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12 June: ECB raised policy rates as expected
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Signs of broadening inflation pressure reaffirms our view of another hike in 2H
Higher than expected US PPI; an unexpected uptick in initial jobless claims
All eyes on Malaysia’s IPI, UK's GDP and US’ consumer sentiment today

US stocks halted its 2-day drop, while oil prices sank after
President Trump called off strikes on Iran and said that the
US will soon sign a deal with Iran. The WTI and Brent tumbled
more than 2% d/d each to $87.71/barrel and $90.38/barrel
after Trump’s announcement, while in Wall Street, hopes for
a US-Iran agreement buoyed sentiment and sent the 3 major
indices up 1.8-2.5% d/d overnight. Gains were broad-based
with 8 of the 11 sectors within the broad index closing in
green and led by material and industrial stocks.

In the bond space, the softer oil prices and easing inflation
worries sent treasury yields tanking 7-10bps across the curve.
The interest sensitive 2Y yield fell 8bps to 4.06%, while the 10Y
dropped 9bps to 4.46%.

In Europe, the Stoxx 600 (0.5% d/d) snapped its losing streak
and banking stocks outperformed after the ECB delivered its
first-rate hike in 3 years. In the bond space, the 2Y and 10Y
sovereign bond yields fell 1-5bps. Asian bourses closed
mixed, but are expected to advance today tracking futures
and amid improved risk sentiment.

In the forex space, the DXY (-0.1% d/d to 99.86) fell alongside
the treasury yields, while risk-sensitive G10 currencies like
AUD (0.7% d/d to 0.7049) outperformed. EUR closed the day
0.4% d/d stronger at 1.1578, reversing earlier losses following
ECB's decision. GBP and JPY appreciated 0.4% d/d each to
1.3417 and 159.93, while regional currencies closed mixed
against the Dollar. CNH, MYR and SGD appreciated 0.1-0.3%
d/d to 6.7635, 4.0652 and 1.2839.

ECB raised policy rates by 25bps

As expected, the European Central Bank (ECB) raised the
interest rates on the deposit facility, the main refinancing
operations and the marginal lending facility by 25bps each
2.25%, 2.40% and 2.65%. Highlights from the statement and
presser include: 1) Owing to higher energy prices, the central
bank revised up its baseline projections for inflation in 2026

Key Market Metrics

Level d/d (%)
Equiti
Dow Jones 50,848.75 1.86
S&P 500 7,394.30 1.75
NASDAQ 2580966  2.54
Stoxx Eur 600 62153 0.54
FTSE 100 1030388 048
Nikkei 225 64,217.27 0.06
CSI 300 472241 055
Hang Seng 2424929  -0.65
Straits Times 4988.10 059
KLCI 30 167953 0.03
EX
Dollar Index 9986 -0.09
EUR/USD 11578 037
GBP/USD 13417 037
USD/JPY 15993 -0.39
AUD/USD 07049 0N
USD/CNH 6.7635 -0.28
USD/MYR 40652 -0.12
USD/SGD 12839 -0.28
USD/KHR 402750 0.01
USD/THB 3295 0.21
Commodities
WTI ($/bbl) 8771 -258
Brent ($/bbl) 9038 -2.92
Gold ($/02) 40930 -0.44
Copper ($/MT) 13,48250 -0.24
Aluminum($/MT) 3,502.00 1.04
CPO (RM/MT) 446100 025

Source: Bloomberg, HLBB Global Markets Research




and 2027. The central bank now expects headline CPI at 3.0%
in 2026 and 2.3% in 2027, while core CPI is expected at 2.5%
for both years. 2) Projected GDP growth was revised down to
0.8% in 2026 and 1.2% in 2027, reflecting the more
pronounced impact of the war on commodity markets, real
incomes and confidence. 3) In the presser, ECB President
Christine Lagarde rejected the phrase “insurance” rate hike
and mentioned that the broadening of inflationary pressures
and indirect effects as the main reason for the hike.

With this, our baseline remains for another rate hike in 2H of
the year, but a relatively well-behaved inflation trajectory
forecasted by the ECB should temper the need for more
aggressive hikes beyond that.

Higher than expected US PPI on energy; uptick in jobless
claims partially due to seasonal factor

In the US, May's PPI rose at its fastest in more than 3 years,
suggesting that the upstream cost pressures are building up.
At 6.5% y/y and 1.1% m/m (prior: 5.7% y/y and 1.1% m/m),
prices were above forecasts, with energy prices contributing
to the bulk of the increase. Consequently, the cost of goods
accelerated to 2.8% m/m from 1.9% m/m, while higher
transportation and warehousing costs kept the cost of
services elevated at 0.3% m/m vs 0.7% m/m previously.

On the labour front, initial jobless claims remained low
despite an unexpected increase of 4k to 229k for the week
ended June 6 (prior: +13k), while continued claims jumped
24k to 1795 for the week ended May 30 (prior: -14k). The
uptick likely reflects seasonal factor and claims at this level
continue to signal a stable and resilient labour market.

House View and Forecasts

FX This Week 2Q-26 3Q-26 4Q-26 1Q-27
DXY 97-101 100.63 99.80 97.96 96.48
EUR/USD 1.14-1.18 1.14 1.15 1.17 1.19
GBP/USD  1.32-1.36 1.31 1.32 1.34 1.35
USD/CHF  0.76-0.81 0.79 0.78 0.76 0.75
usD/JpY 157-161 159 155 152 152
AUD/USD  0.69-0.74 0.68 0.69 0.70 0.71
NZD/USD  0.57-0.61 0.57 0.58 0.58 0.59
USD/CNY  6.75-6.80 6.93 6.88 6.84 6.77
USD/MYR  4.00-4.08 3.98 3.96 3.93 3.90
USD/SGD  1.26-1.30 1.29 1.28 1.27 1.25
USD/THB  32.20-33.20 31.60 31.80 31.80 31.40
FX Last close 2Q-26 3Q-26 4Q-26 1Q-27
EUR/MYR 4.6911 4.55 4.55 4.60 4.66
GBP/MYR 5.4334 5.23 5.23 5.26 5.28
AUD/MYR 2.8442 2.72 2.72 2.75 2.77
CNY/MYR 0.5998 0.58 0.58 0.58 0.58
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SGD/MYR 3.1573 3.09 3.10 3.1 3.12
Rates, % Current 2Q26 3Q26 4Q26 1Q27
Fed 3.50-3.75 3.50-3.75 3.50-3.75 3.50-3.75 3.50-3.75
ECB 2.25 2.25 2.50 2.50 2.50
BOE 3.75 4.00 4.25 4.25 4.25
SNB 0.00 0.00 0.00 0.00 0.00
BOJ 0.75 1.00 1.00 1.00 1.00
RBA 4.35 4.35 4.35 4.35 4.35
RBNZ 2.25 2.25 2.25 2.25 2.25
BNM 2.75 2.75 2.75 2.75 2.75
Source: HLBB Global Markets Research
Up Next
Date Events Prior
12-June  MA Industrial Production YoY (Apr) 3.10%
MA Manufacturing Sales Value YoY (Apr) 5.30%
UK Monthly GDP (MoM) (Apr) 0.30%
US U. of Mich. Sentiment (Jun P) 44.8
US U. of Mich. 1 Yr Inflation (Jun P) 4.80%
US U. of Mich. 5-10 Yr Inflation (Jun P) 3.90%
15-June  EC Industrial Production SA MoM (Apr) 0.20%
EC Trade Balance NSA (Apr) 7.8b
US Empire Manufacturing (Jun) 19.6
US Industrial Production MoM (May) 0.70%
US NAHB Housing Market Index (Jun) 37

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.




