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3 July: Sharp downward surprise to US nonfarm job data

Short dated treasury yields and DXY fell with traders paring Fed rate hike bets
Maintain our extended Fed rate pause view; labour markets to stay resilient; CPI to ease
Australia’s trade balance turned into a deficit; slight pick-up in Singapore’s PMI

e A sharp disappointment in the US job data dampened Fed Key Market Metrics
rate hike bets and in the equity space, gains in the 3 major US EeE d/d (%)
T X . . . Equities
stock indices fizzled out in afternoon trading after earlier Dow Jones Eolaco0 e
rally. As at Thursday's closing, the Dow closed 1.1% d/d up, S&P 500 748324  0.00
Nasdaq dropped 0.8% d/d with tech stocks underperforming, NASDAQ 25,832.67 -0.80
while the S&P 500 closed flattish. 8 of the 11 sectors within St U D R ke
. : . . FTSE 100 10,652.87  1.67
the broad index climbed, but notably, defensive stocks like e e
healthcare and consumer staples led the outperformers. €SI 300 481230 -2.96
« Inother asset classes, short-dated treasury yields dropped as Hang Seng 23,055.03 0.76
traders dialled back expectations of a Fed rate hike in coming Straits Times 521715 1.08
months and the Dollar weakened against all its G10 peers. KLCI30 1.661.83 030
The 2Y UST yield closed the day 4bps lower at 4.14%, while the EX
10Y closed just above its flatline at 4.48%. Dollar Index 100.86  -0.53
o The DXY was down 0.5% d/d to 100.86, while JPY (0.9% d/d to EUR/USD 11432 048
161.11) rebounded from its four decade-low and EfEIATED 13346 0.53
, usD/JPY 16111 -0.90
outperformed all its G10 peers. EUR, GBP and AUD AUD/USD 06922 042
appreciated at a narrower pace of 0.4-0.5% d/d to close the USD/CNH 6.7888  -0.09
day at 1.1432, 1.3346 and 0.6922. Similarly, most Asian FX USD/MYR 4.0805  -0.32
closed stronger against the greenback and the CNH, MYR and USD/SGD 12927 -0.22
USD/KHR 4,028.25  0.06
SGD ended the day at 6.7888 (0.1% d/d). 4.0805 (0.3% d/d) USD/THB 3330  -0.26
and 1.2927 (0.2% d/d).
o Oil prices (WTI: 0.2% d/d to $69.69/barrel, Brent: 0.3% d/d to Commodities
$71.80/barrel) closed little changed amid signs that the US WIT ($/bbI) 68.69 016
) ) Brent ($/bbl) 71.80 0.32
and Iran are making progress during talks and as more Gold ($/02) 412570  1.06
supply flows through the Strait of Hormuz. Copper ($/MT) 13,326.00  0.21
Aluminum($/MT) 3,091.50  0.50
CPO (RM/MT) 4,44500  -0.89

US NFP disappointment in line with our extended rate pause
view for the Fed funds rate

« June non-farm payroll (NFP) was softer than expected at 57k

(prior: 129k) and with a 74k downward revisions to the past

two months. Private sector was particularly subdued, rising

only 49k (prior: +97k) and again, concentrated on education

& healthcare services. The unemployment rate dipped to

4.2% from 4.3%, but this was primarily caused by a big drop

in the participation rate to 61.5% (prior: 61.8%). Wage growth

was in line with consensus forecast at 0.3% m/m and 3.5% y/y
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(prior: 0.3% m/m and 3.4% y/y), while average weekly hours
held steady at 34.3.

Initial jobless claims, meanwhile, added to signs of a low level
of layoffs, with the initial jobless claims falling 1k to 215k for
the week ended June 27 (prior: -11k) although continuing
claims did increase 2k to 1814k in the week ended June 20
(prior: +12k). Notwithstanding seasonal disruption, layoffs
have largely been Al-driven in recent months with limited
spill over to the broader labour market.

Amid disappointing outcome from the NFP and likely softer
CPI reports ahead, there is thus no change in our call for a
prolonged pause for the Fed funds rate at the current level
for the rest of the year.

Outside of the labour market, factory orders fell at a narrower
than expected pace by 1.3% m/m in May following an
upwardly revised 5.3% m/m jump the previous month. The
drop was largely due to a decline in bookings for commercial
aircraft. Demand elsewhere remained strong, particularly
driven by investment in artificial intelligence and for the
month, mining and oil field products.

Australia’s trade balance unexpectedly slipped into deficit as
export growth plunged

Trade balance unexpectedly turned deficit at A$3.0bn in May
(Prior: +A$1.4bn) as exports plunged 6.9% m/m (prior: 7.2%
m/m) on metal ores and minerals, while import growth
accelerated to 2.6% m/m from 0.2% m/m previously largely
on transportation goods, not boding well for GDP calculation
in 2Q.

Solid retail sales for Hong Kong

At 7.9% y/y, Hong Kong's retail sales growth remained solid,
above forecast and eased from 8.7% y/y previously. Sales of
most broad retail categories registered growth but notably
led by robust demand for jewellery, watches and clocks. Amid
sustained growth in local labour earnings and tourism, we
expect consumption to continue with its growth trajectory
although higher prices may have a dampening effect on sales
volume.

Singapore PMI showed factory activities rose at a faster pace

The headline and electronics PMIs rose 0.3ppts each to 51.3
and 52.2 in June as the Al-driven semiconductor super-cycle
continues to support faster manufacturing activities. More
importantly, details also showed an inventory drawdown, a
sign that electronics production is still not keeping pace with
demand and robust growth in the manufacturing sector will
likely be sustained in the near term.

$ HonglLeong Bank




$ HonglLeong Bank

House View and Forecasts

FX This Week 3Q-26 4Q-26 1Q-27 2Q-27
DXY 100-103 102.28 100.86 99.42 98.07
EUR/USD 1.12-1.15 1.13 1.14 1.16 1.18
GBP/USD  1.30-1.34 1.29 1.30 1.32 1.33
USD/CHF  0.78-0.82 0.81 0.81 0.80 0.79
usD/JpPY 158-163 162 159 155 153
AUD/USD  0.67-0.71 0.68 0.70 0.71 0.72
NZD/USD  0.54-0.59 0.56 0.56 0.57 0.57
USD/CNY  6.77-6.82 6.85 6.78 6.72 6.65
USD/MYR  4.09-4.15 4.15 4.11 4.07 4.03
USD/SGD  1.28-1.31 1.31 1.30 1.28 1.27
USD/THB  32.22-33.65 32.50 32.30 32.0 32.0
FX Last close 3Q-26 4Q-26 1Q-27 2Q-27
EUR/MYR 4.6558 4.68 4.71 473 475
GBP/MYR 5.4438 5.37 5.36 5.36 5.36
AUD/MYR 2.8172 2.83 2.86 2.87 2.89
CNY/MYR 0.6009 0.61 0.61 0.61 0.61
SGD/MYR 3.1537 3.18 3.17 3.17 3.17
Rates, % Current 3Q26 4Q26 1Q27 2Q27
Fed 3.50-3.75 3.50-3.75 3.50-3.75 3.50-3.75  3.50-3.75
ECB 2.25 2.50 2.50 2.50 2.50
BOE 3.75 3.75 3.75 3.75 3.75
SNB 0.00 0.00 0.00 0.00 0.00
BO) 1.00 1.00 1.25 1.25 1.25
RBA 435 435 435 435 435
RBNZ 2.25 2.50 2.50 2.50 2.50
BNM 2.75 2.75 2.75 2.75 2.75

Source: HLBB Global Markets Research

Up Next

Date Events |

3-Jul SI S&P Global Singapore PMI (Jun) 56.7
JN S&P Global Japan PMI Services (Jun F) 51.8
CH RatingDog China PMI Services (Jun) 54.4
VN CPI YoY (Jun) 5.60%
VN GDP YoY (2Q) 7.83%
VN Exports YoY (Jun) 18.00%
VN Industrial Production YoY (Jun) 8.80% Hong Leong Bank Berhad
VN Retail Sales YoY (Jun) . 11.80% Fixed Income & Economic Research,
EC S&P Global Eurozong Services PMI (Jun F) 48.9 Global Markets
UK S&P Global UK Services PMI (Jun F) 48.7 Level 8, Hong Leong Tower

6-Jul HK S&E Global Hong Kong PMI (Jun) 50.4 B alaniDamaniels
SI Retal! Sales YoY (May.) 5.40% Bukit Damansara
EC Sentix Investor Confidence (Jul) -13.4 50490 Kuala Lumpur
EC PPIYoY (May) 4.90% Tel: 603-2081 1221
EC Retail Sales MoM (May) -0.40% Fax: 603-2081 8936
US S&P Global US Services PMI (Jun F) 51.3
US ISM Services Index (Jun) 545 HLMarkets@hlbb.hongleong.com.my

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.




