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Global Markets Research

Daily Market Highlights

15 Aug: Sell-off in Wall Street after upside surprises in PPI

Hot PPI and pushbacks on jumbo rate cut by Fed officials pared Fed rate cut bets
Better than expected 2Q GDP for the UK & Japan; all eyes on Malaysia’s 2Q GDP today
Today’s focus: Trump-Putin’s meeting; US retail sales & IPI; China’s first tier data

« Wall Street mostly fell while Treasury yields jumped overnight Key Market Metrics
after a hotter-than-expected producer prices index (PPI) and Level d/d (%)
pushbacks for jumbo rate cuts by three Fed officials saw traders Equities
scaling back on their rate cut bets. At the point of writing, Dow Jones 491126 -0.02
markets trimmed their Fed rate-cut expectations for the rest of S&P 500 6,468.54  0.03
the year to about 57bps, as compared with around 64bps the NASDAQ 21,7067 -0.01
Stoxx Eur 600 553.87 0.55

day on Wednesday. For the September FOMC meeting, traders

also dialled back their rate cut bets from above 100% to 92% A= L e
currently. Nikkei 225 42,649.26 -1.45
e At close, the Dow and Nasdaq settled marginally underwater, Slel CALESLE S
while S&P 500 ended with small gain. Treasury yields jumped 5- Ha”? >eng 5,519.32 - -037
. Straits Times 4,256.52 -0.38
6bps (prior: -5 to -6bps), and the benchmark 2Y- and 10Ys closed
KLCI 30 1,581.05 -0.35
the day at 3.73% and 4.29%.
e Global stocks were mixed. Favourable earnings from insurers EX
and rally in defense stocks ahead of Trur.np-?utln’s meeting Dollar Index 9895  0.42
pushed Stoxx Eur 600 up 0.6% d/d, but Nikkei 225 and Hang EUR/USD 11648  -049
Seng tumbled 1.5% d/d and 0.4% d/d respectively. Similar to GBP/USD 13532  -032
treasuries, 10Y European bond yields rebounded 2-5bps after USD/JPY U176 0.26
closing 4-8bps lower the day before. AUD/USD 06495 -078
« In the forex space, the DXY strengthened 0.4% d/d to 98.25 USD/CNH 71821  0.01
following the rise in treasury yields. The Dollar appreciated USD/MYR 42122 012
against all its G10 peers. EUR (-0.5% d/d to 1.1648) weakened for USD/SGD 12847 036
the first session in 3 days, while GBP reversed early gains from USD/KHR 4,00820  0.02
the better than expected UK’s 2Q GDP to close 0.3% d/d softer USD/THB 3237 033
at 1.3532. Similarly, JPY reversed gains after the US PPI report
and closed the day 0.3% w/w weaker at 147.76. JPY had earlier Commodities
rallied after Treasury Secretary Bessent said that the Bank of WTI ($/bbl) 63.96 209
Japan is falling behind the curve in addressing inflation. Brent ($/bbl) 66.84  1.84
« Intheregional space, KRW (-0.8% d/d) led most Asian currencies Gold ($/0z2) 3,335.20 -0.70
weaker against the Dollar while IDR (+0.5% d/d) and HKD (+0.3% Copper ($$/MT) 9,766.00 -0.38
d/d) outperformed. SGD and MYR depreciated 0.1-0.4% d/d to Aluminum($/MT) 261950 013
1.2847 and 4.2122, the latter ahead of its final 2Q GDP print CPO (RM/tonne) 4,368.00  0.29
today, which is expected to show the Malaysian economy has ~ source Bloomberg, HLBB Global Markets Research

. - . * Closing as of 13 Aug for CPO
remained resilient in 2Q.




In the commodity space, crude oil prices clawed back losses
ahead of the Trump-Putin talks. The WTI rose 2.1% d/d to
$63.96/barrel, while Brent gained 1.8% d/d to $66.84/barrel.

US PPI accelerated to its highest since February, keeping
inflation concerns intact

Producer prices accelerated more than expected to its fastest
pace since February at +3.3% y/y in July (June: +2.4% y/y) and
grew at its strongest pace in 3 years by +0.9% m/m (prior: no
change). Services inflation provided much of the push, rising
1.1% m/m (prior: -0.1% m/m), while prices for goods also
climbed 0.7% m/m (prior: +0.3% m/m). The strong PPI but tamer
than expected CPI suggests that businesses have largely been
absorbing much of the tariff costs, but one that could reverse
course soon as producers pass on the higher costs to
consumers.

On the labour front, initial jobless claims fell more than
expected by 3k to 224k for the week ended August 9 (prior: +8k),
while continuing claims remained elevated but also dropped
15k to 1953k for the week ended August 2 (prior: +32k). As it is,
businesses have largely pared back on hiring new employees
amid economic uncertainty, but the relatively low level of initial
filings suggests that layoffs remained low.

Eurozone’s final 2Q GDP growth was left unchanged; industrial
output shrank more than expected

Broadly softer data from the Euro bloc. 2Q GDP although was
left unchanged at +0.1% q/q, marked a slowdown from 1Q’s
+0.6% q/q and was unsynchronised across the various
economies. GDP growth ranged from -1.0% q/q in Ireland and -
0.1% q/q in Germany to +0.3% qg/q in France and +0.7% q/q in
Spain.

Moreover, the sharper than expected drop in IPI data (-1.3%
m/m vs in June vs +1.1% m/m in May) suggests that the initial
boost in production numbers was mainly driven by US
frontloading rather than a cyclical recovery. With paybacks
expected and weak manufacturing PMIs, industrial weakness
looks set to continue in 2H.

Stronger than expected 2Q GDP growth for the UK paves way for
only gradual rate cuts

UK reported stronger than expected GDP prints with monthly
growth rebounding to +0.4% m/m in June (May: -0.1% m/m)
while quarterly growth moderated less than expected to +0.3%
g/q (1Q: +0.7% qg/q). Across the broader 2Q, growth continues
to be led by services (+0.4% q/q vs +0.7% q/q), while
manufacturing eased to +0.3% q/q from 1.1% q/q previously. For
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the latter, 5 out of the 13 manufacturing subsectors recorded
growth led by tariff-exempt pharmaceuticals.

As it is, the economy was largely weak in April and May, with
some activity brought forward to 1Q ahead of the stamp duty
and tariff changes, but has recovered strongly in June. With 2Q’s
growth still above BOE's forecast of 0.1% q/q and the latest
policy decision being finely balanced, there is thus, no changein
our view that any gradual rate cuts will likely stay gradual going
forward.

Japan’s 2Q GDP beats expectations on steady domestic and
external demand

Similarly, 2Q GDP for Japan also overshot consensus forecast at
+1.0% q/q in 2Q, an acceleration from +0.6% q/q in the prior
quarter. Driving the pick-up were steady consumer spending
(+0.2% q/q), while business spending (+1.3% q/q vs +1.0% q/q)
and net exports contributions to GDP (0.3% vs -0.8%) were also
better than expected.

The latest data reaffirmed expectations that the Japanese
economy is showing some resiliency although growth is likely to
moderate ahead as trade policies likely weigh on overseas
demand and domestic corporate profits. There is no change in
our view that the central bank will continue to raise rates as long
as they are confident that the domestic economy can stay
steady amid the headwinds ahead.

Australia’s labour market remains tight; unemployment rate
dropped to 4.2%

The labour market remains tight in July, backing the case for a
cautious RBA rate cut. With employment rising by 24.5k (prior:
+1.0k), the unemployment rate fell by 0.1ppts to 4.2%, but more
importantly, growth in employment outpaced population
growth and was driven by full-time (+60.5k vs -36.6k) rather than
part-time employment (-35.9k vs +37.6k).

House View and Forecasts

FX This Week 3Q-25 4Q-25 1Q-26 2Q-26
DXY 97.48-101.50 98.32 96.29 94.99 93.77
EUR/USD 1.12-1.18 1.16 1.19 1.20 1.22
GBP/USD  1.31-1.37 1.36 1.38 1.39 1.40
USD/CHF  0.78-0.82 0.81 0.80 0.79 0.78
usD/JpY 146-153 147 144 140 137
AUD/USD  0.62-0.66 0.63 0.65 0.67 0.68
NZD/USD  0.57-0.62 0.59 0.60 0.61 0.61
USD/CNY  7.15-7.23 7.20 7.16 7.12 7.10
USD/MYR  4.19-4.30 4.28 4.25 4.22 418
USD/SGD  1.27-1.31 1.29 1.26 1.24 1.22
USD/THB  31.61-33.23 32.70 32.50 32.30 32.30
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Rates, % Current 3Q-25 4Q25 1Q26 2Q26
Fed 4.25-4.50 4.00-4.25 3.75-4.00 3.50.-3.75 3.25.-3.50
ECB 2.00 2.00 2.00 2.00 2.00
BOE 4.00 4.00 3.75 3.50 3.50
SNB 0.00 0.00 0.00 0.00 0.00
BOJ 0.50 0.50 0.50 0.75 0.75
RBA 3.60 3.60 3.35 3.10 3.10
RBNZ 3.25 3.00 2.75 2.75 2.75
BNM 2.75 2.75 2.75 2.75 2.75
Source: HLBB Global Markets Research
Up Next
Date Events Prior
15-Aug CH New Home Prices MoM (Jul) -0.27%
CH Used Home Prices MoM (Jul) -0.61%
CH Retail Sales YoY (Jul) 4.80%
CH Industrial Production YoY (Jul) 6.80%
CH Fixed Assets Ex Rural YTD YoY (Jul) 2.80%
CH Surveyed Jobless Rate (Jul) 5.00%
MA GDP YoY (2Q F) 4.50%
HK GDP YoY (2Q F) 3.10%
US Retail Sales Advance MoM (Jul) 0.60%
US Empire Manufacturing (Aug) 5.5
US Import Price Index YoY (Jul) -0.20%
US Industrial Production MoM (Jul) 0.30%
US U. of Mich. Sentiment (Aug P) 61.7
18-Aug SI Non-oil Domestic Exports YoY (Jul) 13.00%
EC Trade Balance SA (Jun) 16.2b
US New York Fed Services Business Activity (Aug) -9.3
US NAHB Housing Market Index (Aug) 33
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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.




