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Daily Market Highlights

25 Jul: ECB maintained rates and wait-and-watch stance

EUR pared losses after ECB maintained policy rates; current level in “good place”
USTs continued to unwind recent gains; DXY rebounded on low jobless claims
PMIs showed activities grew and accelerated for most major economies in July

e The S&P 500 and Nasdaq closed at another record after Key Market Metrics

Alphabet’s latest quarterly results came in better than expected. This Level d/d (%)
The broad market index added 0.01% d/d, while Nasdaq closed Equities
up 0.2% d/d. The Dow was the outlier, falling 0.7% d/d, kept in Dow Jones 44693.91  -0.70
check by the tumble in UnitedHealth and IBM shares, the latter S&P 500 6,363.35  0.07
weighed down by its tepid software sales numbers. NASDAQ 21,057.9  0.18
« In Europe, Stoxx Eur 600 closed 0.2% d/d higher after ECB Stoxx Eur 600 551.55  0.24
maintained its policy rates and on upbeat earnings including BT FTSE 100 913837 0.5
Group and Deutsche Bank, while in Asia, major markets also Nikkei 225 41,52634 1.9
closed in greens on trade deal optimism ahead of the 1-August 1300 S0 0.7
deadline. Hang Seng 25,667.18 0.51
e« Meanwhile, Treasuries continued to unwind its recent gains as I 42.5° 099
tariff fears eased and on the US front, due to better-than- LSy L oL
expected initial jobless claims data. Treasury yields closed 0-4bps
higher across the curve led by the shorter-maturities, with the 2Y 128
. Dollar Index 9738 0.7
closing the day at 3.92% and the 10Y at 4.40%. There was also
. . . EUR/USD 11749  -0.19
some bearish spillover from European sovereign bonds. 10Y bond CBPIUSD 13510 -053
ields closed the day higher between 2-9bps save for UK gilts.
. ;/n the forex space, zhe?)XY gained 0.2% dr;d to 97.38, sugported JSDIIPY 147.01 034
. i . AUD/USD 0.6590 -0.18
by the higher Treasury yields and better labour data. Meanwhile, USD/CNH 71532 0.02
EUR pared losses and closed the day 0.2% d/d weaker at 1.1749 USD/MYR 42162 -027
against the Dollar. Traders pulled back wagers on future rate cuts USD/SGD 19776 0.06
following ECB President Christine Lagarde’s wait-and-watch USD/KHR 4008.00 -0.05
stance. The AUD depreciated 0.2% d/d to 0.6590, the JPY USD/THB 226 031
weakened 0.3% d/d to 147.01, while GBP (-0.5% d/d to 1.3510)
underperformed its peers following the release of its PMI print. Commodities
e Regional currencies closed mixed against the greenback, with WTI ($/bbl) 66.03  1.20
MYR strengthening 0.3% d/d to 4.2162, while SGD weakened 0.1% Brent ($/bbl) 69.18  0.98
d/d to 1.2776. Gold ($/02) 337350 -0.71
« Inthe commodity space, the WTI (+1.2% d/d to $66.03/barrel) and Copper ($$/MT) 9,877.00 -0.54
Brent (+1.0% d/d to $69.18/barrel) climbed on trade deals Aluminum($/MT) 2,647.00 -0.15
optimism, eclipsing increased supply from Venezuela after CPO (RM/tonne) 4,222.50 0.69
Trump's administration decided to let Chevron resume pumping Source: Bloomberg, HLBB Global Markets Research
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ECB maintained policy rates and adopts a wait-and-watch
stance; current rates in a “good place”

As expected, the ECB maintained the deposit facility, the main
refinancing operations and the marginal lending facility rates
unchanged at 2.00%, 2.15% and 2.40% respectively. With this,
we are maintaining our view that the central bank will leave the
policy rates unchanged for the rest of the year, while noting that
easing risk remains should the economy deteriorate
significantly due to the trade war.

Key highlights include: 1) ECB’s macroeconomic assessment
was broadly unchanged since the last meeting, though the
central bank said that the environment remains exceptionally
uncertain, especially because of the trade disputes. Lagarde also
flagged downside risks from the geopolitical tension and a
deterioration in financial market sentiment during the press
conference. 2) Lagarde downplayed the potential risk of
inflation undershooting, by highlighting that ECB's staff
projections have already predicted this in 2026, adding that they
will not be moved by some minor deviation and will look at
medium-term targets instead. 3) In regards to the stronger EUR
where ECB’s Luis de Guindos said that anything beyond 1.20
might be complicated, Lagarde stressed that the ECB does not
target any exchange rate, but will take into account forex
movements in ECB’s inflation forecast. 4) Lagarde reiterated
ECB’s data-dependent and meeting-by-meeting stance, and
added that the current policy rate is in a “good place.”

S&P PMIs suggest that major economies continue grow at the
start of 3Q, at a faster pace for most

US composite PMIrose sharply to its highest level in 2025 to 54.6
in July (June: 52.9). Growth was better than expected but
worryingly uneven, relying on the services sector (55.2 vs 52.9)
as manufacturing conditions (49.5 vs 52.9) deteriorated for the
first time this year. Business confidence also deteriorated amid
concerns over tariffs and cuts to federal spending, while
inflation pressures intensified due to steeper costs due to tariffs
and upward pressure from wages.

Similarly, Eurozone composite PMI outperformed forecast at
51.0 (June: 50.6). Although modest, the pace has quickened for
the second month and was the sharpest since August 2024, as
he reading improved for both the manufacturing (49.8 vs 49.5)
and services (51.2 vs 50.5) sectors. By country, Germany posted
a marginal increase in output for the second month, while
activity in France fell slightly due to the political environment.
The rest of the euro area registered a solid expansion and was
the best since February.

UK composite PMI retreated more than expected from its 9-
month high at 51.0 in July (June: 52.0). That said, the latest
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reading was above the 50-mark for the third month, driven by
the services economy (51.2 vs 52.8), while manufacturing (48.2
vs 47.8) remained contractionary. Of note, there were
indications of an uptick in consumer spending, although most
reported headwind to sales pipelines from fragile domestic
economic conditions and elevated geopolitical uncertainty.
Australia’s composite PMI (53.6 vs 51.6) showed that business
activity accelerated, underpinned by faster manufacturing (51.6
vs 50.6) and services (53.8 vs 51.8) activities. That said, business
confidence waned to its 8-month low. Coupled with slowing
manufacturing jobs and purchasing activity, these signal that
manufacturers remain cautious going forward. Price pressures
intensified, reiterating our view that the RBA will stay cautious
in this easing cycle.

e Japan’'s composite PMI held steady at 51.5, signalling modest

growth for business activities. That said, this masked diverging
trends for sectors, stronger for services (53.5 vs 51.7) but a fresh
contraction for the manufacturing (48.8 vs 50.1). Again,
uncertainty over future trade policy dragged on year-ahead
expectations and hiring intentions, in line with our view that a
cautious BOJ will likely put on hold its tightening cycle until 2026.

Weak housing data; but resilient labour numbers for the US

New home sales were 627k (+0.6% m/m) in June, short of the
650k expected but a rebound from +623k (-11.6% m/m) reported
the prior month. Coming after yesterday’s disappointing
existing home sales figure, the weak data highlights the lack of
affordability in the property market. With supply on therrise, this
will also weigh on home prices, household wealth and
residential construction going forward,

Reflecting seasonal volatility and a still low figure, initial jobless
claims unexpectedly fell 4k to 217k for the week ended July 19
(prior: -7k), while continuing claims increased 4k to 1955k the
week prior (Jul 5: -3k).

Manufacturing orders remained fragile in the UK

The CBI Trends Total Orders index was worse than expected at
-30 in July as compared to -33 previously. Looking ahead, firms
continue to anticipate declines in both domestic and overseas
orders through to October. By sector, although declines were
recorded across a wide range of sub-sectors, these were largely
offset by stronger activity in the motor vehicles & transport
equipment and food, drink & tobacco sectors.

Softer price prints from Japan

Softer prices from Japan, but despite these downticks, overall
inflation rate remains well above BOJ's target level, and as such,
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we expect the BOJ to continue to its tightening cycle, albeit a
push back into 2026 pending more clarity on the trade front.

e Matching expectation, Japan’s services PPI eased to 3.2% y/y in
June from +3.4% y/y previously, while Tokyo’s inflation rate
decelerated more than expected to 2.9% y/y in July from +3.1%
y/y in June, the latter as a drop in energy prices and waiver on
water charges more than offset the recent hot food inflation.

House View and Forecasts

FX This Week 3Q-25 4Q-25 1Q-26 2Q-26
DXY 97.50-100.25 98.32 96.29 94.99 93.77
EUR/USD 1.14-1.18 1.16 1.19 1.20 1.22
GBP/USD  1.32-1.36 1.36 1.38 1.39 1.40
USD/CHF  0.78-0.81 0.81 0.80 0.79 0.78
usD/JpY 146-151 147 144 140 137
AUD/USD  0.63-0.67 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  1.27-1.30 1.29 1.26 124 1.22
USD/THB  32.20-32.90 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

Up Next

Date Events Prior

25-Jul UK GfK Consumer Confidence (Jul) -18 Hong Leong Bank Berhad
JN Tokyo CPI YoY (Jul) 3.10% Fixed Income & Economic Research,
JN PPI Services YoY (Jun) 3.30% Global Markets
SIIndustrial Production SA MoM (Jun) -0.40% Level 8, Hong Leong Tower
UK Retail Sales Inc Auto Fuel MoM (Jun) -2.70% 6, Jalan Damanlela
US Durable Goods Orders (Jun P) 16.40% Bukit Damansara
US Cap Goods Orders Nondef Ex Air (Jun P) 1.70% 50490 Kuala Lumpur
US Kansas City Fed Services Activity (Jul) 3 Tel: 603-2081 1221

28-Aug HK Exports YoY (Jun) 15.50% Fax: 603-2081 8936
UK CBI Total Dist. Reported Sales (Jul) -39 HLMarkets@hlbb.hongleong.com.my
US Dallas Fed Manf. Activity (Jul) -12.7

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.




