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7 June: EUR strengthened as ECB delivered a hawkish cut

ECB raised inflation forecasts and highlighted concerns over elevated wage growth
Muted US markets ahead of NFP; data continued to echo a cooling but resilient job market
Japan recorded its first yearly household spending growth in 14 months amidst wage hike deal

Trading in the US equity markets was more muted as traders were largely

Key Market Metrics

reluctant to make big bets ahead of today’s nonfarm payrolls (NFP) report Level did (%)
for May. The three major indices closed mixed, with the S&P and Nasdaq Equities
dragged by technology stocks like Nvidia and Apple. Gains in other sectors, Dow Jones 38,886.17 0.20
nonetheless, negated the damage. Consumer stocks rose following positive  sgp 500 5,352.96 -0.02
earnings results from Lululemon Athletica and J.M Smucker, while the naspaq 17,173.12 -0.09
communication services group also gained, supported by Alphabet. Stoxx Eur 600 524.68 0.66
Stoxx Eur 600 closed up 0.7% d/d and just shy of record after the ECB took ¢t 109 8,285.34 0.47
the historic step of cutting rates before the Fed. All major bourses and most Nikkei 225 38,703.51 0.55
sectors traded in the green, with banking and healthcare stocks e 3,502.25 0,07
outperforming while real estate and utilities were the laggards. Asian stocks S 18,476.80 0.28
also rose before the cut, with softer US labour market data also fuelling
hopes that the Fed might follow suit, further boosting market sentiment. Straits Times 3330.81 vz
Similar to the equity markets, trading in Treasuries were also muted and KLCI 30 1T o
yields closed just slightly up between 0-1bps across the curve. The 2Y yield
closed the day at 4.72% and the 10Y at 4.29%. With the exception of the UK EX
gilts, 10Y Europeans bond yields rose in tune to 1-5bps after ECB delivered a  Pollarindex foa10 016
relatively hawkish cut. EUR/USD 1.0890 019
The Dollar traded weaker against all of its G10 peers amid positioning ahead ~ GBP/USD Ll 0.03
of today’s NFP, sending DXY down 0.2% d/d to 104.10. CHF, JPY and NOK led ~ USD/JPY 185.61  -0.32
gains (0.3-0.5% d/d) against the greenback while EUR strengthened 0.2% d/d ~ AUD/USD 0.6666 0.27
to 1.0890 after ECB lowered its policy rate but raised its inflation forecasts. USD/CNH 7.2593 0.00
Regional currencies also mostly strengthened against the Dollar save for the  usp/myRr 4.6950 -0.06
INR. CNH closed flat at 7.2593, while MYR and SGD appreciated 0.1-0.2% d/d  ysp/sGD 1.3458 -0.22
to 4.6950 and 1.3458 respectively.
Crude oil prices gained for the second day after OPEC ministers said that the  commaodities
group retains the option to pause or reverse the production path to prevent .o, ($/bbl) 75.55 2.00
the market from being oversupplied. Also supporting prices were Russia’s g at ($/bbl) 79.87 1.86
deputy prime minister’s Fomment that Russia will pare output to make up Gold ($/02) 2,370.30 0.69
for exceeding quotas earlier this year. Copper ($&/MT) 10,149.00 2 28
ECB lowered policy rates by 25bps, raised inflation forecasts Aluminum(5/MT) 2/647.%0 oo
CPO (RM/tonne) 3,944.50 -0.19

As widely expected, the European Central Bank (ECB) lowered the three key
policy rates by 25bps. With this, the interest rates on the main refinancing
operations, the marginal lending facility and the deposit facility will fall to
4.25%, 4.50% and 3.75% respectively. Key highlights include: 1) ECB said that
domestic price pressures remain strong as wage growth is elevated, and
inflation is likely to stay above target well into next year. With this, the ECB
revised its projections for both headline and core inflation upwards to 2.5%
in 2024, 2.2% in 2025 and 1.9% in 2026 (for headline) and 2.8% in 2024, 2.2%
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in 2025 and 2.0% in 2026 for core inflation. 2) Economic growth is expected
to pick up to 0.9% in 2024, 1.4% in 2025 and 1.6% in 2026. 3) Risks to growth
are balanced in the near term but tilted to the downside over the medium
term due to the trade tensions between major economies and potentially, a
weaker global economy. 4) President Christine Lagarde refrained from giving
clear forward guidance at the press conference. The statement said that
policy decisions will “follow a data-dependent and meeting-by-meeting
approach.” 5) With the ECB striking a more cautious note on wage growth in
this statement, this suggests that the next rate cut may only materialize in
September, as pencilled in the OIS.

Meanwhile, retail sales continued to slump in the Euro area, falling more
than expected by 0.5% m/m in April (Mar: +0.7% m/m) as consumers
continued to struggle with elevated inflation and interest rates.

Jobless claims increased in the US, hiring announcements fell but
employers also announced less job cuts

Thursday’s labour report echoed earlier data showing a cooling-but-resilient
labour market. Jobless claims increased more than expected by 8k to 229k
for the week ended June 1 (May 25: +5k), while continuing claims rose 2k to
1792k the week prior (May 18: 3k). According to Challenger Gray &
Christmas, hiring announcements slid to its lowest in a decade in May, but
employers also announced less job cuts during the month at 63.8k (-1.5%
m/m and -20.3% y/y vs -28.3% m/m and -3.3% y/y). Again, the technology
sector continues to lead all industries in job cut announcements in May,
followed by auto, energy and aerospace/defense as companies grappled
with new technologies, Al, new competition, legislation requiring energy
efficiency, and consumer demand. Labor disputes have also impacted
operations. Meanwhile, consumer-facing sectors like entertainment/leisure,
retail and apparel are also feeling the pinch of rising costs and consumers’
tightening their spending.

Trade deficit widened more than expected to its largest since October 2022
on a surge in imports of goods, including motor vehicles, computers and
industrial supplies. Trade deficit grew to $74.6bn in May (Apr: -$68.6) as
imports jumped 2.4% m/m to its highest since mid-2022, outpacing export
growth of +0.8% m/m (Mar: -1.5% m/m and -1.7% m/m). As it is, trade gaps
may continue to drag on 2Q GDP growth, as imports may stay elevated given
the resilient US consumer spending, while softer overseas economies could
restrain exports.

UK’s 1Y inflation expectations held steady at 2.9%

The DMP’s 1Y CPI expectations unexpectedly remained unchanged at 2.9%
in May, but fell 0.1ppt to 2.6% for 3Y ahead. With firms expecting output
costs to moderate going forward, this should help to contain inflationary
pressure as well.

Australia’s lending for home loans rose strongly, trade surplus widened

A mixed string of data from Australia in our opinion. Lending for home loans
continued to rise strongly and by more than expected by 4.8% y/y in April
(Mar: +3.8% y/y), with lending to investors continuing to outpace owner-
occupiers, driven by increasing loan sizes. This likely reflects expectations of
higher rental yields and the greater borrowing capacity of investors.
Meanwhile, the trade surplus widened more than expected to A$6.5bn in
April (Mar: AS4.8bn), but this was only because imports took a dive after
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several months of gains, in line with softer demand. Imports plunged 7.2%
m/m (Mar: +4.2% m/m) due to processed industrial supplies, though exports

also fell 2.5% m/m (Mar: 0.6% m/m) due to metal ores and minerals.

Japan’s household spending registered its first growth in 14 months

e Matching expectations, household spending rebounded and recorded its first
growth in 14 months at +0.5% y/y in May. This followed April’s -1.2% vy/y,
and the latest sign that the virtual cycle linking rising wages to consumer
spending and inflation, long sought by the central bank may be starting to

emerge.

House View and Forecasts

FX This Week 2Q-24 3Q-24 4Q-24 1Q-25
DXY 103-107 105.43 105.56 103.45 101.38
EUR/USD 1.06-1.10 1.06 1.05 1.06 1.06
GBP/USD 1.25-1.29 1.24 1.22 1.23 1.24
usD/JPY 154-159 152 149 146 143
AUD/USD 0.64-0.68 0.65 0.65 0.65 0.66
USD/MYR 4.67-4.73 4.73 4.68 4.64 4.57
USD/SGD 1.33-1.37 1.35 1.35 1.34 1.33
Rates, % Current 2Q-24 3Q-24 4Q-24 1Q-25
Fed 5.25-5.50 5.25-5.50 5.25-5.50 5.00-5.25 4.50-4.75
ECB 4.25 4.25 3.75 3.50 3.50
BOE 5.25 5.25 4.75 4.50 4.50
BOJ 0-0.10 0-0.10 0-0.10 0-0.10 0-0.10
RBA 4.35 4.35 4.35 4.10 4.10
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
7-June IN Leading Index CI (Apr P) 112.2
EC GDP SA QoQ (1Q F) 0.30%
US Change in Nonfarm Payrolls (May) 175k
US Average Hourly Earnings MoM (May) 0.20%
US Average Weekly Hours All Employees (May) 343
CH Exports YoY (May) 1.50%
10-June JN GDP SA QoQ (1Q F) -0.50%
JN Bank Lending Incl Trusts YoY (May) 3.10%
MA Manufacturing Sales Value YoY (Apr) 1.40%
MA Industrial Production YoY (Apr) 2.40%
IN Eco Watchers Survey Outlook SA (May) 48.5
MA Foreign Reserves $113.3b
EC Sentix Investor Confidence (Jun) -3.6
US NY Fed 1-Yr Inflation Expectations (May) 3.26%

Source: Bloomberg

$ HonglLeong Bank

Hong Leong Bank Berhad

Fixed Income & Economic Research, Global
Markets

Level 8, Hong Leong Tower

6, Jalan Damanlela

Bukit Damansara

50490 Kuala Lumpur

Tel: 603-2081 1221

Fax: 603-2081 8936

HLMarkets@hlbb.hongleong.com.my



mailto:HLMarkets@hlbb.hongleong.com.my

$ HonglLeong Bank

DISCLAIMER

This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any
particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer or
solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a part of
any contract or commitment whatsoever.

The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be reliable
and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or suitability of the
data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the opinion of HLBB or any of
the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without notice and the opinions do not
necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update this report or to otherwise notify a
reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or estimate set forth herein, changes or
subsequently becomes inaccurate.

HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by reason of
negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising out of, contained
in or derived from or omission from the reports or matter.

Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. These
entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other activities for
their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their own account or for
the account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with its business activities, may
possess or acquire material information about the financial instruments. Such activities and information may involve or have an effect on the financial
instruments. HLB Group have no obligation to disclose such information about the financial instruments or their activities.

The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts made
in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this report are
based on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be construed as a
representation that the matters referred to therein will occur. Any projections or forecasts mentioned in this report may not be achieved due to
multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of complete and accurate
information. No assurance can be given that any opinion described herein would yield favourable investment results. Recipients who are not market
professional or institutional investor customer of HLBB should seek the advice of their independent financial advisor prior to taking any investment
decision based on the recommendations in this report.

HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses,
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB does
not accept responsibility whatsoever for any such material, nor for consequences of its use.

This report 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 state,
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the use
of the addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any purpose,
without the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain countries. Persons
into whose possession this report may come are required to inform themselves about and to observe such restrictions. By accepting this report, a
recipient hereof agrees to be bound by the foregoing limitations.




