$ HonglLeong Bank
16 July 2025

Global Markets Research

Daily Market Highlights

16 Jul: Risk-off following higher US inflationary pressure

Inflation angst weighed on equity markets; sent UST yields & DXY up
Traders pared rate cut bets despite still modest inflationary pressures
Resilient 5.3% growth for China in 1H; US slapped Indonesia with a 19% tariff rate

« Worries over inflation and a sell-off in financial stocks amid a Key Market Metrics
mixed bag of big bank earnings and guidance saw a sell-off in Level d/d (%)
most US stocks, sending the Dow and S&P 500 sliding -1.0% d/d Equities
and -0.4% d/d overnight. Nasdaq (+0.2% d/d) was the outlier, Dow Jones 4402329 -0.98
underpinned by the rally in Nvidia shares after the chip company S&P 500 624376  -0.40
said it had received assurance that it can resume deliveries of its NASDAQ 20677.80  0.18
H20 GPU to China again. Stoxx Eur 600 54495 -0.37
« Worries over inflation also saw traders paring rate cut bets and FHEIL 833832 =066
Treasury yields rising at a faster pace of 4-6bps across the curve Nikkei 225 3967802 0.55
(prior: +1 to +3bps). The 2Y yield closed the day 4bps higher at CS1300 401906 0.03
3.94%, while the 10Y rose 5bps to 4.48%. Ha”? Se‘ng Goar
« Elsewhere, European markets (Stoxx Eur 600: -0.4% d/d) closed Straits Times al19m 026
) : , . o . o7 KLCI 30 1,52540 -0.79
slightly lower with the inflation angst hitting appetite for riskier
assets, while 10Y sovereign bond yields retreated in tune to 2- EX
3bps save for the UK and Norwegian bonds (prior: 0 to +2bps). Dollar Index 98.62  0.55
Asian markets closed mostly higher after China’s 2Q GDP beat, EUR/USD 11601  -0.54
but may likely retreat today as Fed cut bets waned. GBP/USD 13384 -032
« The dollar gauge (DXY) climbed 0.6% d/d to 98.62, and all G10 USD/JPY 14888  0.79
currencies weakened against the greenback led by NOK (-1.1% AUD/USD 0.6514 -047
d/d), SEK (-1.1%) and JPY (-0.8% d/d to 148.88). Asian currencies USD/CNH 71845  0.17
mostly weakened against the Dollar as well, with KRW (-0.3% USD/MYR 42415 -0.28
d/d), SGD (-0.3% d/d to 1.2853) and CNH (-0.2% d/d to 7.1845) USD/SGD 1.2853  0.25
underperforming their regional peers. IDR weakened 0.1% d/d, USD/KHR 401000 005
but we expect the rupiah to be well supported today after USD/THB 3241 0.06
Indonesia landed a pact with the US with a 19% tariff rate. MYR,
meanwhile, led gains against the greenback within the regional Commodities
space, appreciating 0.3% d/d to 4.2415. WTI ($/bbl) 66.52 -0.69
« In the commodity space, a stronger USD and easing supply Brent (3/bbl) 68711 -0.72
concerns from Trump'’s 50-day deadline for Russia to end the Goldi(3/02) 3386.0  0.67
Ukraine war and avoid sanctions saw crude oil prices tumbling el ek L hat ) L
in tune to 0.7% d/d. The WTI closed the day at $66.52/barrel, and G TG L) 25800 =044
CPO (RM/tonne) 4,155.00 1.00

Brent at $68.71/barrel.
Source: Bloomberg, HLBB Global Markets Research

* Closing as of 14 July for CPO




Still tame inflationary pressure on modest impact from tariff
hike for the US

Consumer price index (CPI) prints showed an acceleration in
price pressures, with both headline and core prices accelerating
to +0.3% m/m (matching expectations) and +0.2% m/m (below
forecast) in June (prior: +0.1% m/m for headline and core). On a
yearly basis, prices grew by more than expected for headline
(+2.7% y/y vs +2.4% y/y), while core CPI picked up to +2.9% y/y in
June as expected (prior: +2.8% y/y).

Details suggest that softer shelter cost and falling new car
prices, helped offset the higher cost of services from medical
and transportation, as well as some, but still modest evidence of
tariff impact on goods like fresh fruit & vegetables, household
appliances, toys and textiles. Prices are nonetheless still
expected to strengthen further going forward but at this
juncture, still modest inflationary pressure will give Fed's Powell
and his team more ammunition to stay in the in wait-and-see
stance for now. At the point of writing, consensus is expecting
the next rate cut in the October FOMC meeting and pricing for
rate cuts for the year dialling back to just 43bps.

Meanwhile, growth in real average weekly earnings eased for
the second month to +0.7% y/y in June from +1.4% y/y previously,
while business activity picked up slightly in New York State in
July. The Empire State Manufacturing Survey index jumped 22
points to +5.5, its first positive reading since February and better
than expected. Moving forward, firms remained fairly optimistic
over the outlook as well.

Positive output and sentiment print from the Eurozone

e IPIjumped more than expected by 1.7% m/m in May after April’s

-2.2% m/m blip, driven by higher output of non-durable
consumer and capital goods as well as on energy. In our opinion,
the jump was partially supported by US frontloading of more
Eurozone goods (today’s trade data will provide more clarity on
this), suggesting that the 2Q manufacturing number will not be
as bad as expected due to reversal of front-loading. Outlook
ahead nonetheless will continue to be weighed down by the
tariff development (latest: 30%).

The ZEW Survey Expectations index also improved 0.8 points to
36.1 in July as the tariff hike pause and potential economic
stimulus from the German government boosted sentiment.
Increased optimism is particularly reflected for mechanical
engineering and metal production sectors, followed by the
electrical industry, the latter still exempted by the current round
of levy hikes.
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Australia’s consumer confidence improved on future economic
outlook and finances

Westpac consumer confidence improved at a faster pace of 0.6%
m/m in July as compared to June's +0.5% m/m. Driving the uptick
was an improved outlook for family finances and on the
economy, which more than offset declines in the intention to buy
big-ticket items like dwelling, in line with RBA’s view that
consumer spending will continue to grow going forward, albeit
at a cautious pace.

China’s 2Q GDP growth beat expectations at +5.2%; a slight
deceleration from 1Q’s +5.4%

China’s 2Q GDP came in slightly stronger than expected at +5.2%
yly, beating street estimate’s +5.1% y/y, continues to outpace
official target’s 5.0% y/y but a deceleration from +5.4% y/y in 1Q.
In the accompanying statement, the National Bureau of
Statistics (NBS) commented that the economy maintained on a
steady path with good momentum, but also warned that there
are many unstable and uncertain external factors ahead, and
that domestic demand is “insufficient,” possibly suggesting
more stimulus on the deck going forward (Please refer to
Research Alert “Resilient 5.3% growth for China in TH25" on 15
July for more details).

House View and Forecasts

FX This Week 3Q-25 4Q-25 1Q-26 2Q-26
DXY 96.25-99.25 98.32 96.29 94.99 93.77
EUR/USD 1.15-1.19 1.16 1.19 1.20 1.22
GBP/USD  1.34-1.38 1.36 1.38 1.39 1.40
USD/CHF  0.78-0.81 0.81 0.80 0.79 0.78
usD/JpyY 144-149 147 144 140 137
AUD/USD  0.64-0.67 0.63 0.65 0.67 0.68
NZD/USD  0.59-0.62 0.59 0.60 0.61 0.61
USD/CNY  7.15-7.19 7.20 7.16 7.12 7.10
USD/MYR  4.22-4.29 4.28 4.25 4.22 4.18
USD/SGD  1.26-1.30 1.29 1.26 1.24 1.22
USD/THB  32.10-33.10 32.70 32.50 32.30 32.30
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 4.25 4.00 3.75 3.50 3.50
SNB 0.00 0.00 0.00 0.00 0.00
BO) 0.50 0.50 0.50 0.75 0.75
RBA 3.85 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
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Up Next

Date Events Prior

16-Jul UK CPI Core YoY (Jun) 3.50%
UK House Price Index YoY (May) 3.50%
EC Trade Balance NSA (May) 9.9b
US MBA Mortgage Applications 9.40%
US PPI Final Demand YoY (Jun) 2.60%
US New York Fed Services Business Activity (Jul) -13.2
US Industrial Production MoM (Jun) -0.20%
US Fed Releases Beige Book

17-Jul JN Exports YoY (Jun) -1.70%
SI Non-oil Domestic Exports YoY (Jun) -3.50%
AU Consumer Inflation Expectation (Jul) 5.00%
AU Employment Change (Jun) -2.5k Hong Leong Bank Berhad
AU Unemployment Rate (Jun) 4.10%
UK Average Weekly Earnings 3M/YoY (May) 5.30% Fixed Income & Economic Research,
UK ILO Unemployment Rate 3Mths (May) 4.60% Global Markets
UK Employment Change 3M/3M (May) 89k Level 8, Hong Leong Tower
UK Payrolled Employees Monthly Change (Jun) -109k 6, Jalan Damanlela
HK Unemployment Rate SA (Jun) 3.50% Bukit Damansara
EC CPI Core YoY (Jun F) 2.30% 50490 Kuala Lumpur
US Retail Sales Advance MoM (Jun) -0.90% Tel: 603-2081 1221
US Import Price Index YoY (Jun) 0.20% Fax: 603-2081 8936
US Initial Jobless Claims 227k HLMarkets@hlbb.hongleong.com.my
US Philadelphia Fed Business Outlook (Jul) -4
US NAHB Housing Market Index (Jul) 32

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.




