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Global Markets Research

Daily Market Highlights

9 May: Optimism over trade deals spurs risk-on appetite

US stocks & DXY rallied; treasuries tumbled after US-UK trade deal; US-China to meet
BOE’s 25bps rate cut decision was not unanimous; reiterated its gradual rate cut stance
BNM maintained its OPR at 3.00% with a dovish tilt; slashed SRR by 100bps to 1.00%

Trade deal with the UK, and optimism over talks with China

Key Market Metrics

sparked a rally in US stocks overnight. The Dow Jones and S&P Level did (%)
500 closed up in tune to 0.6% d/d each, while Nasdaq surged Equities
1.1% d/d. The UK deal is the first post “Liberation Day,” sparking BRI 41368.45  0.82
hopes of less aggressive trade policies going forward, thus, sl 565384 0%
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Elsewhere, European and Asian markets closed mostly higher.
That said, FTSE 100 fell 0.3% d/d after BOE's rate cut, while KLCI EX
30 tumbled 0.5% d/d after the BNM lowered the SRR. Dollar Index 100.64  1.03
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yields saw the Dollar strengthening against all its G10 peers and
most regional currencies. Haven currencies CHF (-1.0% d/d) and Commodities .
JPY (-1.4% d/d to 145.91) were notable laggards, while GBP/USD WTI ($/bbl) 59'91r 7
whipsawed overnight, strengthening after BOE's decision but Brent ($/bbl) 52-34' .
later pared its gains to close 0.4% d/d weaker against the USD at Gold ($/0z) 3s3"3-““r -2.53
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On the regional front, MYR weakened against most G10s and
regional currencies, and were amongst the notable laggards
against the Dollar, closing the day 1.0% d/d weaker at 4.2820.
SGD and CNH depreciated at a milder pace of 0.5% to 1.3010 and
0.2% d/d to 7.2429 respectively.

Source: Bloomberg, HLBB Global Markets Research
* CPO dated as of 7 May




In the commodity space, oil prices rallied on optimism over the
US-China trade talks. The WTI surged 3.2% d/d to $59.91/barrel,
and Brent by 2.8% d/d to $62.84/barrel.

UK delivered a 25bps rate cut as expected; reiterated its gradual
rate cut stance

In terms of policy decisions, the Bank of England (BOE) lowered
its bank rate by 25bps to 4.25% as expected in May, and stuck to
its stance of a “gradual and careful approach” to further policy
easing. Our base case remains that the central bank will keep
cutting rates once (-25bps) per quarter. Key highlights from the
statement include: 1) The vote split was 5-2-2, with 2 members
preferring to cut by 50bps and 2 members preferring to
maintain at 4.50%. 2) Prior to the latest global developments,
most members who voted for the 25bps cut had judged that this
policy decision would be finely balanced between no change in
the bank rate and a further reduction. 3) In terms of growth, the
bank expects headline GDP growth to slow sharply in 2Q to
+0.1% from an estimated +0.6% in 1Q, and made a modest
downgrade to its 2026 projection to 1.3%, from 1.5%
previously. 4) Inflation is expected to rise to a peak at 3.5% on
average in 3Q, before moderating to 1.9% in 2 years’ time.

BNM maintained OPR at 3.00% and shifted to a slightly dovish
bias as expected; paving the way for an OPR cut as early as July;
SRR to be cut by 100bps effective 16-May

BNM left OPR unchanged at 3.00% as expected. However, we
noticed a few tweaks in the policy statement towards a slightly
dovish bias that could potentially pave the way for an easing in
the OPR. The statement has dropped the phrase saying
monetary policy stance ‘remains supportive” of the economy.
Instead, it said “the monetary policy stance is consistent with
the current assessment of inflation and growth prospects”. This
opens up the door for future policy adjustment should the
assessment on growth and inflation outlook change in the
future. We therefore maintain our view for a 25bps cutin the OPR
in the second half of the year, and as early as July in our view.
(Refer to our detailed report dated 8" May)

In a separate statement an hour later, BNM decided to cut SRR
by 100bps from the current 2% to 1% effective 16 May. This
marked its first SRR cut since 2020, and back to the level last seen
in 2009-2011. The 100bps cut is estimated to release RM19bn
liquidity into the banking system, helping to ensure sufficient
liquidity in the market at times of heightened financial market
volatility.

In terms of data, growth in IPI picked up for the first time in three
months and by a better-than-expected pace of 3.2% y/y in March
(Feb: +1.5% y/y). Output from the mining (+1.9% vs -8.9% y/y) and
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electricity (+7.1% vs -5.4% y/y) sectors rebounded in March,
offsetting the slower expansion in manufacturing production
(+4.0% vs +4.8% y/y). Within manufacturing, we noticed broad
easing from both the export- and domestic-oriented sectors. The
moderation in the export-oriented sector started since
December last year (+6.8% y/y), to a growth of 4.8% y/y in March.
Meanwhile, production from domestic-oriented sectors have
been seeing a more prominent down trend since last August
(+7.1% y/y), to +2.3% y/y in March.

Contrary to the quicker IPI gains, manufacturing sales increased
at a slower pace of 3.7% y/y (Feb: +4.7% y/y), while labour market
conditions in the manufacturing sector remained resilient, with
the number of employees sustaining a 1.1% y/y increase in
March (Feb; +1.2% y/y). Salaries & wages saw slower growth of
1.8% y/y (Feb: +2.0%), but remained at the higher end of recent
growth pace. This will be closely watched as the secondary
spillover effects from the tariff unfolds.

With this, we are maintaining our 4.4% real GDP growth estimate
for 1Q at this juncture and estimate full year growth will likely
pull back to 3.8-4.3%, from our original pre- tariff base case of
4.5%. (Refer to our report” MY: IPI surprised on the upside at 3.2%
YOY in March suggesting some resiliency; expect softer output
growth ahead amid trade uncertainties” dated 8 May).

Lastly, foreign reserves rose at a milder pace of $0.3bn in the
second half of the month to $118.7bn as at 30 April (1H: +$0.9bn).
The reserves position is sufficient to finance 5.0 months of
imports of goods and services and is 0.9 times the total short-
term external debt.

Drop in US initial jobless claims post spring recess in further sign
of a solid US labour market; higher inflation expectations and
labour costs, lower productivity does not bode well for inflation
outlook

In the US, initial jobless claims fell more than expected by 13k to
228k in the week ended May (Apr 26: +18k), following a brief
spike during spring recess (more filings from school workers)
and consistent with a stable labour market. Continuing claims, a
proxy of those receiving benefits also dropped sharply by 29k to
1879k the week prior (Apr 19: +75k).

Meanwhile, New York Fed’s medium-term inflation expectations
climbed to an almost 3Y high of 3.2% in April, while expectations
and longer-term were largely stable. Labour productivity also fell
for the first time in nearly three years in 1Q (-0.8% vs +1.7%),
snapping a streak of efficiency gains that have helped temper
the inflationary impact from employment costs (unit labour cost:
+5.7% vs +2.0%).
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Slower wage growth; sturdy consumer spending for Japan
e Mixed print from Japan. Labour cash earnings eased more than
expected to 2.1% y/y in March (Feb: 2.7% y/y), but household
spending rebounded more than expected by +2.1% y/y (Feb: -
0.5% y/y). With household spending still sturdy, the latest print is
unlikely to derail BOJ's tightening pace, but the slower wage
growth will back our case for a BOJ caution, pushing back
expectations for the next rate hike to the last quarter of this year.

House View and Forecasts

FX This Week 2Q-25 3Q-25 4Q-25 1Q-26
DXY 98-102 99.70 98.35 97.01 95.70
EUR/USD 1.11-1.15 1.14 1.15 1.17 1.19
GBP/USD  1.31-1.35 1.31 1.32 1.33 1.34
USD/CHF 0.80-0.85 0.81 0.80 0.79 0.78
usD/JpY 142-149 142 139 136 133
AUD/USD  0.62-0.66 0.62 0.62 0.63 0.64
NZD/USD  0.57-0.61 0.57 0.57 0.58 0.58
USD/CNY  7.19-7.30 7.43 7.35 7.28 7.21
USD/MYR  4.18-4.30 4.54 4.50 4.47 4.40
USD/SGD  1.28-1.33 1.34 1.33 1.31 1.30
Rates, % Current 2Q-25 3Q-25 4Q25 1Q26
Fed 4.25-4.50 4.00-4.25 3.75-4.00  3.50.-3.75  3.25-3.50
ECB 2.25 2.00 1.75 1.75 1.75
BOE 4.25 4.25 4.00 3.75 3.50
SNB 0.25 0.25 0.25 0.25 0.25
BOJ 0.50 0.50 0.50 0.75 0.75
RBA 4.10 3.85 3.60 3.35 3.10
RBNZ 3.50 3.25 3.00 2.75 2.50
BNM 3.00 3.00 2.75 2.75 2.75

Source: HLBB Global Markets Research
Hong Leong Bank Berhad

Fixed Income & Economic Research,

Up Next Global Markets

Date Events Prior Level 8, Hong Leong Tower

9-May JN Leading Index CI (Mar P) 107.9 6, Jalan Damanlela
CH Exports YoY (Apr) 12.40% Bukit Damansara

9-15May CH New Yuan Loans CNY YTD (Apr) 9780.0b 50490 Kuala Lumpur

10-May CH PPI YoY (Apr) -2.50% Tel: 603-2081 1221
CH CPI YoY (Apr) -0.10% Fax: 603-2081 8936

12-May N Bank Lending Incl Trusts YoY (Apr) 2.80% HLMarkets@hlbb.hongleond.com.my
JN Eco Watchers Survey Outlook SA (Apr) 45.2

Source: Bloomberg
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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.




