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13 Jan: Strong US NFP saw traders pencilling only 1 rate cut in 2025

Highest gains in NFP since March 2024; unemployment rate below Fed’s forecast at 4.1%
DXY surged to as high as 109.97; UST yields jumped 2-13bps led by the shorter tenures
Malaysia’s IPl accelerated for the first time in 4 months; soothing slowdown concerns

Key Market Metrics

e The S&P 500 wiped out its 2025 gains after the blockbuster US non-farm

payroll (NFP) saw traders pushing back the next and only rate cut for 2025 to Level d/d (%)
the September FOMC meeting. The broad S&P500 stock index slid 1.5% d/d,  Equities
while the Dow and Nasdaq also lost 1.6% d/d each, pushing all the major pow Jones 41,938.45 -1.63
benchmarks into the red for 2025. Notably, interest sensitive sectors like real  sgp 500 5827.04  -1.54
estate, financials and technology were laggards during the day. Similarly, NASDAQ 19,161.63  -1.63
European stocks also dropped following the NFP report, while CSI 300 led Stoxx Eur 600 511.50 -0.84
losses in Asia after the People’s Bank of China said that it will suspend buying s 8,248.49 0.86
government bond purchases temporarily as the supply has fallen short of Nikkei 225 39,190.40 1,06
demand.
. . . Sl 300 3,732.48 -1.25

In the Treasury space, benchmark yields jumped after the US jobs data. The
10Y yield closed at 4.76% (+7bps), its highest since November 2023 while the £ SIS 19,06429 092
30Y yield tested 5.00% before closing at 4.95% (+2bps). The 2Y yield jumped ~ Straits Times 3,801.66  -1.58
12bps to 4.38%. In Europe, 10Y sovereign bond yields closed up in tune to 2-  KLCI 30 oz il
6bps (prior: +1 to +4bps, except for Norwegian and Swedish bonds).
In the forex space, DXY surged to an intraday high of 109.97, its highest since  EX
November 2022 before paring some of these gains to close at 109.65 (+0.4%  Dollar Index 109.65 0.43
d/d). Save for the JPY (+0.3% d/d), all G10 currencies weakened against USD  EUR/USD 1.0244  -0.54
with GBP, AUD and NZD notable underperformers at -0.8% d/d each. Regional  sgp/usp 1.2207 -0.82
currencies closed mixed against the Dollar, with MYR appreciating 0.1% d/d to ;¢ D/IPY 157.73 0.26
4.4975, while SGD and CNH weakened in tune to 0.1-0.2% d/d to 1.3715 and AUD/USD 06147  -0.79
7.3633 respectively. Asian currencies will likely be under pressure today USD/CNH 73633 0.10
following the strong US jobs data. T 4.4976 042
In the commodity space, crude oil prices jumped more than 3% d/d each amid

. . i USD/SGD 137115 023
the cold spell in parts of US and Europe and further US sanctions on Russia.
US NFP raises risks of extended Fed pause; consumer sentiment fell on Commodities
weakened expectations index WTI ($/bbl) el
Gains in December’s NFP (+256k vs +212k) surprised on the upside again, while ~ Brent ($/bbl) 7976 3.69
revisions to the past two months were a smallish -8k. Employment trended up ~ Gold ($/0z) 2,715.00  0.90
in health care, government, and social assistance, while retail trade added jobs  copper ($3/MT) 9,0901.50  0.14
during the month, following a job loss in November. The unemployment rate  Ajuminum($/MT) 2,571.50 1.28
unexpectedly eased to 4.1% in December, better than consensus forecastand  cpg (Rm/tonne) 4,631.00  -152

Fed’s projection of 4.2%. Wage growth was 0.3% m/m and +3.9% y/y, slowing
from +0.4% m/m and +4.0% y/y previously.

e  The University of Michigan Sentiment index unexpectedly weakened to 73.2
in January from 74.0 previously, as divergent views of the present (77.9 vs
75.1) and the future (70.2 vs 73.3) reflects easing concerns over the current
cost of living, but surging worries over the future path of inflation, the latter

Source: Bloomberg, HLBB Global Markets Research
* CPO dated as of 9 Jan
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seeing year-ahead and long run inflation expectations soaring to 3.3%, its
highest since May 2024 for the former and up 0.3ppts for the latter.

Australia’s household spending continued to grow, albeit a milder pace

e Household spending continues to grow, albeit weaker than expected at +0.4%
m/m in November and a deceleration from +0.9% m/m the prior month. 6 out
of the 9 spending categories rose, with Black Friday sales and strength in new
vehicle purchases driving discretionary spending up +0.4% m/m during the
month, suggesting RBA may comfortably leave its cash rate unchanged at
4.35% in February.

Japan’s leading index’s index fell after two months of improvement

e The leading Index fell more than expected to 107.0 in November from 109.1
previously, while the assessment of coincidence was maintained at “halting to
fall.” The downtick for the leading index was the first in two months, primarily
weighed down by floor area (housing starts), Nikkei Commodity price index as
well as worsening small business sales forecasts. Most of the other sub-
indicators improved, suggesting that the economy remains on a moderate
increasing trend.

Malaysia’s IPI accelerated for the first time in four months to +3.6% vy/y;
soothing slowdown concerns seen after soft October data

e Industrial Production Index (IPI) grew at a faster pace for the first time in four
months, by 3.6% y/y in November (Oct: +2.0% y/y). This came in above
consensus estimate (+2.5% y/y) but below our expectation (+4.1% y/y), but
still marked an improvement nonetheless. The reacceleration in production
growth was driven by improvement seen across all the three key sectors, most
notably manufacturing. This should soothe concern seen last month when
October data releases came in on the weaker side, and was in line with our
view that economic activities will see better traction in November and
December.

e A separate release on manufacturing sales also echoed the same, registering
quicker growth of 4.5% y/y in November (Oct: +3.0% y/y) on the back of a pick-
up in export-oriented sectors and softening domestic-oriented sectors.
Accompanying labour market data were also positive, as salaries & wages rose
at a faster pace for the 2nd straight month (+1.8% vs +1.7% y/y), while the
number of employees also gained speed for the 2nd straight month and
increased 1.0% y/y (Oct: +0.9% y/y).

e We remain cautiously optimistic of sustained growth in the final quarter of the
year, expecting economic activities to improve further in December. No
change to our 4Q GDP growth forecast of 5.3% and full year GDP growth
projection of 5.2% for now pending the release of advanced estimates on 17-
Dec and other December data in the near future.

House View and Forecasts

FX This Week 1Q-25 2Q-25 3Q-25 4Q-25
DXY 107-111 109.03 108.76 106.58 104.45
EUR/USD 1.01-1.05 1.03 1.03 1.05 1.06
GBP/USD 1.21-1.25 1.24 1.24 1.25 1.27
usD/JPY 154-161 158 155 150 146
AUD/USD 0.60-0.64 0.62 0.63 0.64 0.66
USD/MYR 4.47-4.54 4.55 4.50 4.40 4.35
USD/SGD 1.35-1.38 1.37 1.35 1.32 1.29
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Rates, % Current 1Q-25 2Q-25 3Q-25 4Q25
Fed 4.25-4.50 4.00.-4.25 3.75-4.00 3.75-4.00 3.75-4.00
ECB 3.00 2.50 2.00 2.00 2.00
BOE 4.75 4.50 4.25 4.00 4.00
BOJ 0.25 0.50 0.50 0.75 0.75
RBA 4.35 4.35 4.10 3.85 3.60
BNM 3.00 3.00 3.00 3.00 3.00
Source: HLBB Global Markets Research Hong Leong Bank Berhad
U Fixed Income & Economic Research, Global
p Next Markets
Date Events Prior Level 8, Hong Leong Tower
13-Jan AU Melbourne Institute Inflation YoY (Dec) 2.90% 6, Jalan Damanlela
CH Exports YoY (Dec) 6.70% Bukit Damansara
US NY Fed 1-Yr Inflation Expectations (Dec) 2.97% 50490 Kuala Lumpur
14-Jan AU Westpac Consumer Conf SA MoM (Jan) -2.00% Tel: 603-2081 1221
JN Eco Watchers Survey Outlook SA (Dec) 49.4 Fax: 603-2081 8936
US NFIB Small Business Optimism (Dec) 101.7 HLMarkets@hlbb.hongleong.com.my
US PPI Final Demand YoY (Dec) 3.00%

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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