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Further US Fed Rate Cut Outlook Unclear; the US Dollar Index
May Remain High

KA B R BTSN, S n iR B4+ &

»  The US Federal Reserve (the "Fed") cut its target range for the federal funds rate by 25 basis points to 1.75% to 2.00% at its
September 17-18 meeting, as expected, but the prospect of another rate cut this year is unclear. The dollar index rose on
the day. US Treasury Secretary Stephen Mnuchin said on September 9 that China and the US had reached a "conceptual
agreement" on the enforcement mechanism for intellectual property theft (one of the two countries’ most contentious
negotiating points). In addition, Huawei stopped the lawsuit against the US on September 10 in response to the US
returning equipment to Huawei. China's finance ministry announced on September 11 that it would increase purchases of
US agricultural products and exempt 16 US products from additional tariffs. On the same day, US President Donald Trump
said he would postpone the plan of increasing tariffs on US$250 billion worth of Chinese imports until October 15. Trade
friction between China and the US is showing signs of cooling, the People's Bank of China decreased the reserve
requirement ratio for financial institutions, and the yuan at one point appreciated. The safe-haven yen depreciated and
10-year US Treasury yields rose. Oil prices jumped as much as 19% on September 14 after drone strikes on Saudi oil well
equipment cut global oil production by more than 5%. President Donald Trump authorized the use of emergency oil
reserves, cooling soaring oil prices. The dollar appreciated, the yen and the Swiss franc fell. The European Central Bank
announced at its September 12 meeting that it would cut its main deposit rate by 10 basis points to -0.5% and would buy
€20 billion in assets per month, starting from November 1. The euro fell. The odds of a no-deal Brexit on October 31 have

fallen and the pound has strengthened.

»  The US dollar index is likely to remain high after a widely divided vote at the Fed's FOMC meeting signaled uncertainty
about the Fed's future policy direction. The safe-haven yen may rise amid fears of another attack on Saudi oil wells. The
European Central Bank's decision to cut interest rates and resume quantitative easing reflects its concern about the health
of the euro zone economy. The euro may depreciate. Trade friction between China and the US has cooled slightly ahead of
trade talks between the two countries on October 1. In dollar terms, China's exports in August came below market
expectations. We believe that the market is pricing in more stimulus measures from China based on China's
weaker-than-expected economic data, and the dollar against the yuan may continue to fluctuate around the level of 7.1 in

the near future.
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Table - 1: Main Interbank Offered Rates

1 Day 1 Week 1 Month 3 Months 6 Months 1 Year
LIBOR 2.1549 1.9838 2.0570 2.1641 2.0853 2.0654
SHIBOR 2.7370 2.7090 2.7040 2.7090 2.8000 3.0450 g
N
HIBOR 0.3314 1.0788 1.9929 2.2850 2.3346 2.3436 g
Source: Guotai Junan International, Bloomberg. 5
g
2
Table - 2: Asset Prices
US 10-Y China
Date USD USD EUR GBP USD USD AUS USD Bond 10-Y Gold
Index CNY USD USD JPY CHF USD HKD . Bond Prices
Yields "
Yields
9/19 98.525 7.104 1.103 1.247 108.070 0.997 0.678 7.825 1.796 3.128 1,493.0
9/18 98.561 7.086 1.103 1.247 108.450 0.997 0.683 7.831 1.796 3.128 1,509.1
9/17 98.261 7.092 1.107 1.250 108.130 0.993 0.687 7.822 1.801 3.108 1,506.9
9/16 98.610 7.067 1.100 1.243 108.120 0.993 0.687 7.819 1.847 3.093 1,504.8
9/15 98.257 7.079 1.107 1.250 108.090 0.990 0.688 7.820 1.896 3.088 1,492.9
9/14 98.257 7.079 1.107 1.250 108.090 0.990 0.688 7.820 1.896 3.088 1,492.9
9/13 98.257 7.079 1.107 1.250 108.090 0.990 0.688 7.820 1.896 3.088 1,492.9
9/12 98.309 7.079 1.107 1.234 108.100 0.990 0.687 7.824 1.772 3.088 1,500.8
Source: Guotai Junan International, Bloomberg.
Figure - 1: Percentage Change of Asset Price
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Figure - 3: The UK Pound Against the US Dollar

EURUSD

GUOTAI JUNAN SECURITIES
Figure - 2: The Euro Against the US Dollar
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Source: Guotai Junan International, Bloomberg.
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Figure - 8: RMB Indexes Trends Figure - 9: SHIBOR Trends
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Figure - 10: HIBOR Trends Figure - 11: LIBOR Trends
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Figure - 14: Hang Seng and China Enterp. Indexes Figure - 15: S&P 500 and Dow Jones Indexes
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Figure - 16: US Dollar Index and Gold Price Figure - 17: Brent and WTI Oil Prices
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Table - 3: Upcoming Key Economic Data

Date Country Indicator Data Period  Market Consensus  Prior Value
19 Sep Euro Area ECB Current Account SA (Bn EUR) Jul n.a. 18.40 2
o
N
19 Sep UK Bank of England Bank Rate Sep 0.8% 0.8% g
S
Q
20 Sep Japan Nationwide CPI YoY Aug 0.3% 0.5% s
n
[«
20 Sep China 1-Year Loan Prime Rate Sep 4.20 4.25 -
20 Sep China 5-Year Loan Prime Rate Sep 4.80 4.85
23 Sep Japan Nikkei Japan PMI Mfg Sep n.a. 49.3
23 Sep Euro Area Markit Eurozone Manufacturing PMI Sep n.a. 47.0
Source: National Bureau of Statistics of China, Bloomberg.
Note: 1. All the forecasts in the above table are based on market consensus from Bloomberg.
2. Date of release in local time zone.
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Company Rating Definition
The Benchmark:  Hong Kong Hang Seng Index / NASDAQ Composite Index
Time Horizon: 6 to 18 months

Rating Definition

Buy SEN Relative Performance >15%;

or the fundamental outlook of the company or sector is favorable.
Accumulate 1S Relative Performance is 5% to 15%;

or the fundamental outlook of the company or sector is favorable.

Neutral e Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.

19 September 2019

Reduce YadE Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.

Sell S Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.

Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index / NASDAQ Composite Index
Time Horizon: 6 to 18 months
Rating Definition
Outperform MR Relative Performance >5%;
or the fundamental outlook of the sector is favorable.

Neutral e Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.

Underperform kNl Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.
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DISCLAIMER

This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities
(Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in research
reports, including investment banking, investment services, etc. (for example, the placing agent, lead manager, sponsor, underwriter or invest
proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or
be contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2019 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793
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