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14 May: No signs of tariff impact on US inflation yet

Little change in pricing for Fed rate cut despite softer than expected US CPI prints
Global stocks ended mixed; UST yields mildly lower; USD weakened against all G10s
GBP strengthened despite cooler jobs and wage growth for the UK

e US equity closed mostly higher after the US reported a softer- Key Market Metrics
than-expected inflation print overnight, and marked its lowest Level d/d (%)
reading since 2021. The S&P 500 gained 0.7% d/d, Nasdaq rallied Equities
1.6% d/d, but the Dow lost 0.6% d/d as shares of UnitedHealth Dow Jones 42,140.43  -0.64
pressured the benchmark. Also lifting sentiment was the recent S&P 500 dmnd
trade pact with the UK and China, a welcome sign of thawing NASDAQ 19,010.08  1.61
trade tension between the US and the rest of the world, sending SEEmlEr AL ssAT 012
stocks like Nvidia, AMD and Boeing higher for another day. Sles Lin 860252  -0.02
e Elsewhere, stocks closed mixed. Equity indices closed higher in LG 2 818326 143
Cs1 300 3,806.26  0.15

Europe (Stoxx 600: +0.1% d/d) and Japan (Nikkei 225: +1.4% d/d),

but fell in Hong Kong (Hang Seng: -1.9% d/d). That said, Asian RS2 il SR

markets are poised to trade higher today tracking Wall Street = TR TTUTE 308105 0.13
KLCI 30 1,582.39  2.32
and futures.
e In the bond space, Treasuries were little changed despite the
light US CPI, as investors largely held on bets that the Fed will = 101.00 077
likely stay put in the near term while waiting for impact from the Dollarndex 111'35 -0'88
tariffs to trickle in. The 2Y and 10Y Treasury yields fell 1bps each (E;UR/U:D 1'3306 o'gg
to 4.00% and 4.47% respectively. 10Y European bond yields, U:;/;PYD 1'4”3 0'66
;r:)eanwhlle, closed up a more modest pace of 1-4bps (prior: 6- I — 0.6471 55
pS). USD/CNH 7.1991 -0.02
e In the forex space, the Dollar traded weaker against all its G10
, USD/MYR 4322  0.50
peers after the softer than expected US CPI print, and the DXY AT 13011 039
slid 0.8% d/d to 101.00. The US-China trade truce also saw
mvestors. piling up on risk-on currencies .allgned to Ch.lna s S
0,
outlook like AUD (+1:6A d/d to 0.§471), while GBP appreciated WTI ($/bbl) 6367 278
1.0% d/d 1.3306 despite data showing a cooler labour market for Brent ($/bbl) 66.63 257
the UK. . _ . . Gold ($/02) 3,247.80 061
. Reg|onal_ currencies, meanwhile, cIsted mixed against the Copper (6$/MT) 0590.50  0.83
Dollar, with CNH and SGD stre.ngthenlng to 7.1991 (+0.02% d/d) Alumi num($/MT) 249000  0.40
and 1.3011 (+0.4% d/d) respectively, but MYR weakened 0.5% d/d PO (RM/tonne) 3797.00  0.46
to 4.3222. Source: Bloomberg, HLBB Global Markets Research
e In the commodity space, oil prices jumped more than 2.0% d/d ¥ DElRIEE e o R

after President Trump threatened to ramp up sanctions against
Iranian crude if a nuclear deal is not reached. The WTI closed the
day at $63.67barrel, and Brent at $66.63/barrel.




Muted impact from tariffs on US inflation in April

US inflation rose 0.2% m/m for both headline and core in April
(Mar: -0.1% m/m for headline, +0.1% m/m for core), below the
0.3% m/m increase expected by the market. This means
headline inflation eased to 2.3% y/y (prior: 2.4% y/y), its lowest
reading since February 2021, while core held steady at 2.8% y/y.
Shelter costs rose 0.3% m/m during the month (Mar: +0.2%
m/m), accounting for more than half of the monthly increase.
April report also showed muted impact from the tariff fallout,
with prices of new vehicles and apparel unchanged and falling
0.2% m/m respectively. Deflationary pressures in recreation and
travel-related categories also helped to offset the inflationary
pressure, but is also a sign that consumers are cutting back on
leisure and discretionary spending. Despite the softer print, we
opine that it is unlikely that the Fed will accelerate its rate-cut
timetable at this juncture, as concerns over increases due to
tariffs remain in the next few months, and amid still sturdy
average weekly earnings (+1.7% y/y vs 1.1% y/y).

Meanwhile, the NFIB Small Business Optimism index declined
less than expected by 1.6ppts to 95.8 in April. This marks the
second reading below the long-term average of 98 as policy
uncertainty continues to dent sentiment. As it is, outlook on
business conditions is less supportive of future business
investments.

Jump in economic sentiment for the Eurozone

In contrast, the ZEW economic sentiment jumped to 11.6 in May,
up a whopping 30.1 points m/m on optimism over the new
government, some progress in the tariff disputes and a
stabilising inflation rate. Notably, outlook improved for the
banking industry and export-intensive sectors such as the
automobile and chemical industries, as well as metal, machine
and steel production.

Cooler labour and wage growth for the UK; unlikely to alter
gradual rate cut path

Despite the steep increases in payroll taxes and minimum wage
in April, the UK labour market did not show any sharp sign of
deterioration. The number of payrolled employees fell just a
shade more than expected by 33k in April (Mar: -47k), while
unemployment rate ticked up to 4.5% from 4.4%. As hiring
conditions cooled, wage growth also eased gradually to +5.6%
y/y in the 3-months to March (prior: 5.9% y/y). That said, with
wage growth running well above the wage growth consistent
with UK's 2.0% inflation target, it is thus unlikely for the BOE to
speed up rate cuts going forward. No change in our view of a
quarter point cut each in 3Q and 4Q of 2025.
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Still weak Australia’s business and consumer confidence

e Both consumer (Westpac: +2.2% m/m in May vs -6.0% m/m in
April) and business (NAB: -1 in April vs -3 in March) confidence
remained weak as compared to historical levels, adding to signs
that the economy is struggling to gain momentum and boosting
the case for rate cuts going forward. Business conditions also
eased slightly to +2 (Mar: +3), its lowest since August 2020, as
profitability weakened, forward orders slipped and firms’
spending plans took a hit.

Softer Japan’s PPI as prices of raw materials declined
e Data this morning showed that Japan’'s producer prices
decelerated more than expected by 0.2% m/m in April following
March’s +0.4% m/m increase. Largely driving the softer prices
were contractions in prices of chemicals, non-ferrous metals,
petroleum, iron and steel products.

House View and Forecasts

FX This Week 2Q-25 3Q-25 4Q-25 1Q-26
DXY 99-103 99.70 98.35 97.01 95.70
EUR/USD  1.10-1.14 1.14 1.15 1.17 1.19
GBP/USD  1.31-1.35 1.31 1.32 1.33 1.34
USD/CHF 0.81-0.85 0.81 0.80 0.79 0.78
usD/JpY 143-149 142 139 136 133
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  7.19-7.26 7.43 7.35 7.28 7.21
USD/MYR  4.24-4.33 4.54 450 4.47 4.40
USD/SGD  1.28-1.32 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

Up Next

Date Events Prior Hong Leong Bank Berhad

14-May AU Wage Price Index YoY (1Q) 3.20% Fixed Income & Economic Research,
US MBA Mortgage Applications 11.0% Global Markets

15-May AU Consumer Inflation Expectation (May) 4.20% Level 8, Hong Leong Tower
AU Employment Change (Apr) 32.2k 6, Jalan Damanlela
AU Unemployment Rate (Apr) 4.10% Bukit Damansara
UK GDP QoQ (1Q P) 0.10% 50490 Kuala Lumpur
ECGDPSAQoQ(1Q5S) 0.40% Tel: 603-2081 1221
US Retail Sales Advance MoM (Apr) 1.40% Fax: 603-2081 8936
US Empire Manufacturing (May) -8.1 HLMarkets@hlbb.hongleong.com.my
US PPI Final Demand YoY (Apr) 2.70%
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US Philadelphia Fed Business Outlook (May) -26.4
US Initial Jobless Claims 228k
US Industrial Production MoM (Apr) -0.30%
US NAHB Housing Market Index (May) 40

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.




