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Global Markets Research

Daily Market Highlights

31 Jul: Risk-off despite upwards surprises in economic data

FOMC, Bank of Canada & MAS maintained policy stance; BOJ likely to follow suit today
Dovish FOMC statement overshadowed by Powell’s signal that a Sept cut is not a given
Trump slapped a 50% tariff on copper; 25% for India & 15% for South Korea

e Avrather eventful day in the equity markets. The three major US Key Market Metrics

equity indices held gains for most of the session and through Level d/d (%)
FOMC’s announcement, but took a tumble after Fed Chair Equities
Jerome Powell signalled that September rate cut is far from Dow Jones 4446128 -038
guaranteed. Stocks however rebounded following earnings S&P 500 6,362.30 -0.12
beat by tech giants Microsoft and Meta. At the end, S&P 500 and NASDAQ 2112967 015
Dow closed the day 0.1% and 0.4% d/d lower respectively, but Stoxx Eur 600 550.24  -0.02
Nasdaq turned green to close up at +0.2% d/d. The post-Fed FTSE 100 9136.54  0.01
Nikkei 225 40,654.70 -0.05

losses were led by consumer-focused and real estate stocks,

which are rates sensitive. G100 Sl 002
» Despite the more dovish FOMC statement, Powell’s hawkish Hang >eNg G
tone during the press conference saw traders paring rate cut SIELS LTS Lol L
bets. Futures indicated a less than even chance of a rate cut in SR L AL
the September meeting, down from > 60% the day before and
market pricing for rate cuts for the whole of 2025 was dialled Fx
: - Dollar Index 99.82 0.94
back by around 10bps to 35bps at the point of writing.
. . EUR/USD 1.1405 -1.23
Treasuries extended losses, and yields closed the day 4-7bps
) _ ! GBP/USD 13237 -0385
higher écross the curve. The 2Y yield rose 7bps to 3.94%, while USD/JPY 14951 071
the 10Y increased 5bps to 4.37%. . AUD/USD 06434  -117
. EIseWhFere, St.oxx Eur.‘ 6oolwas largely steady e?nd closed just USD/CNH 792113 042
below its flatline, while Asian markets closed mixed as the US- USD/MYR 42397 013
China deal hangs in balance. 10Y European bond yields closed USD/SGD 12966 068
mixed between -/+3bps. USD/KHR 4,007.75  -0.01
o In the forex space, the DXY (+0.9% d/d to 99.82) closed at a 2- USD/THB 3248 0413
month high and all currencies within the G10 basket weakened
against USD. EUR (-1.2% d/d to 1.1405) underperformed most of Commodities
its peers despite reporting better than expected 2Q GDP, while WTI ($/bbl) 70.00 1.14
CAD depreciated 0.4% d/d after the Bank of Canada left its Brent ($/bbl) 7324 1.01
policy rate unchanged at 2.75% as expected, but kept the door Gold ($/02) 3,205.80 -0.85
open for more rate cuts. Copper ($$/MT) 9,698.50 -1.02
o Save for IDR, regional currencies also traded weaker against the Aluminum($/MT) 2,601.00 -0.17
greenback led by JPY (-0.7% d/d to 149.61) and INR (-0.7% d/d), CPO (RM/tonne) 417950 -061
JPY ahead of BOJ's monetary policy meeting and INR, after Source: Bloomberg, HLBB Global Markets Research

Trump slapped a 25% tariff on India. Trump also announced * Closingas of 25 uly for CFO

that a 15% tariff deal has been struck with South Korea. SGD




strengthened to 1.2855 after MAS left its policy stance
unchanged, but pared its gains and more to close the day 0.7%
d/d weaker at 1.2966. MYR depreciated slightly by 0.1% d/d to
4.2397.

In the commodity space, favourable economic data from the US
and concerns that global supplies will tighten after President
Trump threatened to penalize India for buying Russian crude
saw oil prices extending another day of gain to close at
$70.00/barrel (+1.1% d/d) for the WTI and $73.24/barrel (+1.0%
d/d) for Brent. In contrast, copper prices sank after Trump
signed an order imposing a 50% tariff on the commodity going
into effect on Friday.

IMF upped its global growth forecast to 3.0% for 2025 and 3.1%
for 2026

Highlights from the latest World Economic Outlook: 1) Global
growth is projected at 3.0% (+0.2ppts) for 2025 and 3.1%
(+0.1ppts) in 2026, an upward revision from the April’s forecast.
This reflects front-loading ahead of tariffs, lower effective tariff
rates, better financial conditions, and fiscal expansion in some
major jurisdictions. 2) Global inflation is expected to ease to
4.2% (-0.1ppts) in 2025 and 3.6% (no change) in 2026, but US
inflation is predicted to stay above target. 3) Risks to outlook
remains tilted on the downside, stemming from potentially
higher tariffs, elevated uncertainty and persistent geopolitical
tension. 4) Specifically for Malaysia, the IMF revised its GDP
growth forecast for 2025 and 2026 by a whopping +0.4ppts to
4.5% and +0.2ppts to 4.0%.

FOMC delivered a dovish hold; better than expected advanced 2Q
GDP growth and jobs hiring data

In a 9-2 vote, the FOMC kept the fed funds rate unchanged at
4.25%-4.50%. The decision was met with opposition from
Governors Michelle Bowman and Christopher Waller, both of
whom have voted for the Fed to start easing, while Adriana
Kugler was absent and did not vote.

The statement was more dovish sounding, saying that growth
moderated in the 1H of the year, rather than “expanding at a
solid pace” in the previous statement. Reference on the
“uncertainty over the economic outlook having diminished”
was also removed from the latest statement. When asked about
a September rate cut during the press conference, Powell said
that FOMC hadn't yet made a decision about what they would
do at that meeting, adding that there are two rounds of
inflation and jobs data between now and then, the former still
above target and the latter still solid.

On the data front, advanced 2Q GDP growth came in better than
expected at 3.0% q/q, rebounding from -0.5% q/q in 1Q. The
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details show that net trade (+5.0ppts vs -4.6ppts) was the main
driver to growth as imports snapped back lower following the
1Q front-loading. Elsewhere, consumer spending accelerated to
1.4% q/q from 1Q’s +0.5% q/q, offsetting the 15.6% q/q decline
in investment (1Q: +23.8% q/q).

According to ADP, private employers added 104k jobs in July, a
bigger than expected rebound from -23k the previous month.
The data was led by a resurgence in services, with the exception
of education and health, which has posted a net loss of jobs so
far this year. Echoing Fed's view, the latest data continues to
indicate a healthy labour market as employers appear to have
grown more optimistic that consumers will remain resilient.
Mortgage applications declined 3.8% w/w for the week ended
July 25 (prior: +0.8% w/w) while pending home sales fell worse
than expected by -0.8% m/m in June (May: +1.8% w/w). Despite
the contractions, the REALTORS Confidence Index shows early
indications of homebuying and selling activity will increase
going forward, supported by a still healthy labour market,
easing home price appreciation and most likely, lower mortgage
rates.

Both advanced 2Q GDP print and confidence index for the
Eurozone beat expectations

Positive data from the bloc. The Economic Confidence index
improved better than expected to 95.8 in July from June’s 94.2,
while advanced 2Q GDP growth held up better than expected at
+0.1% qg/q after 1Q’'s +0.6% q/q. The latest print suggests that
the bloc is adapting well to the trade uncertainty, but growth is
likely to stay modest for the rest of the year as the US-EU trade
deals and defense spending are expected to offer limited relief
in our opinion. The headline results also masked contractions
amongst its largest economies, Germany and Italy.

Softer inflationary pressure gives RBA the greenlight to ease

Headline inflation slowed more than expected to its lowest since
March 2021 to 2.1% y/y in 2Q (1Q: 2.4% y/y), while trimmed
mean was slightly more elevated at 2.7% y/y (1Q: 2.9% y/y). The
main contributor to the slowing inflation was a large drop in
automotive fuel prices, which more than offset price increases
for new dwellings, rents, insurance as well as for food & non-
alcoholic beverages. That said, with services inflation, a sign of
domestic demand strength, at its 3-year low and core inflation
largely in line with RBA’ forecast of 2.6% y/y, this will give RBA
greenlight to ease in its next monetary policy meeting on
August 11-12.
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Upward surprise in retail sales and IPI number ahead of BOJ’s
decision
e Ahead of BOJ's decision, Japanese data released this morning
for June was better than expected at +1.7% m/m for IPI and
+1.0% m/m for retail sales (prior: -0.1% m/m and -0.6% m/m).
While the data could lift JPY in a knee jerk reaction, there is no
change in our view that uncertainties regarding future as well
as on the political front suggests that BOJ will carefully monitor
the developments and risks, deferring its next rate hike only to
2026.

House View and Forecasts

FX This Week 3Q-25 4Q-25 1Q-26 2Q-26
DXY 95.50-98.50 98.32 96.29 94.99 93.77
EUR/USD  1.16-1.19 1.16 1.19 1.20 1.22
GBP/USD  1.33-1.37 1.36 1.38 1.39 1.40
USD/CHF  0.78-0.82 0.81 0.80 0.79 0.78
usD/Jpy 144-149 147 144 140 137
AUD/USD  0.64-0.68 0.63 0.65 0.67 0.68
NZD/USD  0.58-0.62 0.59 0.60 0.61 0.61
USD/CNY  7.15-7.19 7.20 7.16 7.12 7.10
USD/MYR  4.19-4.25 4.28 4.25 4.22 4.18
USD/SGD  1.26-1.30 1.29 1.26 1.24 1.22
USD/THB  32.20-32.70 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
BOJ 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

31-ul AU Building Approvals MoM (Jun) 3.20%
CH Manufacturing PMI (Jul) 49.7
AU Retail Sales MoM (Jun) 0.20%
CH Non-manufacturing PMI (Jul) 50.5
AU Private Sector Credit MoM (Jun) 0.50%
JN Consumer Confidence Index (Jul) 345
HK Retail Sales Value YoY (Jun) 2.40%
HK GDP YoY (2Q A) 3.10%
EC Unemployment Rate (Jun) 6.30%
US Challenger Job Cuts YoY (Jul) -1.60%
US Personal Income (Jun) -0.40%
US Personal Spending (Jun) -0.10%
US Core PCE Price Index YoY (Jun) 2.70%
US Employment Cost Index (2Q) 0.90%
US Initial Jobless Claims 217k
US MNI Chicago PMI (Jul) 40.4
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JN BOJ Target Rate 0.50%

1-Aug AU S&P Global Australia PMI Mfg (Jul F) 51.6
JN Jobless Rate (Jun) 2.50%
JN S&P Global Japan PMI Mfg (Jul F) 48.8
MA S&P Global Malaysia PMI Mfg (Jul) 493
VN S&P Global Vietnam PMI Mfg (Jul) 48.9
CH S&P Global China PMI Mfg (Jul) 50.4
EC HCOB Eurozone Manufacturing PMI (Jul F) 49.8
UK S&P Global UK Manufacturing PMI (Jul F) 48.2 Hong Leong Bank Berhad
EC CPI Core YoY (Jul P) 2.30% ) )
US Change in Nonfarm Payrolls (Jul) 147k Fixed Income & Economic Research,
US Average Hourly Earnings MoM (Jul) 0.20% Global Markets
US Average Weekly Hours All Employees (Jul) 34.2 S e ) WS
US Unemployment Rate (Jul) 4.10% 6. Jalz?n Dl
US Underemployment Rate (Jul) 7.70% S Dl
SI Purchasing Managers Index (Jul) 50 50490 Kuala Lumpur
US S&P Global US Manufacturing PMI (Jul F) 49.5 Tel: 603-2081 1221
US ISM Manufacturing (Jul) 49 Fax: 603-2081 8936
US Construction Spending MoM (Jun) -0.30% HLMarkets@hlbb.hongleong.com.my
US U. of Mich. Sentiment (Jul F) 61.8

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.




