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Global Markets Research
30 June: Expect trade headlines to gain traction

Trade deal optimism revived demand for riskier equities; bonds under pressure
DXY saw extended decline for a 6th straight day to a fresh low since Mar-22
Mixed signals from US data are keeping the Fed in a bind

« A rather eventful Friday and weekend swamped by trade Key Market Metrics

headlines, and first tier US economic dataflow, which _ Level d/d (%)
overshadowed geopolitical newsflow for the first time in weeks. Equities
L . . . Dow Jones 43,819.27 1.00
« Trade negotiation/ deal headlines suddenly gained traction as S&P 500 6173.07 052
the 90-day reciprocal tariff truce deadline (8 July) approaches. NASDAQ 2027346 052
Early Friday morning, Beijing said it has reached an agreement Stoxx Eur 600 54363  1.14
with the US on details of the London trade framework while EU FTSE 100 879891  0.72
said its plan to ramp up defense spending will lead to more Mg 222 N o
purchases US weapons, hence helping resolve the trade Co1300 392176 - -0.61
! ] ! Hang Seng 24,284.15  -0.17
imbalances with the US. Later, news reports that the US was Straits Times 306620  0.70
halting trade talk with Canada sent chills to markets but KLCI 30 152816  0.55
subsequent headlines saying the EU is considering lowering
tariffs on US imports soothed market fear and further boosted EX
trade deal optimism. However, we opine this is an uphill task as Dollar Index 97.25  -0.10
_ . _ _ _ EUR/USD 11718  0.15
EU member countries are divided if they should strike a quick GBP/USD 13716 -0.09
deal with the US or continued to negotiate for a better deal. USD/JPY 14465 0.6
Would expect trade jitters to pick up steam in the days ahead AUD/USD 0.6529  -0.26
with the 90-day truce expiry fast approaching. USD/CNH 71726 0.12
e Meanwhile on the data front, the surprised contraction in USD/MYR 2227 040
. L . . USD/SGD 1.2759  0.14
personal income and spendlng in May coupled with the higher USD/KHR 401000 0,02
than expected core PCE reading at 2.7% (Apr: 2.6% upwardly USD/THB 3261 037
revised) will continue to complicate the Fed’s job. Investors
however took comfortin the downward revision to Uni Michigan Commodities
inflation expectations to 5.0% for 1Y and 4.0% for 5-10Y. Market ~ WTI ($/bbl) 65.07  -0.23
pricing for Fed rate cut for the whole of 2025 hovered at 64bps, e el 6731 -0.75
. ) . . L Gold ($/02) 3,286.10  -1.66
with the first rate cut priced in for September. We maintain our Copper ($8/MT) 0.879.00  -0.17
view for one 25bps cut each in 3Q and 4Q. Aluminum($/MT) 259500  0.39
« KeyUS stock indices rose 0.5-1.0% d/d with gains in tech stocks CPO (RM/tonne) 3,963.00 -0.93

expanding beyond Magnificent 7. Over in Europe, major equity Source: Bloomberg, HLBB Global Markets Research
. Ly . , * Closing as of 25 June for CPO; 26 June for KLCI
bourses generally advanced but Asian equities ended Friday’s
session mixed. Futures are pointing to a mixed openingin Asian
markets this morning.
« Government bonds traded on a softer note overall amid the
revivalin risk sentiments. US treasuries were sold off across the
curve, pushing yields up by 3-4bps (prior: 0-1bps down). The




benchmark 2-year note yield fell 3bps to 3.75% while the 10s lost
4bps to 4.28%. 10-year European bond yields rose further, by 1-
S5bps (prior: 1-4bps higher).

The Dollar Index traded choppily through the day but within
similar ranges as Thursday before settling the day lower for the
6th straight day, at 97.25 as at Friday’s close, a fresh low since
Mar-22. However, the greenback traded mixed againstthe G10s.
The DKK, CHF and EUR gained while the CAD and AUD led
decliners against the greenback. Major Asian currencies last
closed Friday generally on a weaker note, with the KRW,THB and
SGD registering the biggest losses. THE CNH and SGD weakened
0.1% d/d to 7.1726 and 1.2759 respectively vs the greenback. The
MYRlast closed at 4.2327 on Thursday, firmerby 0.1% on the day.
Oil prices remained under pressure as OPEC+ is reported to be
consideringextendingits production increasesata meetingnext
monthin a bid to recoupmarketshare, henceraisingoversupply
concern. WTI slipped 0.2% d/d to US$65.07/ barrel while the
Brent crude fell 0.8% d/d to US$67.31/ barrel.

Mixed signals from US data will continue to keep the Fed on
cautious mode

Headline PCE picked up to 2.3% y/y in May as expectedwhile core
PCE surprised on the upside at 2.7% y/y. Both the April prints
were revised higher by 0.1ppt, headline from 2.1% to 2.2% while
core from 2.5% to 2.6% y/y, and the quicker gain was broad-
based from services to durable and non-durable goods,
suggesting underlying inflation was higher than initially
reported. On the contrary, final readings of University of
Michigan inflation expectations for June were revised lower; 1-
year to 5.0% (May: 6.6%) and 5-10-year inflation to 4.0% (May:
4.2%). Bigger than expected pick-up in actual core PCE and
bigger than expected pullback in inflation expectations are
sending mixed signals on the inflation front and shall keep the
Fed on a cautious easing mode.

Growth data surprised on the downside. Final 1Q GDP print was
revised lower to show a bigger than initially estimated
contraction of 0.5% q/q (second reading -0.2% q/q and 4Q's
+2.4% q/q), as private consumption grew at a much slower than
initially estimated pace of +0.5% (secondreading +1.2% q/q and
4Q’'s +4.0% qg/q). Adding to signs of weaknessin the consumer
sector, personalincome unexpectedly fell0.4% m/m in May (Apr:
+0.7% m/m) while personal spending staged a surprised 0.1%
m/m decline (Apr: +0.2% m/m). This marked the first decline in
income since Sept-21 and first decline in spending in four
months. Real spending also posted its first decline in three
months, by 0.3% m/m in May (Apr: +0.1% m/m), on account of
higher inflation and lower income.
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On labour market, initial jobless claims eased more than
expected to 236k for the week ended 21-Jun (prior 246k),
resultingin a slight retreatinthe 4-weekmovingaveragesclaims
for the first week in five, from 245.75k to 245.00k. This offered
some relieves to the back-to back weakeningin the job market
recently, but continuing claims continuedto edge higher, from
1937k to 1974k for the week ended 14-Jun, hitting its highest
since May-21, implying no change in the underlying softening
traction in the US labour market, likely a tipping point for the Fed
policy decision sooner than later.

Japan data showed a still stable jobless rate but retail sales and
Tokyo inflation eased

Retail sales pulled back sharply and grew at a much weaker than
expected pace of 2.2% y/y in May (Apr: +3.5% y/y upwardly
revised), as the increasesin department store sales eased from
+1.5% y/y to 0.6% y/y in the monthin review. On a similarly softer
note, wholesale sale fell 0.9% y/y (Apr: +1.6% y/y), all pointing to
weakening consumer spending as growth outlook turned less
sanguine. Nonetheless, the labour market has been holding
steady thus far, with jobless rate stabilizing at 2.5% in May.

A separate release showed Tokyo CPI moderated more than
expectedto 3.1% y/y in June (May: +3.4% y/y), while core CPI ex-
fresh food and energy also unexpectedly pulled back from 3.3%
to 3.1% y/y, solidifying the BO)'s slight tightening stance.

China industrial profits fell taking the hit from higher tariffs and
deflation

Industrial profits fell 9.1% y/y in May, reversing the 3.0% y/y
increase in April to mark its first decline since November last
year. This pushed profits to fall for the first month in three, by
1.1% y/y YTD May (YTD Apr: +1.4% y/y). Weaker demand in the
wake of higher tariffs, ongoing trade dispute, and deflation, are
hitting industrial companies in China. We expect prevailing
challenges to continue undermine profits of industrial
companiesin the foreseeable future, posing further risks to the
labour market and growth of the China economy.

House View and Forecasts

This Week 2Q-25 3Q-25 4Q-25 1Q-26
DXY 95.50-98.50 99.36 98.60 97.69 96.58
EUR/USD  1.15-1.19 1.14 1.16 1.18 1.19
GBP/USD  1.35-1.39 1.34 1.34 1.35 1.36
USD/CHF 0.78-0.81 0.83 0.84 0.84 0.85
usD/JPY 142-147 144 146 145 142
AUD/USD  0.64-0.67 0.65 0.65 0.65 0.66
NZD/USD  0.59-0.62 0.60 0.60 0.59 0.60
USD/CNY  7.15-7.19 7.06 7.13 7.17 7.10
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USD/MYR 4.20-4.26 4.20 4.24 4.24 4.20
USD/SGD 1.26-1.29 1.28 1.30 1.31 1.30
USD/THB  32.10-33.10 32.70 33.00 33.10 32.70
Rates, % Current 2Q-25 3Q-25 4Q25 1Q26
Fed 4.25-4.50 4.25-4.50 4.00-4.25 3.75-4.00 3.50.-3.75
ECB 2.00 2.00 2.00 2.00 2.00
BOE 4.25 4.25 4.00 3.75 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 3.85 3.85 3.60 3.35 3.10
RBNZ 3.25 3.25 3.00 2.75 2.75
BNM 3.00 3.00 2.75 2.75 2.75
Source: HLBB Global Markets Research
Up Next
Date Events Prior
30-Jun JN Industrial Production MoM (May P) 0.0%
AU Melbourne Institute Inflation MoM (Jun) 0.0%
CH Manufacturing PMI (Jun) 49.5
CH Non-manufacturing PMI (Jun) 50.3
JN Housing Starts YoY (May) -0.3
UK GDP QoQ (1Q F) 0.7%
UK Mortgage Approvals (May) 60.5k
US MNI Chicago PMI (Jun) 40.5
US Dallas Fed Manf. Activity (Jun) -15.3
1-Jul AU PMI Mfg (Jun F) 51.0
JN Tankan Large Mfg Outlook (2Q) 12.0
JN Tankan Large Non-Mfg Outlook (2Q) 28.0
JN PMI Mfg (Jun F) 50.4
MA PMI Mfg (Jun) 48.8
VN PMI Mfg (Jun) 49.8
CH Caixin PMI Mfg (Jun) 48.3
JN Consumer Confidence Index (Jun) 32.8
UK Nationwide House PX MoM (Jun) 0.0
EC Manufacturing PMI (Jun F) 49.4
UK Manufacturing PMI (Jun F) 47.7
EC CPI Estimate YoY (Jun P) 1.9%
US Manufacturing PMI (Jun F) 52.0
US ISM Manufacturing (Jun) 48.5
US JOLTS Job Openings (May) 7391k
US Dallas Fed Services Activity (Jun) -10.1
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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, orintended 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.




