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Daily Market Highlights

12 June: Tamer than expected US CPI spurred rate cut bets

Cooler than expected US CPI showed little signs of tariff-induced inflationary impact yet
US stocks and Dollar Index pared gains to end lower; UST rallied post-CPI
Malaysia IPI surprised on the downside but manufacturing output remained robust
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pulling back sharply from an intraday high of 99.22. The EUR led * Dated as of 10 June for CPO

gainers, by 0.5% to 1.1487, followed by the DKK and SEK. The
sterling advanced 0.4% to 1.3547 as at Wednesday close, as the
UK unveiled spending plans.

e Regional currencies traded in a more bullish note in Asian
trading hours amid trade deal optimism but closed out the day
mixed. MYR strengthened marginally by 0.05% d/d to 4.2368,




SGD firmed up 0.2% on the day to 1.2847 against the USD, but
CNH weakened 0.1% d/d to 7.1986 as at Wednesday's close.
Crude oil prices rebounded and rallied 4.3-4.9% d/d amid
geopolitical tensions in the Middle-east with the US ordering a
partial evacuation of its embassy in Iraq. The WTI ended the day
at $68.15/ barrel while the Brent last settled at $69.77/ barrel.

Tame US CPI suggests little signs of tariff-induced cost pass
through yet

US headline and core CPI reported easier month-on-month
increase of 0.1% each in May, undershot expectations for a
stable 0.2% m/m gain for headline, and 0.3% m/m increase for
the core, as a result of softer core services inflation and decline
in energy prices. However, headline CPI inched up 0.1ppt to
2.4% yly as expected in May (Apr: +2.3% y/y), while core CPI
stabilized at 2.8% y/y, defying expectations for an uptick to
2.9% yly. Sticky food, shelter, and services prices were
neutralized by lower prices of energy, airfares, cars, used
trucks, and apparels.

The tinge of softness in the latest CPI figures signalled little
evidence of extensive cost pass through from higher tariffs,
and will continue to support the Fed’s policy easing. We
maintain our view for two 25bps rate cuts this year, premised
on subdued inflation and added signs of a softening labour
market. While disinflation prevailed thus far, upside risks to
inflation as tariff-related cost pass through eventually filters
through to the economy towards the later part of the year, is
expected to complicate the Fed’s policy decisions.

In a separate release, weekly mortgage applications snapped
a three straight week of decline and increased 12.5% w/w for
the week ended 6-Jun (prior: -3.9%), marking its best gain in
two months, shored up by rebounds in both the refinancing
(+15.6% vs -3.5%) and new purchases (+10.3% vs -4.4%) indices.
Despite the slight uptick in the 30-year contract rate to 6.93%,
it remains below last year's 7.02%.

Japan BSI Tankan survey showed business conditions broadly fell

in 2Q; to recover in 2H

According to the BSI Tankan survey by the Ministry of Finance
of Japan, business conditions deteriorated across the board in
2Q. Business conditions for all large industry turned negative
for the first time in nine quarters in 2Q (-1.9 vs +2.0in 1Q), while
small (-12.3) and medium (-0.9) firms also experienced similar
fate. The weaker conditions were also observed across both
manufacturing (-4.8 vs -2.4) and non-manufacturing (-0.5 vs
+4.1).
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That said, on a more positive note, the survey showed that all
large industry business outlook is expected to rebound to +5.2
in 3Q, and pick up further to +6.1 in 4Q, with improvement in
medium firms, manufacturing and non-manufacturing
sectors. Outlook for small firms are also expected to improve
but remain negative in the next two quarters. This raised
hopes that the Japanese economy will rebound from the slump
in 1Q and keep the BOJ in a tightening mode.

Malaysia’s industrial production grew at a slower pace in April;
labour market remained healthy

Industrial production growth unexpectedly tapered off to 2.7%
y/y in April (Mar: +3.2%), mainly due to contractions in mining
(-6.3% vs +1.9% y/y) and electricity production (-1.6% vs -2.2%
y/y. What was comforting to note was the quicker growth in
manufacturing output during the month (+5.6% vs +4.0% y/y),
a sign that the reciprocal 24% tariffs announced on 2-April and
subsequently revised to 10% on 9-April for a temporary 90 days
truce has yet to have any impact on factory production and the
Malaysian economy thus far. Although IPI growth came in
weaker than expected in April, it is nevertheless in line with our
expectation for slower real GDP growth in 2Q.

A separate release showed the labour market remained
healthy. Unemployment rate dropped for the first time in four
months, to 3.0% in April (Mar: 3.1%), a decade-low. Statistics
also showed the job market in the manufacturing sector
remained healthy, with the number of employees rising from
2.39k to 2.40k in April, a sign companies are still hiring.
However, wage growth eased for the 4th straight month on a
m/m basis, although wages managed to grow at a stronger
pace on a y/y basis, by 2.4% in May (Apr: +1.8% y/y), and will
help support consumption growth going forward.

Please refer to our separate commentary sent yesterday for further
details.

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 1.12-1.15 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 142-147 144 146 145 142
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 7.17 7.10
USD/MYR  4.21-4.28 4.20 4.24 4.24 4.20
USD/SGD  1.27-1.31 1.28 1.30 1.31 1.30
USD/THB  32.20-33.19 32.70 33.00 33.10 32.70
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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 0.25 0.25 0.25 0.25 0.25
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
12-Jun AU Consumer Inflation Expectation (Jun) 4.10%
UK Monthly GDP (MoM) (Apr) 0.20%
US PPI Final Demand YoY (May) 2.40%
US Initial Jobless Claims 247k
13-Jun UK BoE/Ipsos Inflation Next 12 Mths (May) 3.40%
EC Trade Balance SA (Apr) 27.9b
EC Industrial Production SA MoM (Apr) 2.60%
US U. of Mich. Sentiment (Jun P) 52.2
US U. of Mich. 1 Yr Inflation (Jun P) 6.60%
US U. of Mich. 5-10 Yr Inflation (Jun P) 4.20%
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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.




