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13 May: Hotter than expected CPI fans rate hike bets into 2027

Higher oil prices & higher than expected US CPI pushed UST yields and DXY up
Broad sell-offs in UK stocks, bonds and GBP amid Starmer’s leadership risk
Today: US producer prices, Eurozone’s 1Q GDP and Australia’s wage growth

« Concerns over inflation pushed treasury yields 4-5bps higher Key Market Metrics
across the curve overnight, with the 2Y added 4bps to 4.00%, Level d/d (%)
while the 10Y rose 5bps to 4.46%. Meanwhile, little sign of Equities
progress to resolve the Middle East conflict added 4.2% to the Dow Jones 49,760.56 0.1
WTI, last closed at $102.18/barrel, while Brent was higher by S&P 500 7400.9%  -0.16
3.4% d/d at $107.77/barrel. oot R
« In the equity space, a sell-off in tech stocks weighed on the StoXx/EUr600 §06.63 8 101
S&P 500 (-0.2% d/d) and Nasdagq (-0.7% d/d), while the Dow ey Lzt
was the outlier and closed up 0.1% d/d. Material, industrials Nikkei 225 6274257 052
. . CSI 300 4948.05 -0.08
and consumer discretionary stocks also tumbled, but the rest
L . . Hang Seng 26,347.91 -0.22
of the categories in S&P index closed Tuesday in the green. Straits Times 4946.00 007
o In Europe, Stoxx 600 fell 1.0% d/d amid doubts of a US-Iran KLCT 30 175056 030
ceasefire soon. Threats on Prime Minister Keir Starmer's
leadership meanwhile saw a sell-off in both equities and EX
bonds. FTSE 100 closed marginally lower by 0.04% on the day a,”ar Index 0830 035
after recouping most losses of as much as 1.2% in early EUR/USD 11739 -037
trading session, while yields to the 10Y gilts notably jumped GBP/USD 13540 -0.51
10bps to 5.10%. usD/JPY 157.63  0.28
« Asian equity markets traded mixed, with Nikkei 225 adding AUD/USD 0.7240  -0.12
0.5% d/d, while Hang Seng and CSI 300 fell 0.2% d/d and 0.1% USD/CNH 6.7908  -0.02
d/d respectively. Yields of JGBs rose 2-7bps across the curve USD/MYR 3.9350 0.27
after minutes from the Bank of Japan (BOJ) revealed that USD/SGD 12719 028
some board members opine that the BOJ should raise rates USD/KHR 401150 001
soon. USD/THB 3242 -0.02
o In the forex space, GBP (-0.5% d/d to 1.3540) was amongst
the biggest G10 laggards on leadership risk, while USD Commodities
strengthened with the US CPI coming in hotter than WIT(3/bbl) LR
expected. DXY rose 0.4% d/d to 98.30, with EUR (1.1736), JPY Brent (3/bbl) 107.77 342
. . Gold ($/0z) 4686.70 -0.89
(157.63) and AUD (0.7240) weakening 0.1-0.4% d/d against
Copper ($/MT) 14,021.00 0.56
the greenback. . . _ Aluminum($/MT) 3562.00 -0.49
e Most Asia FX traded weaker against the USD amid the higher CPO (RM/MT) 4451.00 098

oil prices and stalled peace talks. MYR and SGD depreciated
0.3% d/d each to 3.9350 and 1.2719 respectively, while CNH
closed just above its flatline at 6.7908.

Source: Bloomberg, HLBB Global Markets Research




Hotter than expected US CPI boosts rate hike bets

The hotter than expected April headline and core CPI saw
traders ramping up bets for a rate hike by the end of 2027. At
3.8% y/y (prior: 3.3% y/y), this marks its highest headline CPI
in nearly 3 years, while on a monthly basis, prices rose 0.6%
m/m following the prior month’s +0.9% m/m. Energy costs
was a tad softer at 3.8% m/m (10.9% m/m) following the pull
back in oil energy prices during the month, but still accounted
for over 40% of the inflation. Food inflation picked up to
increase 0.5% m/m (prior: 0%), core goods inflation remained
cool, but core services quickened to 0.5% m/m (prior: 0.2%
m/m) largely due to rent.

The higher inflationary pressure pushed real average weekly
earnings down 0.2% y/y in April (prior: 0.1% y/y), and the NFIB
Small Business Optimism index below its long-term average
for the second month at 95.9 in April (prior: 95.8).

Eurozone’s ZEW survey continues to signal pessimism
amongst financial market participants

The ZEW survey expectations index improved to -9.1 in May
from -20.4 previously, on hopes that the Iran war will end
soon followed by a potential recovery in 2H. That said, the
index at this level continues to signal lingering pessimism
over outlook.

Australia’s business confidence still shaken by cost pressure

Although an improvement, the NAB Business Confidence
remained low at -24 in April, having dived to -29 the prior
month. As it is, forward orders, capex, cash flow and
employment have all fallen noticeably and are sitting well
below their long-run averages, suggesting that the surging
energy costs are starting to squeeze profit margins and
possibly pressuring investment plans.

Japan’s March data highlights frailty of consumer spending

March saw households cutting spending even as wages
continued to grow and amid the array of subsidies for
households. At -2.9% m/m (prior: -1.8% m/m), it was worse
than expected, and marked its fourth consecutive month of
decline with the biggest drag from transportation and
communications. As it is, households have been somewhat
insulated from the high energy prices, but could likely face
additional headwinds from higher gas and fuel prices
starting in June, another dampener to the already frail
consumers.

In contrast, its leading index improved as expected to 114.5
in March from 113.2 previously amid mixed performance
across its sub-indicators, while the coincident index also
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rebounded 0.3ppts to 116.5, signalling a possible turning

point for the economy.

House View and Forecasts

FX This Week 2Q-26 3Q-26 4Q-26 1Q-27
DXY 96-100 100.63 99.80 97.96 96.48
EUR/USD  1.16-1.19 1.14 1.15 1.17 1.19
GBP/USD  1.34-1.37 1.31 1.32 1.34 1.35
USD/CHF 0.76-0.80 0.79 0.78 0.76 0.75
usD/JpPY 154-159 159 155 152 152
AUD/USD 0.70-0.74 0.68 0.69 0.70 0.71
NZD/USD 0.57-0.61 0.57 0.58 0.58 0.59
USD/CNY 6.78-6.87 6.93 6.88 6.84 6.77
USD/MYR 3.88-3.94 3.98 3.96 3.93 3.90
USD/SGD 1.25-1.28 1.29 1.28 1.27 1.25
USD/THB  31.50-32.90 31.60 31.80 31.80 31.40
FX Last close 2Q-26 3Q-26 4Q-26 1Q-27
EUR/MYR 4.6215 4.55 4.55 4.60 4.66
GBP/MYR 5.3278 5.23 5.23 5.26 5.28
AUD/MYR 2.8425 2.72 2.72 2.75 2.77
CNY/MYR 0.5794 0.58 0.58 0.58 0.58
SGD/MYR 3.0913 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 3.25-3.50 3.25-3.50
ECB 2.00 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
13-May AU Wage Price Index YoY (1Q) 3.40%
JN Eco Watchers Survey Outlook SA (Apr) 38.7
EC GDP SAQoQ(1Q5S) 0.10%
EC Employment QoQ (1Q P) 0.20%
US MBA Mortgage Applications -3.30%
US PPI Final Demand YoY (Apr) 4.00%
14-May UK GDP QoQ (1Q P) 0.10%
US Import Price Index YoY (Apr) 2.10%
US Initial Jobless Claims 200k
US Retail Sales Advance MoM (Apr) 1.70%

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.




