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A recovery in China’s business confidence indicators likely
portends a stabilisation of growth. Risk of a hard Brexit has
also receded. We believe these are positive for risk assets.
Equities: US Q1 earnings estimates have been revised lower,
raising the prospect of positive surprises. The MSCI China index
broke above a key resistance, helped by positive data.
Bonds: The US yield curve (10-year minus 3-month yield) has
turned positive as recession risk eases. We prefer EM USD
government bonds given the attractive risk-reward balance.
FX: The GBP stands to benefit after the parliament ruled out the
possibility of a no-deal Brexit scenario. USD/INR rose after the
RBI cut rates, but faces a tough resistance around 70.5.

What’s new?






Greenshoots in China. Hong Kong and China stocks have
broken above the key resistance to a nine-month high following
stronger-than-expected China manufacturing and services sector
business indices. Manufacturing sector new orders and new
export orders have also rebounded, suggesting a pickup in
activity in the coming months as the impact of recent stimulus
measures filter through to the broader economy. Sentiment was
also boosted by better-than-expected earnings and revenue for
2018, led by positive surprises from the consumer discretionary
sector. On technicals, the MSCI China index’s break above
December’s high of 78.0 triggered a double-bottom pattern
(given the October and January lows), implying a potential rise
towards 88.0 (around 2% above current levels). China offshore
and onshore equities remain our preferred markets in Asia.
Hard Brexit risk recedes. The UK lower House approved a bill
that ruled out Brexit without an agreement with the EU. This
likely removes from the equation arguably the biggest downside
risk. The next focus is on whether PM May seeks an extension of
the 12 April deadline for the UK to leave the EU and whether the
EU grants an extension (and by how long?). The probability of a
second Brexit referendum has risen in recent weeks as a way to
break the ongoing deadlock. The GBP has recovered from
December’s two-year lows around 1.25 to around 1.31, making it
the best-performing G10 currency YTD. It faces resistance
around 1.34, followed by 1.3630. Although we expect near-term
volatility, we remain bullish over the medium term as short
positions are reversed with fading Brexit risks.
Oil rebounds. Brent oil rebounded to a five-month high above
USD 69/bbl, as OPEC supply fell to a four-year low. Concerns
about falling Venezuelan output have also supported prices as
US restrictions tighten from May. The next focus is on whether
US waivers on sanctions against importing Iranian oil for eight
economies (including China and India) are extended beyond
May and whether US output sets new record highs. We expect
prices to range within USD 65-75/bbl in the next 6-12 months.
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What does this mean for investors?

Benchmark (USD) performance w/w*

Global equities extended gains, led by Emerging Markets, amid
better-than-expected economic data from China. EM bonds
outperformed in debt markets. Crude oil set a five-month high.

Cash
Equities

Equities: Focus on US Q1 earnings



Bonds: US yield curve turns positive again




US long-term yields likely to recover further. The difference
between the US 10-year and 3-month Treasury yields turned
positive again after briefly dipping to negative in March, as the 10year yield rebounded close to 2.53% from a 15-month low of
2.34%. Decent data and optimism around a US-China trade deal
have reduced concerns about an impending recession, lowering
expectations of a Fed rate cut this year. We believe the 10-year
yield has further to recover, given reasonably strong economic
data, and expect it to settle around 2.75% in the next 6-12
months.
Corporate and EM bond yield premiums compress. Yield
premiums across corporate bonds and EM USD government
bonds declined, given rising risk appetite. However, the
concurrent increase in US Treasury yields meant the price gains
were largely muted. Although both EM USD government and local
currency bonds delivered positive returns over the past week,
local currency bonds outperformed owing to FX gains. That said,
we retain our preference for EM USD government bonds, as we
believe they continue to offer a superior risk-reward.

FX: USD/INR rebounds after RBI rate cut


USD/INR forms a strong base around 68.35. The RBI’s 25bps
rate cut is likely to support growth, bolstering the outlook for local
equities. The pair has built a near-term base around 68.35 and
faces resistance around 70.50. Trading is likely to be choppy over
the next month during a tightly-contested general election.
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Asia and US equity market technicals are positive
Technical levels of key market indicators as on 4 April
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Source: Trading Central, Standard Chartered
Note: Arrows represent short-term trend opinions

US yield curve has turned positive again as
reasonably strong economic data eased recession
risks
Difference between US 10-year and 3-month Treasury
yields
140

Spread (bps)



2.45

Bonds

US Q1 earnings estimates revised lower, raising the prospect
of positive surprises. The US Q1 earnings season gathers pace
from 10 April. Consensus estimates from Refinitiv point to a 2.1%
y/y decline in earnings. The estimates have been revised lower
since the start of the year. However, there are signs the
downtrend may be bottoming. The low expectations mean that
the bar for positive earnings surprises is low.
US business activity indicators mixed. US manufacturing
activity (ISM manufacturing index) recovered in March from twoyear lows, led by strong gains in the employment and new orders
components. Meanwhile, the services sector indicator (ISM nonmanufacturing index) slowed further to 56.1 (from 59.7) and US
retail sales for February disappointed after a strong recovery the
month before, partly due to bad weather. Overall, the picture is
one of a moderately slowing economy, still around the longerterm trend growth. We retain US equities as a core holding.
Euro area equities boosted by hopes of stimulus
measures. The MSCI Euro area index rose to a six-month high
amid calls for further policy stimulus measures in the region. EC
President Jean-Claude Juncker said he was “slightly worried”
about Italy’s economy, urging the government for more growthboosting measures. France’s central bank governor also urged
Germany to consider fiscal stimulus amid slowing growth and
inflation. Talks of more stimulus have supported risk sentiment
and Euro area equities, led by a rebound in regional banks,
insurers and automakers. Any recovery in China’s economy
and/or a US-China trade deal could potentially provide a further
boost. Euro area equities remain a core holding for now.
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Top client questions

The US 10-year Treasury yield had declined to 15-month low in
March after making a 7-year high in October. Fears of a US
recession and concerns of a prolonged slowdown in China have
weighed on US Treasury yield. However, this month’s upbeat US
manufacturing activity data, improving credit conditions in China and
the rebound in China’s manufacturing indicators have allayed some
of those concerns. Moreover, with the US and China reportedly close
to a trade deal and the Brexit endgame likely nearing, the safehaven support for the US Treasury yield could be ebbing.
The US 10-year Treasury yield is looking deeply oversold and is now
forming a fairly strong support, which could limit its downside. There
is a support cluster at 2.25% to 2.30%, including 2.27% (the 50%
retracement of the 2016-18 rise), and the 100-month moving
average just above 2.31%. The convergence of multiple supports
raises the probability of the yield holding up at 2.25-2.3%. If there is
a further decline, we believe the next support at the late-2017 low of
2.00% is unlikely to be broken.

The US 10-year Treasury yield has a strong
support around 2.30%
US 10-year Treasury yield and 100-month moving
average
8.0
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%

Q1. What is the outlook for the US 10-year Treasury yield given
the recent declines?
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Source: Bloomberg, Standard Chartered

The slide in the yield YTD is in line with what we had outlined in our
Outlook 2019. However, the downside has exceeded our
expectations. We maintain our view of a rebound in yields to settle
around 2.75% over the next 6-12 months as near-term recession
risks appear overdone.

This reflects the views of the Wealth Management Group

3

5 April 2019 | weekly market view

Market performance summary*
Year to date

Equity | Country & Region
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9.6%
7.8%
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9.9%
10.8%
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1.8%
2.3%
3.4%
2.3%
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2.1%

Equity | Sector
Consumer Discretionary
Consumer Staples
-0.1%
Energy
Financial
Healthcare
Industrial
IT
Materials
Telecom
Utilities
-0.3%
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16.2%
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11.7%
7.7%
16.4%

21.5%
14.9%
14.1%
8.8%
15.4%

3.4%
0.8%
3.8%
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3.2%
3.2%
4.3%
3.1%
0.3%

Bonds | Sovereign

DM IG Sovereign
-0.6%
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-0.6%
EU Sovereign
-0.6%
EM Sovereign Hard Currency
EM Sovereign Local Currency
Asia EM Local Currency
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Bonds | Credit
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Commodity
7.9%
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*Performance in USD terms unless otherwise stated, YTD period from 31 December 2018 to 04 April 2019, 1 week period: 28 March 2019 to 04 April 2019
Sources: MSCI, JP Morgan, Barclays Capital, Citigroup, Dow Jones, HFRX, FTSE, Bloomberg, Standard Chartered
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Economic & Market Calendar
Event

Next Week

Date

Period

JN

BoP Current Account Adjusted

8-Apr-19

Feb P

GE

Exports SA m/m

8-Apr-19

EC

Sentix Investor Confidence

JN

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
y/y – year-on-year, m/m - month-on-month
Source: Bloomberg, Standard Chartered; key indicators highlighted in blue
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services provider under license number 44946 issued by the Financial Sector Conduct Authority of the Republic of South Africa.
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Jersey is not part of the United Kingdom and all business transacted with Standard Chartered Bank, Jersey Branch and other
Standard Chartered Group Offices outside of the United Kingdom, are not subject to some or any of the investor protection and
compensation schemes available under United Kingdom law.
Kenya: 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.
Singapore SCBSL: This document is being distributed in Singapore by, and is attributable to, Standard Chartered Bank (Singapore)
Limited (“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. IN RELATION TO ANY FIXED INCOME AND STRUCTURED
SECURITIES REFERRED TO IN THIS DOCUMENT (IF ANY), 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”). IT IS INTENDED FOR DISTRIBUTION TO ACCREDITED
INVESTORS, AS DEFINED IN SECTION 4A OF THE SFA, OR ON TERMS THAT THE SECURITIES 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 fixed income and structured securities mentioned (if any), neither this document nor the
Issuer Documentation have been, and will not be, 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. 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.
Singapore SCB, Singapore Branch: This document is being distributed in Singapore by SCB, Singapore branch only to accredited
investors, expert investors or institutional investors, as defined in the Securities and Futures Act, Chapter 289 of Singapore.
Recipients in Singapore should contact SCB, Singapore branch in relation to any matters arising from, or in connection with, this
document. In Singapore, Standard Chartered Private Bank is the Private Banking division of SCB, Singapore branch. SCB,
Singapore branch (Registration No. S16FC0027L) (GST Registration No.: MR-8500053-0) is licensed to conduct banking business
under the Banking Act, Chapter 19 of Singapore. IN RELATION TO ANY FIXED INCOME AND STRUCTURED SECURITIES
REFERRED TO IN THIS DOCUMENT (IF ANY), THIS DOCUMENT TOGETHER WITH THE ISSUER DOCUMENTATION SHALL
BE DEEMED AN INFORMATION MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SFA). IT IS INTENDED FOR
DISTRIBUTION TO ACCREDITED INVESTORS, AS DEFINED IN SECTION 4A OF THE SFA. Further, in relation to fixed income
and structured securities mentioned (if any), neither this document nor the Issuer Documentation have been, and will not be,
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, 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 (if any), 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 financial product; or (ii) an
advertisement of an offer or intended offer of any financial product. Deposit Insurance Scheme: Singapore dollar deposits of nonbank 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
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(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
Thailand: Please study the Scheme Information Documents carefully e.g. investment policy, risks, fund performance before
investing.
UAE: DIFC - Standard Chartered Bank, Dubai International Financial Centre (SCB DIFC) 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 authorized 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 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 here.
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.
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.
Market Abuse Regulation (MAR) Disclaimer
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. Banking activities may be carried out internationally by different Standard Chartered Bank branches, subsidiaries and
affiliates (collectively “SCB”) according to local regulatory requirements. Opinions may contain outright "buy", "sell", "hold" or other
opinions. The time horizon of this opinion is dependent on prevailing market conditions and there is no planned frequency for
updates to the opinion.
This opinion is not independent of SCB’s own trading strategies or positions. SCB and/or its affiliates or its respective officers,
directors, employee benefit programmes or employees, including persons involved in the preparation or issuance of this document
may at any time, to the extent permitted by applicable law and/or regulation, be long or short any securities or financial instruments
referred to in this document or have material interest in any such securities or related investments. Therefore, it is possible, and
you should assume, that SCB has a material interest in one or more of the financial instruments mentioned herein. If specific
companies are mentioned in this communication, please note that SCB may at times do business or seek to do business with the
companies covered in this communication; hold a position in, or have economic exposure to, such companies; and/or invest in the
financial products issued by these companies. Further, SCB may be involved in activities such as dealing in, holding, acting as
market makers or liquidity providers, or performing financial or advisory services including but not limited to, lead manager or colead manager in relation to any of the products referred to in this communication. SCB may have received compensation for these
services and activities. Accordingly, SCB may have a conflict of interest that could affect the objectivity of this communication.
SCB has in place policies and procedures, logical access controls and physical information walls to help ensure confidential
information, including material non-public or inside information is not disclosed unless in line with its policies and procedures and
the rules of its regulators.
Please refer to https://www.sc.com/en/banking-services/market-disclaimer.html for more detailed disclosures, including past
opinions in the last 12 months and conflict of interests, as well as disclaimers. This document must not be forwarded or otherwise
made available to any other person without the express written consent of Standard Chartered Bank.
THIS IS NOT A RESEARCH REPORT AND HAS NOT BEEN PRODUCED BY A RESEARCH UNIT.
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