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Global Markets Research
1 Jul: Trade talks and megabill progress in focus

S&P500 and Nasdaq surged to record highs amid continued trade deal optimism
UST yields fell on Fed rate cut expectations; USD weakened against all G10s
US and Japan data disappointed; China PMIs improved more than expected
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lead with a 0.9% d/d gain. The AUD rallied 0.8% d/d to a 7-month Source: Bloomberg, HLEB Global Markets Research
high at 0.6581, the EUR rose 0.6% d/d to 1.1787, its highest since * Closing as of 26 June for CPO
Sep-21, while the sterling posted a modest gain of 0.1% on the
day to 1.3732 vs the USD, also near a 4-year high.
« Meanwhile, major Asian currencies traded mixed on the last
trading day of June. PHP, MYR and SGD led the gains but TWD,
IDR and THB led losses. The MYR strengthened 0.5% d/d to




4.2102 vs the USD, the SGD rose 0.3% d/d to 1.2716 while the CNH
gained 0.2% d/d to 7.1574.

Oil prices settled the day mixed as investors continued to weigh
potential OPEC+ output increases. WTI slipped 0.2% d/d to
US$64.97/ barrel while the Brent crude rebounded to increase
0.5% d/d to US$67.63/ barrel.

Disappointing regional activity indices in the US reaffirmed
slowing growth outlook

Chicago PMI unexpectedly pulled back to 40.4 in June (May: 40.5),
against expectation for a pick-up to 43.0. This marked its 3
straight month of retreat and the big miss suggested business
activities failed to recover as expected. Business barometer, new
orders, employment, and production all weakened and
remained contractionary.

Meanwhile, Dallas Fed manufacturing index narrowed less than
expected to -12.7 in June (May: -15.3), and continued to see
negative print for a 5% straight month suggesting underlying
sluggishness in business activity. However, the slight narrowing
in the negative reading was due to smaller contraction in
company outlook, new orders, as well as upticks in production,
prices paid, and employment.

UK final 1Q GDP and mortgage approvals pointed to resiliency in
the UK economy

Final 1Q GDP growth was left unrevised at +0.7% q/q and +1.3%
yly (4Q: +0.1% q/q and +1.5% y/y), as an upward revision in
private consumption (from +0.2% to +0.4% q/q) was offset by
downward revision in investment (from +2.9% to +2.0% q/q),
suggesting the UK economy was still chugging along
underpinned by continued albeit varying growth across most of
the sectors, except for the decline in government spending.

In a separate release, mortgage approvals picked up more than
expected to 63.0k in May (Apr: 60.7k revised). This marked its first
month-on-month increase since December although it remained
shy of the 64-65k levels seen at the beginning of the year, which
was somewhat distorted by the April stamp duty deadline. It was
also believed that recent changes to mortgage affordability
assessment could have lent some support to demand for
mortgages.

Japan industrial production and housing starts both surprised on
the downside

Industrial production rebounded albeit at a less than expected
pace to +0.5% m/m in May (Apr: -1.1% m/m) but unexpectedly
contracted 1.8% y/y during the month, bucking expectations for
a pick-up to +1.6% y/y, from April’s +0.5% y/y increase. Higher US
tariffs are hitting Japanese producers and exporters, and the still

$ HonglLeong Bank




murky trade policies will continue to dampen growth outlook in
the foreseeable future.

Housing starts also surprised on the downside, registering a
deeper than expected contraction of 34.4% y/y in May (Apr: -
26.6% y/y), its worst fall since 2009. The decline was evident
across the board from owner occupied to housing for sale and
housing for rent, underscoring sluggishness in the Japanese
housing market.

Bigger than expected pick-up in China PMIs signalling growth is
on the mend

Composite PMIinched up 0.3ppt to 50.7 in June, thanks to bigger
than expected improvement in both the manufacturing (49.7 vs
49.5) and services (50.5 vs 50.3) activities. While the
manufacturing PMI remained contractionary for the 37 straight
month, it has been slowly inching up from the low seen in April,
indicating firming traction from the initial sharp pullback from
tariff angst. This added on to expectations that the China
economy will be able to weather the trade policy uncertainties
well.

Australia inflation expectations rebounded on a monthly basis
but eased on an annual comparison

Melbourne Institute inflation gauge rebounded to eke out a
marginal 0.1% m/m increase in June, suggesting the 0.4% m/m
decline in May was just a blip. This inflation gauge which is also
a proxy to cost of living signals inflation remains generally
muted, reinforced by the back-to-back moderation from 2.6% y/y
to 2.4% y/y in the month under review, which was its lowest in
four months, keeping the RBA’s gradual easing path intact.

House View and Forecasts

FX This Week 2Q-25 3Q-25 4Q-25 1Q-26
DXY 95.50-98.50 99.36 98.60 97.69 96.58
EUR/USD 1.15-1.19 1.14 1.16 1.18 1.19
GBP/USD  1.35-1.39 1.34 1.34 1.35 1.36
USD/CHF  0.78-0.81 0.83 0.84 0.84 0.85
USD/JPY 142-147 144 146 145 142
AUD/USD  0.64-0.67 0.65 0.65 0.65 0.66
NZD/USD  0.59-0.62 0.60 0.60 0.59 0.60
USD/CNY  7.15-7.19 7.06 7.13 717 7.10
USD/MYR  4.20-4.26 4.20 4.24 4.24 4.20
USD/SGD  1.26-1.29 1.28 1.30 1.31 1.30
USD/THB  32.10-33.10 32.70 33.00 33.10 32.70
Rates, % Current 2Q-25 3Q-25 4Q25 1Q26
Fed 4.25-4.50 4.25-450  4.00-4.25  3.75-4.00 3.50.-3.75
ECB 2.00 2.00 2.00 2.00 2.00
BOE 4.25 4.25 4.00 3.75 3.50
SNB 0.00 0.00 0.00 0.00 0.00
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BOJ 0.50 0.50 0.50 0.75 0.75
RBA 3.85 3.85 3.60 3.35 3.10
RBNZ 3.25 3.25 3.00 2.75 2.75
BNM 3.00 3.00 2.75 2.75 2.75
Source: HLBB Global Markets Research
Up Next
Date Events Prior
1-Jul AU PMI Mfg (Jun F) 51.0
JN Tankan Large Mfg Outlook (2Q) 12.0
JN Tankan Large Non-Mfg Outlook (2Q) 28.0
JN PMI Mfg (Jun F) 50.4
MA PMI Mfg (Jun) 48.8
VN PMI Mfg (Jun) 49.8
CH Caixin PMI Mfg (Jun) 483
JN Consumer Confidence Index (Jun) 32.8
UK Nationwide House PX MoM (Jun) 0.0
EC Manufacturing PMI (Jun F) 49.4
UK Manufacturing PMI (Jun F) 47.7
EC CPI Estimate YoY (Jun P) 1.9%
US Manufacturing PMI (Jun F) 52.0
US ISM Manufacturing (Jun) 48.5
US JOLTS Job Openings (May) 7391k
US Dallas Fed Services Activity (Jun) -10.1
2-ul AU Building Approvals MoM (May) -5.70%
AU Retail Sales MoM (May) -0.10%
HK Retail Sales Value YoY (May) -2.30%
EC Unemployment Rate (May) 6.20%
US MBA Mortgage Applications (27-Jun) 1.1%
US Challenger Job Cuts YoY (Jun) 47.00%
US ADP Employment Change (Jun) 37k
SI Purchasing Managers Index (Jun) 49.7
SI Electronics Sector Index (Jun) 49.9
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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.




