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Global Markets Research

Daily Market Highlights

9 Jan: Dovish FOMC minutes reaffirmed views for a January pause

FOMC minutes flagged upside risks to inflation; decision was finely balanced
Dollar traded firmer against G10 peers; GBP lagged amid the sell-off in UK gilts
US equity and bond markets closed mixed; stock markets closed today for Carter’s funeral

e US equity markets closed mixed overnight, with stocks swinging between Key Market Metrics

small gains and losses throughout the session as traders refrained from Level did (%)
making big bets with the stock markets closed today for the National Day of  Equities

Mourning for former President Jimmy Carter, and ahead of the non-farm  pow Jones 42,635.20 0.25
payroll data on Friday. The Dow and S&P 500 added 0.2-0.3% d/d, but Nasdag  sgp 500 5,918.25 0.16
underperformed with a small 0.1% d/d loss. NASDAQ 19,478.88 20.06
Minutes released from the FOMC’s December meeting, meanwhile, showed ¢ [ ¢ =59 513.67  -0.19
that most FOMC members found that upside risks to the inflation outlook had — T 8,261.03 0.07
increased, the.decision to cut was fineIY baIan'ced anf:i that 'the FOMC Yvas e 19,981.06 0.2
at/near the point to slow the pace of policy easing. This reaffirmed our view os1 300 3,789.22 0.18
that the Fed will take a pause in its easing cycle at the upcoming January

FOMC meeting. Hang Seng 19,279.84 -0.86
Elsewhere, European stocks (Stoxx Eur 600: -0.2% d/d) mostly fell as wind >traits Times 3,886.98 154
power-related stocks were weighed down by President-elect Donald Trump’s ~ KLCI 30 1,614.83 0.92
comment that he will seek to prevent the construction of wind farms during

his second term. Asian markets traded mixed after higher UST yields dragged X

Wall Street the day before, but are likely to open muted today. Shares of DollarIndex 109.09 0.50
Samsung Technology gained in choppy trading despite missing profit EUR/USD 1.0318 0.21
forecasts, while Tencent Holdings extended its decline following its inclusion  gep/uUSD 1.2363 -0.91
in the US Department of Defense list of “Chinese military companies.” USD/IPY 158.35 0.19
In the bond space, Treasury yields closed mixed in tune to -1 to +2bps. The 2Y AUD/USD 0.6216 0.22
yield fell 1bps to 4.28%, while the 10Y yield closed just above the flatline at USD/CNH 7.3537 0.19
4.69% after testing 4.73% during the session. 10Y European bond yields closed USD/MYR 4.5020 0.35
up 2-6bps (prior: 2-7bps), save for the UK’s gilts which jumped 11bps to 4.79% ETEED 1.3679 0.97
on concerns of debt sustainability and inflation outlook.

In the forex space, DXY rallied 0.5% d/d to 109.09, and the Dollar traded firmer

against all its G10 peers, supported by higher UST yields for the longer tenures Lemmodities

and concerns over inflationary pressures with Trump’s tariff plans. GBP led W' ($/bbl) B2 125
losses against USD, slumping 0.9% d/d to 1.2363, its lowest since April 2022  Brent ($/bbl) el =
amid a sharp sell-off in gilts. Asian currencies also weakened against the Dollar ~ Gold ($/0z) 2,672.40 0.26
with KRW, TWD and PHP leading losses and SGD and MYR depreciatingintune  Copper ($$/MT) 9,031.50  0.32

to 0.3-0.4% d/d to close at 1.3679 and 4.5030 respectively. Of note, Chinese
onshore yuan hit its 16-month low at 7.3317 (-0.1% d/d) on Trump tariff fears.

e Qil prices fell more than 1% d/d on the back of a stronger Dollar and large
builds in US fuel inventories, reversing earlier gains from the tightening
supplies from Russia and other OPEC members.
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FOMC minutes flagged upside risks to inflation and that the Fed was/near
the point to slow the pace of policy easing; ADP showed US labour market
cooled

The latest FOMC meeting minutes showed that Fed staff had some
incorporated assumptions of policy changes from trade to immigration under
the Trump administration in their forecasts and that Fed will slow interest rate
cuts going forward, possibly even skipping a cut in January policy meeting. Key
highlights include: 1) Most FOMC members judged the risks to the dual-
mandate objectives to be roughly in balance, but upside risks to the inflation
outlook had increased due to recent stronger-than-expected readings on
inflation and potential changes in trade tariffs and immigration policy. 2) The
vast majority of the members judged that it is appropriate to lower the policy
rates by 25bps during that meeting, but a majority of them noted that their
judgments had been finely balanced. Some noted that there was merit in
keeping the policy rate unchanged. 3) Participants indicated that the FOMC
was at or near the point at which it would be appropriate to slow the pace
of policy easing.

The labour market cooled towards more modest pace in the final months of
2024, with a slowdown in both hiring and pay gains. According to the ADP,
private employers added 122k jobs in December (prior: +146k), lower than
expected as hiring slowed in several industries. Employment in manufacturing
shrank for the third straight month, while hiring in healthcare was robust.
Annual growth for job-stayers slowed to 4.6%, its lowest since July 2021, while
pay growth for job-changers was slightly softer at +7.1%. Meanwhile, jobless
claims unexpectedly fell 10k to 201k for the week ended January 4 (prior: -9k),
partially distorted by seasonal factors, but continuing claims surged 33k to
1867k the week prior (Dec 21: -63k), reaffirming views of softer labour market.
Consumer credit unexpectedly fell $7.5bn in November (prior: +$17.3bn) as
credit card balances and other revolving credit plunged $13.7bn (prior:
+$15.2bn), a sign that consumers are making an effort to pare down their
credit card balances with borrowing rates elevated. Non-revolving credit such
as loans for vehicle purchases and school tuition increased at a faster pace of
$6.2bn, reflecting higher car sales during the month.

Mortgage applications fell 3.7% w/w for the week ended January 3 (prior: -
12.6% w/w) as rising mortgage rates continued to discourage buyers from
entering the market and put a dampener on purchase activity. The 30Y fixed
rate increased for the fourth consecutive week to 6.99%, its highest since July
2024. Purchase applications declined 6.6% w/w (prior: -6.8% w/w) but
refinance applications increased (+1.5% w/w vs -23.4% w/w) despite higher
rates, the latter boosted by lower base effects and was driven entirely by an
increase in VA refinances, which continue to show weekly swings.

Eurozone’s PPI fell at a narrower pace due to energy; economic confidence
weakened

Producer prices (PPI) fell at a narrower pace than expected by 1.2% y/y in
December (prior: -3.3% vy/y, largely reflecting a reversal in the fall in energy
prices (+5.3% y/y vs -11.2% y/y). Prices for intermediate goods also fell at a
shallower rate, while prices for durable consumer goods eased slightly.

The Economic Sentiment Indicator (ESI) came in lower than expected at 93.7
in December, a 1.9ppts m/m fall driven by lower confidence in industry,
construction and among consumers, partially offset by an increase in services
confidence. Confidence in retail trade remained broadly stable. Amongst the
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largest EU economies, confidence fell markedly for France, Germany, and
Italy, but improved for Spain.

Australia’s trimmed mean CPI eased; job vacancies picked up for the first
time since May 2022

e |Inflation accelerated more than 2.3% y/y in November (prior: 2.1% y/y),
largely contributed by food & non-alcoholic beverages, alcohol & tobacco,
recreation & culture and partially due to the timing of electricity rebates.
Nonetheless, with annual trimmed mean CPI easing to 3.2% y/y from 3.5% y/y
previously, there is no change in our view that the Reserve Bank of Australia
will start its easing cycle starting 2Q of this year.

e Meanwhile, job vacancies rose for the first time since May 2022 at +4.2% q/q
in November (prior: -5.6% q/q), with gains broad-based across most industries
led by customer-facing industries like arts & recreation services and
accommodation & food services. While there has been a downward trend in
job vacancies over the past two and a half years, the number of vacancies is
still 51.3% higher than before the COVID-19 pandemic, suggesting a still
healthy labour market.

Japan’s consumer confidence unexpectedly worsened

e Consumer sentiment index unexpectedly worsened 0.2ppts to 36.2 in
December, weighed down by lower confidence towards overall livelihood and
willingness to buy durable goods. This suggests subdued consumer sentiment
towards the end of 2024, and in line with a moderate increasing trend for
consumer spending.

Malaysia’s foreign reserves closed 2024 at $116.2bn

e Foreign reserves ended 2024 at $116.2bn, an uptick from $113.5bn as of end-
2023, but a $1.9bn decline from mid-December. The reserves level has taken
into account the quarterly foreign exchange revaluation changes and is
sufficient to finance 5.0 months of imports and is 1.0 times of short-term
external debt.

House View and Forecasts

FX This Week 4Q-24 Act 1Q-25 2Q-25 3Q-25
DXY 108-111 108.48 105.51 103.40 102.37
EUR/USD 1.01-1.04 1.03 1.05 1.07 1.08
GBP/USD 1.22-1.25 1.25 1.28 1.31 1.32
USD/JPY 153-160 157 153 148 146
AUD/USD 0.61-0.64 0.62 0.66 0.67 0.68
USD/MYR 4.45-4.51 4.47 4.40 4.30 4.26
USD/SGD 1.35-1.38 1.37 1.33 1.31 1.29
Rates, % Current 4Q-24 Act 1Q-25 2Q-25 3Q-25
Fed 4.25-4.50 4.25-4.50 4.00.-4.25 3.75-4.00 3.75-4.00
ECB 3.00 3.00 2.75 2.50 2.25
BOE 4.75 4.75 4.50 4.25 4.00
BOJ 0.25 0.25 0.50 0.50 0.50
RBA 4.35 4.35 4.35 4.10 3.85
BNM 3.00 3.00 3.00 3.00 3.00

Source: HLBB Global Markets Research

Up Next
Date Events Prior
9-Jan AU Retail Sales MoM (Nov) 0.60%
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AU Exports MoM (Nov) 3.60%
CH CPI YoY (Dec) 0.20%
CH PPI YoY (Dec) -2.50%
EC ECB Publishes Economic Bulletin
UK DMP 1 Year CPI Expectations (Dec) 2.80%
EC Retail Sales MoM (Nov) -0.50%
US Challenger Job Cuts YoY (Dec) 26.80%

9-15 Jan CH Aggregate Financing CNY YTD (Dec) 29400.0b

10-Jan JN Household Spending YoY (Nov) -1.30% Hong Leong Bank Berhad
AU Household Spending YoY (Nov) 2.80% ) )
MA Industrial Production YoY (Nov) 2.10% Fixed Income & Economic Research, Global
MA Manufacturing Sales Value YoY (Nov) 3.00% Markets
JN Leading Index CI (Nov P) 109.1 Level 8, Hong Leong Tower
JN Coincident Index (Nov P) 116.8 6, Jalén Damanlela
US Average Hourly Earnings MoM (Dec) 0.40% Bukit Damansara
US Unemployment Rate (Dec) 4.20% 50490 Kuala Lumpur
US Change in Private Payrolls (Dec) 194k Tel: 603-2081 1221
US U. of Mich. Sentiment (Jan P) 74 Fax: 603-2081 8936
US U. of Mich. 1 Yr Inflation (Jan P) 2.80% HLMarkets@hlbb.hongleong.com.my

Source: Bloomberg

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.
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