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Daily Market Highlights

2 Sept: In-line PCE data reinforced Fed rate cut bets

US markets closed for Labour Day holiday; European and Asian equities settled mixed
European bonds under pressure; USD weakened on lingering Fed rate cut bets post-PCE
PMI prints confirmed pick-ups in manufacturing activities in the EU, Japan and Australia

o US markets were closed for Labour Day holiday on Monday. In Key Market Metrics

Europe, stocks generally ended the day on a positive note in the Level d/d (%)
absence of negative newsflows. Stoxx Eur 50 advanced 0.2% while iﬁes 554488 020
the FTSE 100 gained 0.1% on the day. Over in Asia, stocks closed o 5T 6:460.26 -
the day mixed with Hang Seng (+2.15%) leading gainers while the NASDAQ 2145555  -1.15
Nikkei (-1.24%) topped the underperformer list. Attention was Stoxx Eur 600 551.43  0.23
also on political risks in the region i.e. deadly protests in FTSE 100 9,196.34  0.10
Indonesia and dismissal of Prime Minister in Thailand. The Jakarta Nikkei 225 42,188.79  -1.24
Composite Index fell 1.2% while the Thai SET Index rose 0.6% on Leleey ansnl) et
Hang Seng 25,617.42 2.15

the day. Asian markets are poised for a soft opening today
following the subdued market sentiments.

« In the global bond space, European bonds saw broad selloffs,
pushing benchmark 10-year bond yields up 1-3bps. Focus will be FX

Straits Times 4,276.07 0.15
KLCI 30 1,575.12 -0.75

on upcoming confidence vote in France on 8-Sept, following a Dollar Index 97.69  -0.17
recent standoff over unpopular budget measures, not EUR/USD 11711 0.21
GBP/USD 1.3545 0.30

withstanding a fractured government.

« Moving on to FX, the Dollar Index closed the day on a softer note, USD/PY 147.18 = 0.09
. . i inued build in odds of a Fed AUD/USD 0.6552  0.18
sliding 0.2% to 97.69 amid continued build-up in odds of a Fe USD/CNH 71336 0.6
rate cut as early as September. All G10s (except JPY and CAD) USD/MYR 422537 0.20
strengthened against the USD, with gains led by SEK (+0.7%), NOK USD/SGD 1.2842  0.02
(+0.6%) and GBP (+0.3% d/d to 1.3545). The EUR also advanced USD/KHR 4,011.00  0.02
0.2% d/d to 1.1711, as ECB President Lagarde said the central USD/THB 3231 -0.09

bank will continue to take necessary steps to contain inflation.

. . . . . . Commodities
ECB minutes also said the central banks will maintain a wait-and- L

WTI ($/bbl) 64.01  -0.48
see approach, and the bar for another rate cut is high. This is in Brent ($/bbl) 6816  0.06
line with our view that the ECB’s policy easing cycle has come to Gold ($/02) 3,487.707 1.15
an end. In the region, most pairs traded on a weaker note. The Copper ($$/MT) 9,875.00 -0.31
CNH weakened 0.2% to 7.1336, while the SGD saw more modest Aluminum($/MT) 2,619.50  0.02
losses of 0.02% to 1.2842. The MYR last traded at 4.2253 last Friday CPO (RM/tonne) eyl
(-0.2% d/d), and is expected to rangetrade at 4.19-4.25 this week. i"‘gf,ij.nB;";”;’}Zg'A:’;iﬁf,ﬁf,ﬁj’s“g‘;;kjgf ZZSSZZ?WTL

BNM OPR decision will be the key risk for the pair, and it is highly Gold, KLCI, USDMYR; 28 Aug for CPO
likely that BNM will leave the OPR unchanged.
« Onthe commodity front, Brent crude prices inched higher for the
4t straight day amid continued frictions between the US and
India on India’s crude imports from Russia, and as Ukraine struck
more Russian oil infrastructure over the weekend. Upside to oil




prices will be limited by softer demand outlook in our view, in
addition to recent increases in OPEC oil production.

Final manufacturing PMIs confirmed a pick-up in activities in the
EU, Japan and Australia; retreat in the UK

The final August reading of Eurozone PMI manufacturing was
revised upwards by 0.2ppt to 50.7 (Jul: 49.8), confirming that
manufacturing activities have turned expansionary for the first
time in record based on the revised series dated back to 2022,
driven by a turnaround in new orders (50.8 vs 49.3%).

Similarly in Australia, the final print has been revised a notch
higher from 52.9 to 53.0 in August (Jul: 51.3), confirming improved
manufacturing outlook down under.

On the contrary, UK's and Japan'’s final PMI prints were tweaked
lower. In the UK, PMI manufacturing print was lowered by 0.3ppt
to 47.0 (Jul: 48.0), suggesting a bigger than initially expected
pullback and the only major economy that registered a
deterioration from July to August. New orders posted the biggest
drag, pulling back sharply from 47.8 to 43.9 during the month.
Meanwhile in Japan, PMI manufacturing index was revised lower
from 49.9 to 49.7 in August, but still marked an improvement
from July nonetheless (Jul: 48.9).

US PCE prints pointed to still elevated inflation; growth in
income quickened but spending softened

e Core PCE prices edged a tad higher to +2.9% y/y in July (Jun: +2.8%

yly) while headline PCE held steady at +2.6% y/y, both as
expected. The uptick in the core reading was spurred by quicker
price gains in both services (+2.5% vs +2.4% y/y) and durable
goods (+0.14% vs +0.12% y/y). Although the latest price prints
came in in line, core PCE has been steadily inching up for a 3™
straight month as tariff impacts began to trickle in, keeping the
Fed in a gradual easing path. Post-PCE, market pricing for a
September rate cut was little changed at 22bps and 55bps for the
whole of 2025.

This was further supported by a resilient consumer sector.
Personal income growth picked up to +0.4% m/m as expected
(Jun: +0.3% m/m) while spending growth also grew at a faster
pace of +0.5% m/m as expected (Jun: +0.4% m/m upwardly
revised), pointing to still healthy income growth that will continue
to underpin growth going forward. Adding to the positive vibes
were the increase in real personal spending from +0.1% to +0.3%
m/m and steady savings rate at 4.4%, a level unchanged for the
31 straight month.

Mixed housing data in the UK

Nationwide house prices surprised on the downside,
unexpectedly fell 0.1% m/m and tapered off to +2.1% y/y in
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August (Jul: +0.5% m/m and +2.4% y/y), hovering near its smallest
gain in about a year. The increase in tax-free threshold for stamp
duty, lower affordability, as well as uncertainty surrounding
growth outlook in the UK economy are clouding the UK housing
market. However, mortgage approvals rose for the 3" straight
month and by more than expected to 65.4k in July, up from 64.6k
a month ago. Buyers are making a comeback after the tax hike,
hence providing a lift to mortgage approvals.

Australia’s building approvals fell more than expected; inflation
gauge retreated sharply

Building approvals fell more than expected by 8.2% m/m in July,
a payback after the sharp gain in June (+12.2% m/m upwardly
revised), and should not ring the alarm. The decline was dragged
by a fall in private dwelling units (-9.5% vs +11.6% m/m) while the
public sector continued to see hefty double-digit growth (+53.3%
vs +57.4% m/m). A release by a property consultancy showed
Australian home prices rose for a 7t straight month by 0.7% m/m
in August, its strongest pace since May-24, driven by lower
borrowing costs and supply constraints in major cities, implying
the Australian housing markets are still holding up well.
Melbourne Institute Inflation gauge made a sharp pullback and
fell 0.3% m/m in August (Jul: +0.9% m/m), its first decline in three
months, while on an annual basis, the reading tapered off slightly
from +2.9% to +2.8% y/y. This suggests while the recent CPI and
trimmed mean CPI both reported bigger increases, the uptrend
may not persist, and would keep RBA on a gradual easing path.
We maintain our view for one more 25bps RBA rate cut in 4Q of
2025.

Japan's capex lost steam q/q but still picked up from a year ago.

Capital spending staged a surprised pick-up to +7.6% y/y in 2Q
(1Q: +6.4% yly), marking its best growth in three quarters,
although capex lost traction on a quarter-on-quarter basis after
having picked up in the last four quarters (+0.2% vs +2.0% q/q), as
companies became more cautious over the outlook of the
Japanese economy amid US trade policy uncertainties. The
weaker capex print today suggests weaker investment, that could
lead to a downward revision in 2Q GDP (advanced estimate:
+0.3% q/q).

Hong Kong retail sales improved albeit less than expected in July

Retail sales reported a faster increase of 1.8% y/y in July (Jun:
+0.7% y/y), but this was short of expectation for a pick-up to +2.5%
y/y. Sales were mainly driven up by tourism-related spending on
jewelry, watches & clocks (+9.4% vs +6.9% y/y), other consumer
goods namely books and Chinese drugs & herbs (+8.4% vs +5.5%
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y/y). Staple items like food, alcohol & tobacco (-3.1% vs -1.5% y/y),
consumer durables (-9.4% vs -9.1% y/y), saw bigger declines,
while sales at department store slowed (+2.6% vs +5.5% Yy/y),
implying lackluster domestic demand.

House View and Forecasts

FX This Week 3Q-25 4Q-25 1Q-26 2Q-26
DXY 96.25-99.25 98.32 96.29 94.99 93.77
EUR/USD  1.15-1.19 1.16 1.19 1.20 1.22
GBP/USD  1.33-1.37 1.36 1.38 1.39 1.40
USD/CHF  0.79-0.82 0.81 0.80 0.79 0.78
USD/JPY 144-149 147 144 140 137
AUD/USD 0.64-0.67 0.63 0.65 0.67 0.68
NzZD/USD 0.57-0.61 0.59 0.60 0.61 0.61
USD/CNY 7.11-7.15 7.20 7.16 7.12 7.10
USD/MYR 4.19-4.25 4.28 4.25 4.22 4.18
USD/SGD 1.26-1.30 1.29 1.26 1.24 1.22
USD/THB  32.06-32.74 32.70 32.50 32.30 32.30
Rates, % Current 3Q-25 4Q25 1Q26 2Q26
Fed 4.25-4.50 4.00-4.25 3.75-4.00 3.50.-3.75 3.25.-3.50
ECB 2.00 2.00 2.00 2.00 2.00
BOE 4.00 4.00 3.75 3.50 3.50
SNB 0.00 0.00 0.00 0.00 0.00
BOJ 0.50 0.50 0.50 0.75 0.75
RBA 3.60 3.60 3.35 3.10 3.10
RBNZ 3.00 3.00 2.75 2.75 2.75
BNM 2.75 2.75 2.75 2.75 2.75
Source: HLBB Global Markets Research
Up Next
Date Events Prior
2-Sep MA S&P Global Malaysia PMI Mfg (Aug) 49.7
EC CPI Core YoY (Aug P) 2.30%
SI Purchasing Managers Index (Aug) 49.9
US S&P Global US Manufacturing PMI (Aug F) 53.3
US ISM Manufacturing (Aug) 48
US Construction Spending MoM (Jul) -0.40%
3-Sep AU S&P Global Australia PMI Services (Aug F) 55.1
HK S&P Global Hong Kong PMI (Aug) 49.2
JN S&P Global Japan PMI Composite (Aug F) 51.9
SI S&P Global Singapore PMI (Aug) 52.7
JN S&P Global Japan PMI Services (Aug F) 52.7
VN S&P Global Vietnam PMI Mfg (Aug) 52.4
AU GDP SA QoQ (2Q) 0.20%
EC HCOB Eurozone Services PMI (Aug F) 50.7
UK S&P Global UK Services PMI (Aug F) 53.6
EC PPI YoY (Jul) 0.60%
US MBA Mortgage Applications 229k
US JOLTS Job Openings (Jul) 7437k
US Factory Orders (Jul) -4.80%

US Fed Releases Beige Book
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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.




