally. Rising COVID-19 cases in
the US could be a trigger for a short-
term pullback. We would use any
reversal as an opportunity to add to risk
assets as economic data and earnings
expectations continue to improve

A

Equities: US, European and Asia ex-
Japan benchmarks have strong
technical support around 10% below
current levels; we do not expect the
supports to break

Bonds: We would use any pullback in
risk assets to add to Emerging Market
USD and Asia USD bonds

FX: EUR/USD could see near-term
weakness as the USD bounces; 1.1030
is a strong support for the pair

— Also find out...

How the virus risks stack up Do technical charts indicate What is the short-term
against improving economic that the rally in equities is outlook for the USD?
data and rising policy support over?

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



1521738
Text Box
Recovery meets virus roadblock



Standard Chartered Bank
weekly market view | 26 June 2020

Chart of the week: Investor sentiment flagging despite strong data
____________________________________________________________________________________________________________________________|
Rising COVID-19 cases in the US has hurt investor sentiment; however, we believe the rebound in data should support the risk asset rally
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Editorial

I
Recovery meets virus roadblock

The tussle between the bulls and bears is likely to turn in favour of the
bears in the near term. Technical charts are flagging the risk of a
consolidation in risk assets in the coming weeks, and investor sentiment
has weakened. However, the S&P 500, Stoxx Europe 600 and MSCI
Asia ex-Japan equity indices will need to break through strong support
levels at around 2,767, 323 and 583, all about 10% below current levels,
for the medium-term uptrend to be challenged (see page 3 for details).

The immediate threat to the three-month long rally in risk assets is likely
the rise in COVID-19 infections to new record highs in large southern US
states such as California, Florida and Texas. The outbreak has forced
New York and other northeast states to impose quarantines on visitors
from the affected states. Meanwhile, the pandemic continues to worsen
in key Emerging Markets (EMs) such as India, Brazil, South Africa,
Mexico and Indonesia.

The good news is that Europe and north Asia appear to have
successfully prevented a second wave so far after re-opening
economies 2-3 months ago. Beijing’s reported success in bringing a new
cluster of infections under control over the past week shows the rapid
build-up of health system capacities to test, track and isolate affected
patients before cases turn into a large-scale outbreak.

We also take comfort from record stimulus measures, which are already
filtering through to an improvement in economic data and corporate
earnings expectations. Global business confidence indicators for June
(PMls) suggested a second month of recovery in economic activity from
the depths of the pandemic crisis in March-April. This supports our view
that major economies should return to growth in Q3. There are also
growing expectations of more stimulus, including in the US (see page 2).

Thus, we see a major breakdown in risk assets as a low probability
outcome. Indeed, we would view any short-term reversal as a healthy
pullback after the sharp rebound since March, opening up opportunities
to add exposure to our preferred assets: US and Asia ex-Japan equities
(with a preference for the healthcare and technology sectors), EM and
Asia USD bonds and currencies such as the EUR, AUD and GBP. Gold
remains a key hedge against risks, such as any revival of US-China
tensions in the run-up to the November US election.

Business confidence indicators (composite PMIs) in major economies
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Global equities gave back the previous week’s gains and
government bonds rose amid concerns about rising
virus cases in some US states
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*Week of 18 June 2020 to 25 June 2020

The S&P500 index has support 1.2% below current level
Technical indicators for key markets as on 25 June 2020

This reflects the views of the Wealth Management Group

1st 1st
Index Spot support resistance
S&P 3,084 3,046 3,127
STOXX 50 3,219 3,177 3,280
FTSE 100 6,147 6,074 6,270
Nikkei 225 22,475 22,307 22,596
Shanghai Comp 2,980 2,970 2,984
Hang Seng 24,651 24,472 24,868
MSCI Asia ex-Japan 653 649 658
MSCI EM 1,004 998 1,013
Brent (ICE) 41.5 40.2 43.0
Gold 1,761 1,745 1,777
UST 10Y Yield 0.68 0.66 0.70

Source: Bloomberg, Standard Chartered
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The weekly macro balance-sheet

COVID-19

Positive for risk assets Negative for risk assets

Beijing officials said a revival of
the pandemic that had resulted
in a partial lockdown of the city
has been brought “under
control”, though they had found
cases of community
transmission

US health officials warned of a
“disturbing surge” in new cases
as daily infections hit a record in
California, Florida and Texas

New York and other northeast
US states imposed 14-day
quarantines on visitors from
affected southern states. Texas
halted a phased re-opening plan
Cases in Brazil, India and South
Africa continued to rise; cases in
Australia, Germany rose again

Our view: There is growing risk of affected US states reinstating
lockdowns, though we do not expect the restrictions to be as severe as
those imposed in March-April

Macro data and events

Policy developments

Global PMIs (business
confidence indicators) jumped
for the second month in June.
Some markets/sectors (France,
UK manufacturing) signalled a
return to expansion for the first
time since the pandemic

US new home sales rose 17%
m/m in May, adding to signs of a
housing rebound; durable goods
orders rose 16% m/m in May

German IFO data showed rising
expectations for Euro area
growth in the next six months,
while Euro area consumer
confidence continued to rise

President Trump said the US-
China Phase 1 trade deal was
“fully intact”; China said earlier it
was committed to buying US
farm goods as part of the deal

IMF downgraded global growth
forecast for 2020 to -4.9% from
-3.0%; it expects India to report
its first contraction in 40 years

US existing home sales fell
9.7% m/m in May, extending its
fall for the third month in a row

German producer price yly
contraction accelerated to -2.2%

US continuing jobless claims
stayed close to 20m, though
initial claims fell for 12" week

China unveiled a blueprint for a
law that will give it tighter control
over Hong Kong'’s security

India reportedly plans to impose
tariffs on imports from China
amid a military standoff

US considering more tariffs on
USD 7.5bn imports from EU, UK

US Treasury Secretary Mnuchin
said the administration is
considering another fiscal
stimulus, which is expected to
pass Congress in July

ECB set up new liquidity facility
for non-Euro area central banks
Italy’s PM Conte said more
fiscal stimulus was needed,
focusing on infrastructure and
tax cuts

The UK mulled extending its job-
retention programme

Spain extended its loan
guarantee programme for
businesses by EUR 50bn

Fed officials Evans, Rosengren
warned a hasty re-opening of
cities risks resurgence of the
pandemic, slowing down the
economic recovery

An EU Council meeting to
discuss a proposed EUR 750bn
pandemic recovery plan funded
by debt shared among EU
members was inconclusive

UK’s Chief Brexit negotiator said
differences with EU stayed wide

RBA Governor Lowe said
growth would remain mediocre
without reforms, with rates
staying at current level for years

Our weekly net assessment: On balance, we see the continued rise in
COVID-19 cases in the US as a threat to risk assets in the near term
despite improving macro data and policy development

(+) factor: Improving PMls, IFO data; President Trump and China’s
support for a trade deal; and plans for further policy support

(-) factor: Resurgence in COVID-19 and concerns about economies re-
opening too rapidly; building disinflation pressures; and US policy risk

New COVID-19 infections hit record highs in large
southern US states and in major EMs such as Brazil,
India and South Africa

Daily new COVID-19 cases
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IMF downgraded 2020 growth forecasts for most major
economies, but still expects a growth rebound in 2021

IMF forecasts for growth in key economies for 2020, 2021
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Germany’s deepening producer prices contraction adds
to the global disinflationary trend, keeping pressure on
central banks to stimulate further

Producer price inflation in Germany, China, the US and
Japan
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Top client questions

1 What is the short-term outlook for the USD?
We currently see a window for a brief USD rally.

This implies a brief decline in EUR/USD, since the EUR is the largest
component of the DXY (USD index). The pair’s rally from 1.0770 to
1.1420 in May-June has already seen a correction back to 1.1170, but
we expect another decline to test, and likely break, this level. From a
technical perspective, if support at 1.1150-1.1170 fails to hold, we
believe the 1.1000-1.1100 level will see strong investor interest to
accumulate EUR/USD. Once this downside correction is complete, we
expect the next leg higher towards the June high and then the March
peak at 1.1490. A break above the latter would be strongly supportive
of our medium-term bullish view on EUR/USD.

Unlike the EUR, the JPY is more positively correlated with the USD.
In our view, USD/JPY will likely remain capped around 108.00 for now.
Support around 106.00 has held since mid-March, but we see a rising
risk of a move to test 105.00-105.30 if markets turn more “risk-off”.
The support level around 105 is expected to hold in the near term.

Another interesting pair to watch is EUR/JPY, where we see initial
support around 119.40 and then at 118.25. In line with our medium-
term view, we anticipate strong investment flows into EUR/JPY on
price declines for an eventual reassertion of the uptrend, initially to
124.40.

1 Do technical charts indicate the rally is over in equities?

As outlined last week, we view the recent softness in equities as a
short-term consolidation or pause in the rally. This is reinforced by
chart developments in recent days, mainly the failure to close the
bearish gap between 10 June and 11 June despite repeated attempts.
This follows a retreat from near key resistance at the 24 February high
of 3,260.

From a near-term perspective, the mid-June low of 2,966 (below the
initial support at 3046) is secondary support to watch. A break below
would be a sign of easing upward pressure, but not necessarily a
reversal. The three-month long uptrend is unlikely to reverse while the
mid-May low of 2,767 (about 10% from Thursday’s close) remains
intact. While support at 2,966 could be at risk, we assign a low
probability of 2,767 being broken. Interestingly, the American
Association of Individual Investors bullish sentiment index is now at
24, not far from the 20 mark that has been associated with rebounds
in the past.

Like its US counterpart, the Europe Stoxx 600 index attempted to
close its bearish gap between 10 June and 11 June, but retreated from
resistance at the upper edge of the gap (10 June low of 367). The mid-
June low of 345 is the immediate support to watch. A break lower
would imply the 3-month long upward pressure has faded. However,
the mid-May low of 323 (around 10% below Thursday’s close) is a vital
support for a bullish view to hold.

The MSCI Asia ex-Japan index (MXASJ) has been capped by a key
converged resistance around 665, including the 5 March high and
76.4% retracement of the January-March fall. However, only a break
below the 25 May low of 583 (about 11% below Thursday’s close)
would pose a threat to the rebound since March.

This reflects the views of the Wealth Management Group

EUR/USD has stronger support at around 1.1030, if the
immediate support near 1.1150 breaks
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The S&P500 index has support at 2,967; technical charts
suggest it will need to break below 2,767 to reverse the
3 month long uptrend
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The MSCI Asia ex-Japan index will need to break below
the 25 May low of 583 to pose a threat to the rebound
since March
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Market performance summary *

Year to date Equity | Country & Region
-6.5%

Global Equities
-13.5%

Global High Divi Yield Equities
-6.2% Developed Markets (DM)
-9.0% Emerging Markets (EM)
-3.0% us
Western Europe (Local)
Western Europe (USD)
Japan (Local)
Japan (USD)
Australia
-4.1% Asia ex-Japan
-23.6% Africa
-22.1% Eastern Europe
-33.2% Latam
-13.1% Middle East
4.8% China
-17.0% India
-1.7% South Korea
-1.4% Taiwan
Equity | Sector
Consumer Discretionary
-6.3% Consumer Staples
-33.4% Energy
-22.8% Financial
1.8% Healthcare
-14.5% Industrial
11.2% IT
-9.7% Materials
1.1% Telecom
-10.1% Utilities
-21.2% Global Property Equity/REITs -3.9%

Bonds | Sovereign
3.9% DM IG Sovereign
8.6% US Sovereign
EU Sovereign
EM Sovereign Hard Currency
EM Sovereign Local Currency
Asia EM Local Currency

Bonds | Credit
DM IG Corporates
-3.3% DM High Yield Corporates
-3.1% US High Yield
-5.9% Europe High Yield
Asia Hard Currency

Commodity
-21.3% Diversified Commaodity
-16.6% Agriculture
-48.5% Energy -4.2%
-10.5% Industrial Metal
34.8% : Precious Metal
—o%.ev0 Crude Oil

-11.8%
-13.0%
-7.7%
-6.4%
-15.5%

-2.8%
-5.0%

FX (against USD)
Asia ex-Japan
-1.9% AUD
EUR 0.1%
-6.3% . GBP 0.0%
. (]

JPY -0.2% 1
-3.3% SGD 0.2%

Alternatives
Composite (All strategies)
1.2% Relative Value
1.8% Event Driven
-6.4% Equity Long/Short
. . . -0.9%

} r . Macro CTAs
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0.5%
0.4%
r T T T Ol% T ]
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Sources: MSCI, JP Morgan, Barclays Capital, Citigroup, Dow Jones, HFRX, FTSE, Bloomberg, Standard Chartered

*Performance in USD terms unless otherwise stated, 2019 performance from 31 December 2019 to 25 June 2020, 1 week period: 18 June 2020 to 25 June 2020
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Economic and market calendar

Event Next Week Date Period Expected Prior
= | JN Retail Sales yly 29-Jun-2020 May -12.5% -13.9%
o
= |EC Economic Confidence 29-Jun-2020 Jun - 67.5
JIN Jobless Rate 30-Jun-2020 May 2.8% 2.6%
w | IN Industrial Production y/y 30-Jun-2020 May P -22.7% -15.0%
o)
F |EC CPI Core yly 30-Jun-2020 Jun P - 0.9%
us Conf. Board Consumer Confidence 30-Jun-2020 Jun 90 86.6
n | SK Exports yly 01-Jul-2020 Jun -6.4% -23.6%
w
anufacturing -Jul- un . .
= |us ISM Manufacturi 01-Jul-2020 J 485 43.1
EC PPl yly 02-Jul-2020 May - -4.5%
%: us Change in Nonfarm Payrolls 02-Jul-2020 Jun 3000k 2509k
E us Unemployment Rate 02-Jul-2020 Jun 12.3% 13.3%
us Average Hourly Earnings yly 02-Jul-2020 Jun - 6.7%
~ |CH Caixin China PMI Composite 03-Jul-2020 Jun - 54.5
X <
- 9NN Markit India PMI Composite 03-Jul-2020 Jun - 14.8
Event This Week Date Period Actual Prior
Zz )
g EC Consumer Confidence 22-Jun-2020 Jun A -14.7 -18.8
JIN Jibun Bank Japan PMI Composite 23-Jun-2020 Jun P 37.9 27.8
JIN Nationwide Dept Sales yly 23-Jun-2020 May -65.6% -72.8%
FR Markit France Composite PMI 23-Jun-2020 Jun P 51.3 32.1
w | GE Markit/BME Germany Composite PMI 23-Jun-2020 Jun P 45.8 32.3
)
F |EC Markit Eurozone Composite PMI 23-Jun-2020 Jun P 47.5 31.9
UK Markit/CIPS UK Composite PMI 23-Jun-2020 Jun P 47.6 30
us Markit US Composite PMI 23-Jun-2020 Jun P 46.8 37
us New Home Sales 23-Jun-2020 May 676k 580k
a | JN PPI Services yly 24-Jun-2020 May 0.8% 0.8%
w
= |GE IFO Expectations 24-Jun-2020 Jun 91.4 80.5
o
% us Cap Goods Orders Nondef Ex Air 25-Jun-2020 May P 2.3% -6.5%
|_
-~ |EC M3 Money Supply yly 26-Jun-2020 May - 8.3%
o <
Lo lus Personal Income 26-Jun-2020 May - 10.5%
Source: Bloomberg, Standard Chartered; key indicators highlighted in blue; *refers to Jan-Feb 2020 combined data
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 6
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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 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
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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/islamic-banking-disclaimers/ 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 Vietnam 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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