$ HonglLeong Bank

3 June 2025

Global Markets Research
Daily Market Highlights
3 June: Flare-ups in trade and geopolitical tensions

Trump proposed 50% tariff on steel; steel & auto stocks hardest hit in Asia & Europe
Softer ISM manufacturing weakened the USD; UST yields off session highs
OPEC+ to increase output in July; all eyes on RBA minutes today
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$62.52/barrel for the WTI and $64.63/barrel for Brent. That said, Source: Bloomberg, HLBB Global Markets Research

OPEC+'s announcement that it will raise output in July will likely * Dated as of 29 May for CPO, 30 May for USD/MYR &
. . . . . USD/THB

cap significant gains for crude oil prices ahead.




Mixed revisions for PMI manufacturing for the majors; narrower
contraction in manufacturing activities in the region

Mixed revisions in manufacturing PMIs for the majors, but
manufacturing activities broadly contracted but improved in
May following the thawing US-China trade tensions. While most
business sentiment and forward-looking indicators also
rebounded, global uncertainty remains despite this temporary
suspension of tariffs, and factories have by and large been
reluctant to expand headcount because of this.

The final US and Australia’s manufacturing PMIs were revised
0.3ppts and 0.7ppts lower to 52.0 (Apr: 50.2) and 51.0 (prior:
51.7) in May, while the Eurozone Manufacturing PMI was left
unchanged at 49.4 (Apr: 49.0). The UK and Japan PMIs, on the
other hand, were revised 1.3ppt and 0.4ppts up to 46.4 (Apr:
45.4) and 49.4 (Apr: 48.7) respectively.

Similarly, fresh data showed that regional manufacturing
activities shrank again in May, although at a slower pace than
last month. In Vietnam, the S&P Manufacturing PMI improved
to 49.8 in May (Apr: 45.6). As was the case in April, new orders,
particularly exports, continued to fall due to the US tariffs,
leading to its first fall in input costs in almost two years, and
firms continuing to lower their own selling price to support
demand.

May'’s official Singapore manufacturing PMI improved 0.1ppts
to 49.7, with the linchpin electronics sector, which accounts for
about 40% of output and exempted from the tariffs, edging up
0.1ppts to 49.9.

In China, the official manufacturing PMI contracted at a
narrower pace of 49.5 in May after April’s 49.0 after the reprieve
in trade war lifted both supply and demand side indicators. The
non-manufacturing sector remained stable albeit below
expectations at 50.3 (Apr: 50.4), as the holiday lifted tourism-
related services sectors, but less working days weighed on
construction activities. Amid still sluggish domestic demand, an
export-led recovery remains fragile unless Beijing can secure a
lasting truce with Washington in the trade war and come to an
agreement with Brussels on a series of dumping claims.

Weaker than expected US manufacturing ISM; core-CPCE prices
slowed further

In the US, the ISM manufacturing index unexpectedly slipped
further into contraction at 48.5 in May (Apr: 48.7), with two of the
trade-related indicators highlighting the widespread impact
from the uncertainties from the rollouts. The new export orders
tumbled 3.0ppts to 40.1, while the imports index plunged 7.2ppts
to 39.9, but these were offset by improvements in demand-
related indicators like new orders (47.6 vs 47.2) and employment
(46.8 vs 46.5),
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e April's personal income (+0.8% m/m vs +0.7% m/m) and real
spending (+0.2% m/m vs +0.7% m/m) growth was firmer than
expected, while inflation prints were mild and largely as
expected but unlikely, in our opinion to ease concerns that tariffs
will lift inflation going forward, especially with categories with
heavy exposure to imports from China. Headline PCE eased to
2.1% y/y but was up 0.1% m/m (Mar: 2.3% y/y vs 0%), while core
PCE decelerated to 2.5% y/y (prior: 2.7% y/y) and held steady at
0.1% m/m as service sector softness offset goods inflation for
now.

e The University of Michigan Sentiment index was revised up
1.4ppts to 52.2 in May, unchanged from the previous month,
while advanced goods trade deficit narrowed sharply to -$87.6bn
in April from -$162.3bn previously. This was better than expected
as imports took a sharp swing after March’s front-loading (-
19.8% m/m vs +5.7% m/m), while exports grew +3.4% m/m (Mar:
+2.3% m/m). This data improves the prospect of a decent 2Q
economic growth, with the Atlanta Fed’s GDPNow model
estimating for real GDP growth of 3.8% during the quarter (1Q:
-0.2%).

House View and Forecasts

FX This Week 2Q-25 3Q-25 4Q-25 1Q-26
DXY 97-101 99.36 98.60 97.69 96.58
EUR/USD  1.12-1.16 1.14 1.16 1.18 1.19
GBP/USD  1.33-1.37 1.34 1.34 1.35 1.36
USD/CHF  0.80-0.85 0.83 0.84 0.84 0.85
USD/JPY 141-147 144 146 145 142
AUD/USD  0.63-0.66 0.65 0.65 0.65 0.66
NZD/USD  0.58-0.61 0.60 0.60 0.59 0.60
USD/CNY  7.16-7.22 7.06 7.13 717 7.10
USD/MYR  4.20-4.28 4.20 4.24 4.24 4.20
USD/SGD  1.27-1.31 1.28 1.30 1.31 1.30
USD/THB  32.42-33.16 32.70 33.00 33.10 32.70
Rates, % Current 2Q-25 3Q-25 4Q25 1Q26
Fed 4.25-4.50 4.25-450  4.00-425  3.75-4.00 3.50.-3.75
ECB 2.25 2.25 2.00 2.00 2.00
BOE 4.25 4.25 4.00 3.75 3.50
SNB 0.25 0.25 0.25 0.25 0.25
BO) 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
3-Jun MA S&P Global Malaysia PMI Mfg (May) 48.6
AU RBA Minutes of May Policy Meeting
CH Caixin China PMI Mfg (May) 50.4
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4-Jun

EC CPI Core YoY (May P)

EC Unemployment Rate (Apr)

US Factory Orders (Apr)

US JOLTS Job Openings (Apr)

AU S&P Global Australia PMI Services (May F)
HK S&P Global Hong Kong PMI (May)

SI S&P Global Singapore PMI (May)

JN Jibun Bank Japan PMI Services (May F)
AU GDP SA QoQ (1Q)

EC HCOB Eurozone Services PMI (May F)
UK S&P Global UK Services PMI (May F)
US MBA Mortgage Applications

US ADP Employment Change (May)

US S&P Global US Services PMI (May F)
US ISM Services Index (May)

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.




