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Equities: US elections and 3Q earnings season to
Key Points dominate the narratives for S&P 500

= Equities: US elections and 3Q earnings  Probability of a “blue wave” Democrats clean sweep on the rise. The chaotic presidential
season to dominate the narratives for  debate, coupled with US President Donald Trump’s mishandling of coronavirus messaging,
S&P 500 have handed Democrat Biden a clear lead in 2020 presidential race. According to
RealClearPolitics, Biden currently leads Republican Trump 51.6% vs 42% in the national

" FX: Downward pressure on DXY from poll and this constitutes a spread of 9.6 %pts (as of 9 October).

improved risk appetite was offset by
firmness in UST 10Y yield Importantly, Biden is also leading in all swing states and those which he commands a
sizeable lead include Pennsylvania, Michigan, Wisconsin, and Florida. In the senate race,
data from Predictlt show that the Democrats is also amassing a sizeable lead over the
Republicans. There is indeed a rising possibility of a Democrats clean sweep in the
upcoming elections.

= Rates: Upward drift in the implied
volatility of USD rates reflects US
elections anxiety

= Thematics: Unearthing gems in ASEAN's

L S&P 500 reacting positively to a Democrats clean sweep. Contrary to conventional
logistics industry

thinking, markets are increasingly warming up to the idea that a Democrats clean sweep

= The Week Ahead: Keep a lookout for US may turn out to be positive for risk assets given that: (a) A Democrats clean sweep reduces
change in initial jobless claims; China the likelihood of a contested election, (b) Democrats’ proposal in fiscal spending (at
gross domestic product numbers c.USD2.2t) is far larger than the package put forward by the Republicans (at c.USD1.6t),

and (c) Near-term concerns of a Biden tax hike are unfounded because should he win the
election, the initial focus will be on the pandemic.

The S&P 500 Index has rebounded substantially since late-September and we expect this
momentum to persist if the narrative for a Democratic sweep persist in the coming weeks.

3Q US earnings season in focus. A major focus for investors in the month ahead will be

the US earnings season. Several major banks will be announcing this week (ending 16

October) and that include JPMorgan Chase (JPM US) and Bank of America (BAC US). We

expect third quarter earnings to display “bifurcation” - with sectors that managed to re-

open successfully (post-lockdown) to register stronger numbers than those that did not.
Global cross assets Meanwhile, management guidance will be scant given uncertainties over the coronavirus
Returns of cross assets around the world pandemic and fiscal stimulus in the US.
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Dylan Cheang | Strategist
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Figure 2: DXY holding its ground FX DXY dyna mi CS

DXY

105 The US Dollar Index (DXY) held its ground around 93. The downward pressure on the

DXY from improved risk appetite was offset by the firmness of the US 10Y treasury yield
at 0.77% from higher US equities. Gold prices edged lower to USD1923/0z from
USD1930 last Friday (9 October), as it lost some allure as a hedge against election-related
volatility amidst lower inflation expectations. Consensus expects tonight's US Consumer
Price Index (CPI) to slow to 0.2% m/m in September from 0.4% a month earlier.
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> The downward momentum in the two major USD indices for Developed Markets and

Emerging Asia have been stalled by their largest components, EUR and CNY, respectively.
European Central Bank (ECB) Vice President Luis de Guindos warned yesterday that high
frequency data have signalled a loss in momentum in the Eurozone's recovery. Today's
ZEW Survey will provide a first glimpse on how the coronavirus resurgence has weighed
on European Union (EUYs growth prospects in 4Q. Consensus expects ZEW to improve
85 to 74.1 in October from 73.9 a month earlier. The ECB is dovish and weighing if more
sep-15 sep-17 sep-19 easing will be required in December. Against this background, the ECB still considers EUR
strength a hurdle to achieving its inflation mandate. Hence, the dampened EU outlook

does not favour a higher but a lower EUR/USD below 1.18.

90

CNY was the worst performing currency on Monday; it shed 0.8% to 6.7459 per USD. The
surprise decision by the People’s Bank of China to cut the reserve requirement to 0%
from 20% for some FX forwards trading came after the strong 1.6% rise in CNY last Friday,
the day China's markets returned from its Golden Week holiday. China is vigilant against
a new COVID-19 outbreak from the 600m domestic trips made during this eight-day
holiday. Despite the upside surprises in exports, there is little room for complacency
because of the coronavirus resurgence in its best performing markets, the US and the
Eurozone. The 7% appreciation in CNY from late May to early October could be justified
by the growth rebound to +11.5% g/g sa in 2Q from -10.0% in 1Q. Looking ahead,
consensus expects growth to slow to 3.1% and 2.0%, respectively, in 3Q and 4Q, and with
CPI inflation also projected to return below 2% y/y, it probably makes sense for CNY to
digest the strong gains of the past months. A weaker CNY is likely to weigh on commodity
currencies especially AUD.

Philip Wee | Strategist

Figure 3: Implied volatility on the rise RateS: Rates are wa klﬂg Up

—— USD Swaption Forward

190 Premium 1M10Y Implied volatility in USD rates have been drifting higher over the past few weeks,

reflecting some anxiety on the US elections. Notably, the 1M10Y ATM swaption premium

has risen to 160, from around 98 at the end of September. Current levels are slightly

elevated compared to the five-year average (and higher than where we were just before

US President Donald Trump won in 2016) as market participants price in an increased

150 probability of a Democrat sweep. US Treasuries have also bear steepened accordingly
as a slight reduction in election uncertainty and increased odds that another sizable fiscal
stimulus gets announced.

130
We remain in the pay on dips camp for USD rates but acknowledge that further
"o steepening may prove difficult in the immediate term. As mentioned previously, there
are still three hurdles - fiscal stimulus, elections, and the COVID-19 vaccine - that are still
unresolved and are unlikely to be resolved until the end of the year. Even if polls are
%0 showing that Biden has a significant lead over Trump, it would still depend on the Senate
Apr-20 Jul-20 0ct20 elections and whether either candidate would concede when the results are largely

known. The risk of a constitutional crisis is non-negligible, and we doubt that the market
would dare to price in too high of a probability that Biden would win at this point. Upside
to longer-term rates would probably be more apparent towards the end of the year and
early 2021.

Eugene Leow | Strategist
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Thematics: Unearthing gems in ASEAN's logistics

industry
= ASEAN offers the right recipe to fuel ASEAN offers the right recipe to fuel an explosive growth in e-Commerce. ASEAN's rising
an explosive growth in e-Commerce affluence and sizeable and young population are key factors that make it one of the most

attractive consumer markets. With the population increasingly plugged in to the digital
economy and with high mobile penetration rates, e-Commerce players are also casting an
eye on the immense growth potential that the region offers. DBS Group Research views
Indonesia, Vietnam, the Philippines, and Thailand as key countries to benefit from this
= Strategic shifts in manufacturing trend.
value chains will see rise of hubs in
Vietnam, Indonesia, and Thailand

= The above will, in turn, drive long-
term growth in the region’s logistics
industry

“China + 1" strategy will accelerate the manufacturing shift to Southeast Asia. Growing
geopolitical tensions between China and the US has fuelled a strategic shift in
= Singapore and Malaysia remain key manufacturing and logistics value chains to Southeast Asia. ASEAN's lower labour cost, as

logistics hubs well as growing market, are drawing multinational companies to further invest in growing
their presence in the region. Singapore and Malaysia will remain as key hubs given their
established trade and logistics networks, but we see a long runway of growth in the
manufacturing hubs in Vietnam, Thailand, and Indonesia - thanks to significant
government infrastructure investments to boost accessibility over time.

Plenty of room and opportunities for the logistics sector to flourish in ASEAN. Singapore,
Malaysia, and Thailand will continue to support ASEAN's growth while up-and-coming
cities/areas for logistics investment would include Vietnam (North and South Key
Economic Zones) and Indonesia (Jakarta, Greater Jakarta, and Borneo). The Indonesian
and Vietnamese governments’ commitment to invest in infrastructure projects will make
them more attractive for foreign direct investments and boost the logistics sector.
Companies that have a large exposure to the logistics sector in the core ASEAN markets
of Singapore, Malaysia, and Thailand, such as Mapletree Logistics Trust (MLT SP),
Westports (WPRTS MK), ESR Cayman (1821 HK), AMATA (AMATA TB), Hermaraj REIT (HREIT
TB), and WHA Premium REIT (WHART TB), are wellplaced to ride on this growth story.

Dale Lai | Analyst Paul Yong | Analyst
Siti Ruzanna Mohd Faruk | Analyst Chanpen Sirithanarattanakul | Analyst
Derek Tan | Analyst Thailand Research Team

Figure 5: SEA e-Commerce market size: Expected to grow with CAGR of

Figure 4: GDP Growth of ASEAN-5 vs global GDP 34% reaching USD102b in 2025

—— ASEAN-5

100 World Output 120
80 Emerging and Developing Asia 102
74 100
6.0 6.2
54
4.0 80
2.0 60 (}\(ﬁ
0.0
40
- A%
2.0 y
20
10.9
-6.0 0
2018 2019 2020 2021 2015 2017 2018 2025
Source: IMF Source: Google/Temasek Study

BDBS | &hies




CIO Markets Watch

Global Cross Assets YTD Returns Global Sector YTD Returns
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Global Equity Valuation US Corporate Spreads
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Bloomberg Barclays Global Agg Credit Avg OAS
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82001 2004 2007 2010 2013 2016 2019 O‘SZOWO 2012 2014 2016 2018 2020
Index Returns Prices & Spreads
| Jiweek| M | QD | viD [ | Spot | 2020 | 1Q20 [4Q19|
S&P 500 3.7% 5.1% 5.1% 9.4% Fed Funds Target 0.25 0.25 0.25 0.25
NASDAQ 4.8% 6.3% 6.3%  32.4% ECB Main Refinancing Rate 0.00 0.00 0.00 0.00
Stoxx Europe 600 4.2% 9.4% 9.4% -1.2% BOJ Policy Balance Rate -0.10 -0.10 -0.10  -0.10
DAX 2.0% 3.3% 33% -10.3% US Treasury 10-yr 0.78 0.69 0.66 0.67
Nikkei 225 1.1% 1.6% 1.6% -0.4% Japanese Govt Bond 10-yr 0.03 0.01 0.02 0.01
MSCI WORLD 3.1% 4.7% 4.7% 5.1% German Bunds 10-yr -0.55 -0.52 -046  -047
MSCI ACWI 3.2% 4.7% 4.7% 4.7%
MSCI Asia ex-Japan 4.3% 5.4% 5.4% 9.1% US Agg Corporate Spread 1.26 1.36 1.50 2.72
MSCI EM 4.2% 5.1% 5.1% 2.0% US Corporate HY Spread 4.69 5.17 6.26 8.80
HSCEI 4.6% 5.1% 51%  -11.5% Euro Agg Corporate Spread 1.16 1.23 1.53 2.41
SHCOMP 4.4% 4.4% 44%  10.1% EM USD Agg Spread 3.16 334 3.93 6.19
Hang Seng 3.7% 5.1% 51%  -12.6%
Straits Times 1.4% 3.5% 3.5% -20.8% US Dollar Index (DXY) 931 93.9 97.4 99.0
EUR/USD 1.18 1.17 1.12 1.10
Barclays Global Aggregate 0.4% 0.4% 0.4% 6.2% USD/JPY 105.3 1055 1079 107.5
Barclays US Aggregate 0.1% -02%  -0.2% 6.6% USD/CNY 6.7 6.8 7.1 7.1
Barclays US High Yield 0.8% 1.4% 1.4% 2.0%
Barclays Euro Aggregate 0.4% 0.5% 0.5% 3.3% WTI Ol 39 40 39 20
Barclays Euro High Yield 0.6% 1.2% 1.2% -2.3% London Metal Exchange (LMEX) 3037 2968 2682 2335
JPM EMBI Global 1.1% 1.4% 1.4% 1.7% TR/CC CRB Commodity 150 149 138 122
JPM EMBI Global Diversified 1.3% 1.4% 1.4% 2.0% Gold 1923 1886 1781 1577

Live more,

Bank less




ClO Economics Watch

US Economic Surprise Index Asia Pacific Economic Surprise Index

US Economic Surprise Index

Median 80 ——— Asia Pacific Economic Surprise Index
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Initial Jobless Claims (US) 15-Oct  Oct 825k 840k Industrial Production m/m (JP) 14-Oct  Aug - 1.70%
CPIm/m (US) 13-Oct  Sep 0.20% 0.40% GDP y/y (CN) 18-Oct 3Q 5.50% 3.20%
CPly/y (EV) 16-Oct  Sep  -0.30% -0.30% CPly/y (CN) 14-Oct  Sep 1.90% 2.40%
U. of Mich. Sentiment (US) 16-Oct  Oct 80.5 80.4 Non-oil Domestic Exports y/y (SG)  15-Oct  Sep  11.50%  7.70%
MBA Mortgage Applications (US) ~ 14-Oct  Oct - 4.60% Tertiary Industry Index m/m (JP) 15-Oct  Aug 1.50%  -0.50%
Retail Sales Advance m/m (US) 16-Oct  Sep  0.80% 0.60% PP1y/y (CN) 14-Oct  Sep -1.80%  -2.00%
Industrial Production m/m (US) 16-Oct  Sep  0.60% 0.40% GDP y/y (SG) 13-Oct  3Q -6.80% -13.20%
PPI Final Demand m/m (US) 14-Oct  Sep  0.20% 0.30% Industrial Production y/y (CN) 18-Oct  Sep  5.80% 5.60%

Disclaimers and Important Notice

This information herein is published by DBS Bank Ltd. (“DBS Bank") and is for information only. This publication is intended for DBS Bank and its subsidiaries or affiliates (collectively “DBS") and clients
to whom it has been delivered and may not be reproduced, transmitted or communicated to any other person without the prior written permission of DBS Bank.

This publication is not and does not constitute or form part of any offer, recommendation, invitation or solicitation to you to subscribe to or to enter into any transaction as described, nor is it
calculated to invite or permit the making of offers to the public to subscribe to or enter into any transaction for cash or other consideration and should not be viewed as such

The information herein may be incomplete or condensed and it may not include a number of terms and provisions nor does it identify or define all or any of the risks associated to any actual
transaction. Any terms, conditions and opinions contained herein may have been obtained from various sources and neither DBS nor any of their respective directors or employees (collectively the
'DBS Group”) make any warranty, expressed or implied, as to its accuracy or completeness and thus assume no responsibility of it. The information herein may be subject to further revision,
verification and updating and DBS Group undertakes no responsibility thereof.

All figures and amounts stated are for illustration purposes only and shall not bind DBS Group. This publication does not have regard to the specific investment objectives, financial situation or
particular needs of any specific person. Before entering into any transaction to purchase any product mentioned in this publication, you should take steps to ensure that you understand the
transaction and has made an independent assessment of the appropriateness of the transaction in light of your own objectives and circumstances. In particular, you should read all the relevant
documentation pertaining to the product and may wish to seek advice from a financial or other professional adviser or make such independent investigations as you consider necessary or
appropriate for such purposes. If you choose not to do so, you should consider carefully whether any product mentioned in this publication is suitable for you. DBS Group does not act as an adviser
and assumes no fiduciary responsibility or liability for any consequences, financial or otherwise, arising from any arrangement or entrance into any transaction in reliance on the information
contained herein. In order to build your own independent analysis of any transaction and its consequences, you should consult your own independent financial, accounting, tax, legal or other
competent professional advisors as you deem appropriate to ensure that any assessment you make is suitable for you in light of your own financial, accounting, tax, and legal constraints and
objectives without relying in any way on DBS Group or any position which DBS Group might have expressed in this document or orally to you in the discussion.

If this publication has been distributed by electronic transmission, such as e-mail, then such transmission cannot be guaranteed to be secure or error-free as information could be intercepted,
corrupted, lost, destroyed, arrive late or incomplete, or contain viruses. The sender therefore does not accept liability for any errors or omissions in the contents of the Information, which may arise
as a result of electronic transmission. If verification is required, please request for a hard-copy version. This publication 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 locality, state, country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation

Dubai International Financial Centre: This publication is distributed by the branch of DBS Bank Ltd operating in the Dubai International Financial Centre (the “DIFC") under the trading name “DBS
Vickers Securities (DIFC Branch)” (“DBS DIFC"), registered with the DIFC Registrar of Companies under number 156 and having its registered office at units 608 - 610, 6th Floor, Gate Precinct Building
5, PO Box 506538, DIFC, Dubai, United Arab Emirates. DBS DIFC is regulated by the Dubai Financial Services Authority (the “DFSA”) with a DFSA reference number FO00164. For more information on
DBS DIFC and its affiliates, please see http://www.dbs.com/ae/our--network/default.page.

If you have received this communication by email, please do not distribute or copy this email. If you believe that you have received this e-mail in error, please inform the sender or contact us
mmediately. DBS DIFC reserves the right to monitor and record electronic and telephone communications made by or to its personnel for regulatory or operational purposes. The security, accuracy
and timeliness of electronic communications cannot be assured. While DBS DIFC implements precautions against viruses, DBS DIFC does not accept any liability for any virus, malware or similar in
this email or any attachment. This publication is provided to you as a Professional Client or Market Counterparty as defined in the DFSA Rulebook Conduct of Business Module (the “COB Module”),
and should not be relied upon by any client which does not meet the criteria to be classified as a Professional Client or Market Counterparty under the DFSA rules.

Hong Kong: This publication is distributed by DBS Bank (Hong Kong) Limited (CE Number: AAL664) ("DBSHK") which is regulated by the Hong Kong Monetary Authority (the "HKMA") and the Securities
and Futures Commission. In Hong Kong, DBS Private Bank is the private banking division of DBS Bank (Hong Kong) Limited

DBSHK is not the issuer of the research report unless otherwise stated therein. Such research report is distributed on the express understanding that, whilst the information contained within is
believed to be reliable, the information has not been independently verified by DBSHK.

Singapore: This publication is distributed by DBS Bank Ltd (Company Regn. No. 196800306E) (“DBS") which is an Exempt Financial Adviser as defined in the Financial Advisers Act and regulated by
the Monetary Authority of Singapore (the “MAS").

Thailand: This publication is distributed by DBS Vickers Securities (Thailand) Co., Ltd. (‘DBSVT").

United Kingdom: This publication is distributed by DBS Vickers Securities (UK) Ltd of Paternoster House, 4th Floor, 65 St Paul's Churchyard, London EC4M 8AB. ("DBS Vickers UK") which is authorised
and regulated by the Financial Conduct Authority (the “FCA").
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