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Daily Market Highlights

16 May: April data shows payback from 1Q’s frontloading

Global equities closed mixed; US treasuries yields & DXY fell after a bag of weak US data
US retail sales and industrial output normalized from pre-tariff boosts; PPI fell
Strong Eurozone & UK 1Q GDPs unlikely to be repeated; Japan’s economy shrank in 1Q

e Wall Street was choppy and settled mixed. The S&P 500 climbed Key Market Metrics

for the fourth straight session by 0.4% d/d, continued Level did (%)
piggybacking on positive vibes from the US-China’s temporary Equities
trade truce. The Dow rebounded +0.7% d/d, but Nasdaq lost Dow Jones ZEregid Lk
0.2% d/d dragged by reports that Meta will delay the rollout of S&P 500 Bl
its AI model. Treasury yields also fell, providing a tailwind to il 1911232 -0.18
stocks. Stoxx Eur 600 546.95  0.56
e Other news making the headline overnight includes Walmart FEE L 8,633.75 087
cautioning that tariffs means that the retailer expects to begin Nikkei 225 W86 088
raising some prices this month. Fed Chair Jerome Powell also 1300 S e
warned that we may be entering a period of more frequent and Hang Seng D
. . Straits Times 3,891.94 0.54
potentially more persistent supply shocks, a challenge for
central banks worldwide. President Trump, meanwhile, turned KLC1 30 1ersez 088
his sight on India and asked Apple to stop iPhone production in i
[ndia. , , Dollar Index 10088 015
e Elsewhere, Stoxx Eur 600 closed 0.6% d/d higher with defense — 187 oA
sector leading charge after German’s new defense minister T _— o
pledged more on its military and defense spending, but Asian IR 14567 074
markets closed mostly in red. SETED 06406 034
e In the bond space, Treasuries yields slid 8-11bps (prior: +5 to R 72049 -0.09
+7bps) across the curve after US PPI unexpectedly fell and amid USD/MYR 42828 042
the pullback in retail sales. The 2Y yield fell 9bps to 3.96%, while USD/SGD 12977 -036
the 10Y yield plunged 11bps to 4.43%. 10Y European bond yields USD/KHR 4,008.00  0.00
also tumbled 3-9bps during the day after closing up 1-4bps the
day before. Commodities
e In the forex space, the DXY fell 0.2% d/d to 100.88 after the PPI WTI ($/bbl) 61.62  -2.42
and retail sales prints, and the Dollar weakened against most of Brent ($/bbl) 64.53  -2.36
its G10 peers save for the NZD, NOK and AUD. AUD strengthened Gold ($/0z) 3,226.60 1.20
to 0.6458 after Australia’s stronger-than-expected labour prints, Copper ($$/MT) 9,677.00  -0.31
but later pared its gains to close 0.3% d/d weaker at 0.6406. Aluminum($/MT) 2,489.00  -1.56
Haven currencies CHF (+0.8% d/d) and JPY (+0.7% d/d to 145.67) CPO (RM/tonne) 3,977.50 2.26

outperformed all their G10 peers, while GBP rallied 0.3% d/d to Source: Bloomberg, HLBB Global Markets Research
1.3305 after UK’s strong 1Q GDP reading. * Dated as of 14 May for CPO, USD/KHR
e Similarly, most Asian currencies strengthened against the Dollar
with SGD (+0.4% d/d to 1.2977) outperforming most of its
regional peers. CNH and MYR appreciated in tune to 0.1% d/d




each to close at 7.2049 and 4.2828 respectively, the latter ahead
of the release of its final 1Q GDP number.

In the commodity space, oil prices tumbled in tune to 2.4% d/d
each to $61.62/barrel for the WTI and $64.53/barrel for the
Brent. This comes after President Trump said that the US was
close to a deal in which Tehran would drop its nuclear-weapon
ambitions, raising potential of fresh Iranian crude supplies.

US consumer spending and manufacturing output pulled back in
April after 1Q’s front-loading boosts; unexpected fall in PPI as
companies absorbed higher costs for now

Although better than expected, the much smaller increase in
April’s retail sales (+0.1% m/m vs +1.7% m/m) suggests a
pullback in spending after March’s surge due to pre-emptive
buying ahead of tariff-related price hikes. 7 of the 13 categories
posted declines, led by gasoline and apparel, the latter which is
largely imported. Car sales also declined slightly after a buying
spree in the previous month.

Meanwhile, industrial production was softer than expected with
stalled growth (Mar: -0.3% m/m) as manufacturing contracted
0.4% m/m (Mar: +0.3% m/m), while a subdued PPI (+2.4% vs
+3.4% y[y and -0.5% vs 0.0% m/m) signals that companies are
absorbing higher costs and lower margins for now but this may
not continue for long, as suggested by Walmart.

On the labour front, initial jobless claims held steady at 229k for
the week ended May 10 after declining 12k the prior week in a
sign of a still stable labour market. On the housing front, the
NAHB Housing Market index, a measure of builder confidence,
unexpectedly fell 6 points to 34.

All in, data in general suggests there will be payback in 1Q’s
front-loading and that the Fed will be in a position to loosen
monetary policy later in the year, but likely at a very careful pace
of 25bps every quarter.

Eurozone’'s 1Q GDP revised slightly lower; still sturdy
employment market
e The Eurozone economy grew slower than initially estimated by

+0.3% q/q in 1Q, below its initial estimate of +0.4% q/q but was
still an improvement from 4Q’s +0.2% q/qg. Notably, industrial
output (+2.6% m/m in Mar vs +1.1% m/m Feb) had a strong start
during the year, likely related to US front-loading, and as such,
could mirror US' April numbers and see a pull-back going
forward. Employment (+0.3% q/q vs +0.1% q/q) held up well, but
weaker growth ahead could prompt firms to start shedding
workers, not boding well for an already anaemic consumer
spending and growth outlook going forward.
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Jump in UK’s 1Q GDP unlikely to be repeated in 2Q

In the UK, GDP growth came in stronger than expected at +0.2%
m/m in March (Feb: +0.5% m/m) and +0.7% q/q in 1Q (prior:
+0.1% q/q), driven by an increase of 0.7% q/q (prior: +0.1% q/q)
in the services sector. Production rebounded to increase by 1.1%
q/q (prior: -0.4% q/q), while the construction sector showed no
growth after growing +0.3% q/q previously. In expenditure
terms, growth was driven by increases in gross fixed capital
formation (+2.9% q/q vs -0.6% q/q), net trade and household
consumption (+0.2% q/q vs +0.1% q/q).

Notably, manufacturing was up by 0.8% q/q, with transport
equipment, a major export to the US, driving the bulk of the
growth and likely due to tariff-driven preloading effect. As such,
this bump in activity will likely be short-lived given the double-
blow from the steep increase in its national insurance
contribution (NIC) and tariff fallout in 2Q, in line with BOE's
projection of a softer growth of 0.1% q/q during the quarter.

Tight labour market for Australia; softer but still elevated
inflation expectations

Echoing the strong wage growth data, labour market remains
solid in Aprill with employment jumping more than expected by
+89.0k (prior: 36.4k) and unemployment rate steady at 4.1%.
The rise in employment was driven by full-time workers, while
employment growth also outpaced population growth at 2.7%
y/y and 2.1% y/y respectively, a sign of a still tight labour market
and likelihood of still elevated wage growth going forward and
only gradual rate cuts in the next RBA meeting next week.
Consumer inflation expectations also eased, but remained
above the central bank’s target range at 4.1% in May (Apr:
4.2%).

Japan’s economy shrank for the first time in five quarters

In Japan, the economy contracted more than expected by an
annualized rate of 0.7% q/q in 1Q (Prior: +2.4% q/q), as private
consumption stalled (prior: +0.1% q/q) while net exports
subtracted 0.8ppts to GDP as import growth outpaced exports
growth. Business spending accelerated to +1.4% q/q (prior:
+0.8% q/q), while inventory also added 0.3ppts to GDP, a
turnaround from -0.3ppts the prior quarter.

The quarterly contraction even before Trump's tariffs kicks in
raises concerns over the resilience of the economy, and this
weakness will further lend support that the BOJ will likely pause
its tightening cycle while it assesses the impact from the higher
levies.
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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 1.15 117 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 4.50 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 4.00-425  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
BO) 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

16-May SI Non-oil Domestic Exports YoY (Apr) 5.40%
MA GDP YoY (1Q F) 4.40%
HK GDP YoY (1Q F) 3.10%
EC Trade Balance NSA (Mar) 24.0b Hong Leong Bank Berhad
US Housing Starts MoM (Apr) -11.40% Fixed Income & Economic Research,
US Building Permits MoM (Apr P) 0.50% Global Markets
US Import Price Index YoY (Apr) 0.90% Level 8, Hong Leong Tower
US New York Fed Services Business Activity (May) -19.8 6, Jalan Damanlela
US U. of Mich. Sentiment (May P) 52.2 Bukit Damansara

19-May CH New Home Prices MoM (Apr) -0.08% 50490 Kuala Lumpur
CH Used Home Prices MoM (Apr) -0.23% Tel: 603-2081 1221
CH Retail Sales YTD YoY (Apr) 4.60% Fax: 603-2081 8936
CH Industrial Production YTD YoY (Apr) 6.50%
CH Fixed Assets Ex Rural YTD YoY (Apr) 4.20% HLMarkets@hlbb.hongleong.com.my
CH Surveyed Jobless Rate (Apr) 5.20%
EC CPI Core YoY (Apr F) 2.70%
US Leading Index (Apr) -0.70%

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.




