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Daily Market Highlights

7 Mar: Trade policy uncertainty haunts the market

Delay in tariff hikes for goods covered by USMCA; US job cuts soared on DOGE’s cut
ECB lowered policy rates by 25bps; monetary policy is meaningfully less restrictive
BNM maintains OPR & neutral policy stance; reaffirm our extended pause view for 2025

Trade tension battered US markets again, with the US' latest
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paring some of its gains after the central bank left its policy rate
unchanged at 3.00%.

On the commodity space, oil prices steadied and closed 0.1-0.3%
d/d higher in choppy trading amid tariff uncertainty and OPEC+ hike
plans. The WTI closed the day at $66.36/barrel, and Brent at
$69.46/barrel.

Source: Bloomberg, HLBB Global Markets Research
* CPO dated as of 5 Mar




ECB lowered policy rates by 25bps

As widely anticipated, the European Central Bank (ECB) lowered the
interest rates on the deposit facility, the main refinancing
operations and the marginal lending facility by 25bps each to 2.50%,
2.65% and 2.90% respectively. The ECB rephrased a key line in the
statement, stating that “Monetary policy is becoming meaningfully
less restrictive” as compared to “remains restrictive” previously.
While the nuanced language means a further rate cut in April is not
a given, there is no change in our view that the ECB will deliver
another 2 quarter point cuts by the end of 2025.

ECB also marked down their GDP growth projections to 0.9% for
2025, 1.2% for 2026 and 1.3% for 2027. The downward revisions for
2025 and 2026 reflect lower exports and ongoing weakness in
investment, partially due the trade, as well as broader policy
uncertainties. ECB also said that the disinflation process is well on
track, and now expects headline inflation to average 2.3% in 2025,
1.9% in 2026 and 2.0% in 2027. The upward revision in headline
inflation for 2025 reflects stronger energy price dynamics.
Meanwhile, consumer spending remained sluggish in January
despite improved purchasing power, with retail sales unexpectedly
worsening to 0.3% m/m after recording flat growth previously.

BNM maintains OPR and neutral policy stance

BNM left OPR unchanged at 3.00% for the eleventh consecutive
meeting as widely expected. There were no material changes in the
policy statement, other than the characterization of exports being
“expected to expand at a more moderate pace” amidst global policy
uncertainties. The neutral policy statement suggests that there is
no plan to adjust the policy rate in the foreseeable future, hence our
view for a continued pause in the OPR in 2025 remains unchanged.
Recent developments in the global macro landscape and financial
markets reaffirms our view for a differing speed and depth of
monetary policy easing globally. The US economy continues to
remain resilient buoyed by a healthy labour market, and the still
intact disinflation outlook in spite of the recent noise and
uncertainty from potential inflationary policies from the US
government, reinforces our view that the FOMC will continue to
ease albeit more gradually, further narrowing the yield differentials
between Malaysia and the US, as BNM is expected to maintain a
steady OPR on the back of continued moderate growth outlook in
the Malaysian economy. Meanwhile, inflationary pressures are
expected to remain well contained despite ongoing plans for
subsidy reforms. We reaffirm our view for an extended pause in the
OPRin 2025, barring any substantial external shocks.
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Job cuts soared; trade deficit widened for the US in a negative
sign for 1Q GDP

The Department of Government Efficiency (DOGE) actions, as well
as cancelled Government contracts, fears of trade wars and
bankruptcies sent job cuts soaring to its highest since 2009 at 172.0k
in February (+103.2% y/y vs prior: -39.5% y/y). According to
Challenger, the Government led all sectors in job cuts, followed by
retail and technology sector. Separate data also showed that initial
jobless claims fell more than expected by 21k to 221k for the week
ended March 1 (prior: +22k), but we expect this to rise in the coming
weeks amid the DOGE cost-cutting efforts.

Trade deficit widened more than expected to a record of $131.4bn
in January (prior: -$98.1), as imports jumped 10.0% m/m to a record
$401.2bn (prior: +3.6% m/m), while exports grew at a more
moderate pace of 1.2% m/m (prior: -2.6% m/m). Notably, imports
from Mexico, China and Canada jumped between 10-15% y/y during
the month, suggesting some tariff related front-loading before
President Trump’s tariff hikes.

Slightly higher output costs and inflationary expectations for
the UK

According to the DMP Survey, firms reported that their output
prices accelerated to 4.0% in the 3-months to February, and expect
inflation 1-year ahead to tick up to 3.1% (Jan: 3.9% and 3.0%).

Mixed data from Australia

Building approvals jumped 6.3% m/m in January, following a 1.7%
m/m rise the prior month, but trade data was mixed, with exports
gaining 1.3% m/m (Dec: +1.2% m/m) while imports fell 0.3% m/m
(Dec: +5.9% m/m) because of capital goods. The decline in imports
does not bode well for investment outlook going forward, while
exports could face headwinds from a slowdown in trade activities
given the ongoing trade tension.

Vietnam'’s inflation moderated sharply; robust economic prints
suggest a strong 1Q

Inflation decelerated sharper than expected to 2.9% y/y in February
from 3.6% y/y previously, with prices falling or moderating across
all its components, save for medical and construction costs, the
latter due to softer consumer demand. Other economic indicators
were nonetheless robust, suggesting a sturdy 1Q, with retail sales
growing by 9.4% y/y (prior: +9.5% y/y), while IPI and exports
recording double digit growth of 17.2% y/y and +25.7% y/y
respectively (Jan: +0.6% y/y and -4.3% y/y). Exports gain was
partially due to front-loading of shipments in view of tariff
uncertainties and in line with higher commodity prices for
agriculture products like coffee.
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House View and Forecasts

FX This Week 1Q-25 2Q-25 3Q-25 4Q-25
DXY 103-109 109.10 108.58 106.93 105.27
EUR/USD 1.02-1.07 1.03 1.03 1.05 1.06
GBP/USD 1.24-1.30 1.24 1.24 1.25 1.27
USD/CHF 0.88-0.92 0.91 0.91 0.90 0.88
usD/JpY 145-152 158 155 150 146
AUD/USD 0.61-0.64 0.62 0.63 0.64 0.66
NZD/USD 0.55-0.59 0.56 0.56 0.57 0.58
USD/CNY 7.23-7.31 7.37 7.30 7.23 7.15
USD/MYR 4.42-4.49 4.55 4.50 4.40 4.35
USD/SGD 1.33-1.37 1.37 1.35 1.32 1.29
Rates, % Current 1Q-25 2Q-25 3Q-25 4Q25
Fed 4.25-4.50 4.25-4.50 4.25-4.50 4.25-4.50 4.00.-4.25
ECB 2.50 2.50 2.00 2.00 2.00
BOE 4.50 4.50 4.25 4.00 4.00
SNB 0.50 0.25 0.25 0.25 0.25
BOJ 0.50 0.50 0.50 0.75 0.75
RBA 410 4.10 3.85 3.60 3.60
RBNZ 3.75 3.75 3.50 3.25 3.00
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research
Up Next
Date Events Prior
7-Mar AU Household Spending MoM (Jan) 0.40%
MA Foreign Reserves $117.7b
EC GDP SA QoQ (4Q F) 0.10%
EC Employment QoQ (4Q F) 0.10%
US Change in Nonfarm Payrolls (Feb) 143k
US Average Hourly Earnings YoY (Feb) 4.10%
US Unemployment Rate (Feb) 4.00%
CH Exports YTD YoY (Feb)
10-Mar JN Labor Cash Earnings YoY (Jan) 4.80%
JN Bank Lending Ex-Trusts YoY (Feb) 3.30%
JN Leading Index CI (Jan P) 108.3
JN Eco Watchers Survey Outlook SA (Feb) 48
EC Sentix Investor Confidence (Mar) -12.7
US NY Fed 1-Yr Inflation Expectations (Feb) 3.00%
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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.




