$ HonglLeong Bank

4 July 2025

Global Markets Research

Daily Market Highlights

4 Jul: Risk-on sentiment post US NFP print

Better-than-expected NFP whetted appetite for stocks; UST yields, DXY jumped
Details in NFP were less positive; private payrolls undershot consensus forecast
US House passed Trump's tax & spending bill

e US markets were in a risk-on mode as they closed early ahead Key Market Metrics
of the July 4 holiday, thanks largely to a better-than-expected Level d/d (%)
June non-farm payroll (NFP) report. The latter not only soothed Equities
concerns over the state of the US labour market and economy, L L 48858 0.77
but also saw traders cutting rate cut bets and pushing back S s L
. . NASDAQ 20,601.10 1.02
expectations for the next rate cut to the October FOMC meeting.
. . . . Stoxx Eur 600 543.76 0.47
e Treasuries were hit hard by the NFP data, and yields jumped 6- FTSE 100 882320 055
10bps across the curve led by the shorter-end. The benchmark Nikkei 225 3078590  0.06
2Y yield rose 10bps to 3.88%, and the 10Y by 7bps to 4.35%. The €SI 300 3,968.07 0.62
Dow Jones and S&P 500 gained 0.8% d/d each, while Nasdaq Hang Seng 24,069.94 -0.63
rallied 0.8% 1.0% d/d. Both the S&P 500 and the Nasdaq Straits Times 4,019.57 0.22
Composite also closed at records. KLCI 30 1,548.99 -0.08
e« On a side note, the House of Representatives narrowly passed
Trump's tax and spending megabill, while investors remained EX
on tenterhooks watching for any updates on trade deals ahead Dollar Index 9718 0.4z
of the July headline. EUR/USD 1.1757 -036
o Elsewhere, European equities (Stoxx Eur 600: +0.5% d/d) also EE;;JL‘FI’?(D :;6:: g';:
gained after the bumper NFP, while 10Y European bond yields S R
fell in tune to 0-7bps overnight. Asian equity markets traded USD/CNH 21703 0.13
mixed, but are poised to rally today after the US jobs report USD/MYR 42215  -041
lifted sentiment. USD/SGD 12753 0.19
« Within the forex space, the Dollar strengthened against most of USD/KHR 4013.75 0.02
its G10 peers after the bumper jobs data boosted Treasury USD/THB 3238 -0.22

yields. The DXY spiked to 97.42 on the data, before paring some
of these gains to close the day 0.4% d/d higher at 97.18. Safe Commodities

haven JPY (-0.9% d/d to 144.93) and CHF (-0.4% d/d) led G10 WTI ($/bbl) 67.00 -0.67
losses against greenback, while GBP (+0.1% d/d to 1.3655) ELE R 68.80 -045
outperformed its peers after Prime Minister Keir Starmer eLLl(Eeten) 334200 050
soothed fears of a Reeves exit. Cop pler ($$/MT) 9,954.50 -0.58

« Regional currencies traded mixed against the Dollar, with safe AL 250 S
! CPO (RM/tonne) 4,017.50 1.41

SGD depreciating 0.2% d/d to 1.2753, while MYR strengthened Goue B, P b [y
0.1% d/d to 4.2215. * Closing as of 2 July for CPO
e Inthe commodity space, oil prices fell amid reports that the US
plans to restart nuclear talks with Iran, easing risk of another
flare up in the Middle-East tension. Tariff uncertainty and OPEC+




output hike expectations also kept a lid on prices, sending the
WTI sliding 0.7% d/d to $67.00/barrel and Brent dropping 0.5%
d/d to $68.80/barrel.

Upward revisions to services PMIs for most majors

Save the US, services PMIs were revised higher for most majors
in June and broadly signalled resilience and even building
momentum into midyear. While US’ PMI was revised 0.2ppts
lower to 52.9 in June (May: 53.7), services PMI for the Eurozone
was revised 0.5ppts higher to 50.5 (May: 49.7), UK’s PMI revised
up a whopping 1.5ppts to 52.8 (May: 50.9), Japan's +0.2ppts to
51.7 (May: 51.0) and Australia’s by +0.5ppts to 51.8 (May: 50.6).

For China, the Caixin Services PMI came in below expectations
at 50.6 in June (May: 51.1). This marks the lowest since
September, as both business activity and new order growth
slowed. Job shedding was also recorded for the third time in the
past 4 months. Overall, sentiment was positive regarding the 1Y
outlook, but remained historically subdued.

The headline PMI for Singapore (51.0 vs 51.5) showed that
business conditions continued to grow at the end of 2Q. Despite
softening since May, the average rate of output growth in 2Q
was still higher than 1Q and with business sentiment turning
optimistic again, this suggests that output growth will likely be
sustained in the year ahead.

Bumper US jobs report takes pressure off Fed to cut rates in July

A stronger-than-expected June jobs report saw traders paring
rate cut bets and pushing back expectations for the next rate
cut to the October FOMC meeting. NFP rose by 147k during the
month, versus 144k in May and 106k consensus had anticipated.
There were also a 16k upward revisions to the past two months
of data, while the unemployment rate surprisingly fell to 4.1%
from 4.2%.

No doubt, the details were less positive with private payrolls
rising only 74k (May: +137k, consensus: +100k) and job gains
largely focused on federal government, leisure & hospitality and
private education & healthcare services sectors.

Wage growth was more subdued than expected, rising 0.2%
m/m (May: +0.4% m/m) and average hours worked/week fell to
34.2 from 34.3 previously. Separate data also showed that initial
jobless claims came in better-than-expected in further nod to a
still solid labour market (-4k to 233k for June 28 vs -9k to 237k for
June 21).

June's ISM Services (50.8 vs 49.9) also surprised on the upside
and returned to expansion zone, although service providers
raised concerns over slow growth, tariff uncertainty and the
impact of the Middle East tension on supply chain disruptions.
June’s reading is equal to the average reading over the prior
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three months, indicating both stability for the sector. The new
orders index (51.3 vs 46.4) returned to expansion, prices index
eased (67.5 vs 68.7), but employment (47.2 vs 50.7) retreated to
contraction territory for the third time in the last 4 months.
Matching expectations, factory orders jumped 8.2% m/m in May
(Apr: -3.9% m/m) largely due to transportation, while trade
deficit widened sharper than expected to $71.5bn (Apr: -
$60.3bn) as exports (-4.0% m/m vs +3.4% m/m) fell at a sharper
pace than imports (-0.1% m/m vs -16.3% m/m). Still, subsiding
goods imports post the tariff front-loading, suggest that net
trade could still provide some boost to GDP growth in 2H of the
year.

UK's inflation expectations unexpectedly ticked up

The 1Y DMP CPI expectations unexpectedly increased 0.3ppts to
3.3% in June but when firms were asked about the potential
impact from the recent changes to US trade policy on prices,
over two-thirds of firms reported these changes would have no
material impact on their firms. In June, 19% of firms expected
that their average prices would be lower as a result of US trade
policy changes, while 12% expected that their prices would be
higher as a result of the tariff changes.

Australia’s exports to the US fell for the second month

Exports fell at a wider pace of 2.7% m/m in May after April’s -
1.7% m/m as exports to the US tumbled for the second month
by 5.5% m/m post Trump’s tariff. By product, the decline was
driven by shipments of other mineral fuels, while imports grew
at a faster pace of 3.8% m/m (May: +1.6% m/m). This sent trade
surplus narrowing to A$2.2bn from A$4.9bn previously, not
boding well for GDP calculation for 2Q of 2025.

Japan’s household spending rose the most since August 2022
e Japan’s household spending data came in better than expected

in May (+4.7% y/y vs -0.1% y/y) amid inflationary pressures,
providing support for the economy’s that’s taking a hit from US
tariffs and expectations of more tightening in monetary policy
going forward.

House View and Forecasts

FX This Week 2Q-25 3Q-25 4Q-25 1Q-26
DXY 95.50-98.50 96.88 98.60 97.69 96.58
EUR/USD  1.15-1.19 1.18 1.16 1.18 1.19
GBP/USD  1.35-1.39 1.37 1.34 1.35 1.36
USD/CHF 0.78-0.81 0.79 0.84 0.84 0.85
usD/Jpy 142-147 143 146 145 142
AUD/USD  0.64-0.67 0.66 0.65 0.65 0.66
NZD/USD  0.59-0.62 0.61 0.60 0.59 0.60
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USD/CNY 7.15-7.19 7.16 7.13 7.7 7.10
USD/MYR 4.20-4.26 4.21 4.24 4.24 4.20
USD/SGD 1.26-1.29 1.27 1.30 1.31 1.30
USD/THB  32.10-33.10 32.50 33.00 33.10 32.70
Rates, % Current 2Q-25 3Q-25 4Q25 1Q26
Fed 4.25-4.50 4.25-4.50 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
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
4-Jul AU Household Spending YoY (May) 3.70%
HK S&P Global Hong Kong PMI (Jun) 49
SI Retail Sales YoY (May) 0.30%
EC PPIYoY (May) 0.70%
7-Jul JN Labor Cash Earnings YoY (May) 2.30%
JN Leading Index CI (May P) 104.2
MA Foreign Reserves $119.9b
EC Sentix Investor Confidence (Jul) 0.2
EC Retail Sales MoM (May) 0.10%
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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.




