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Dot plot points to a hawkish tilt within the Fed

Latest Fed dot plot maintains a 25bps cut by the FOMC by end-2026; another 25bps cut in 2027
We maintain our 50bps rate cut view for 2026 amid little change in economic outlook
Narrowing interest rate differentials will support MYR; Fed Chair change could weigh on USD

Overview Figure 1: Market is pencilling in more
As widely expected, the FOMC lowered its fed funds rate by a quarter point aggressive easing in 2026
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to 3.50-3.75%. The decision was nonetheless not unanimous, with Stephen 550
Miran preferring to lower the fed funds rate by 50bps again, while Austan 500
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* We opine that the statement is neutral-to-slightly hawkish, which saw s p— rr——— -

some notable edits, namely the return of the phrase “the extent and 20 —— Fed Funds Futures

timing of” additional rate adjustments, last seen in the July meeting. 200
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Source: Federal Reserve, Bloomberg
= In a hawkish tilt, median projections for real GDP were revised up to

1.7% for 2025 (+0.1ppts) and 2.3% to 2026 (+0.5ppts), 2.0% for 2027 Figure 2: Labour market has indeed
(+0.1ppts) and 1.9% for 2028 (+0.1ppts). softened
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=  Core-PCE projections, meanwhile, were revised lower by 0.1ppts each to &0

3.0% in 2025 and 2.5% for 2026, and maintained at 2.1% and 2.0% for
2027 and 2028 respectively. During the presser, Fed Chair Jerome Powell
commented that a reasonable base case is that the effects of tariffs on
inflation will be relatively short-lived, effectively a one-time shift in the
prices but risks is tilled to the upside.
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= On a dovish note, the statement omitted the phrase that the
R . P Source: Bloomberg; HLBB Global Markets
unemployment rate has remained low. The median unemployment rate Research

projections by the Fed were nonetheless left unchanged at 4.5% for 2025
and 4.4% for 2026. During the presser, Powell added that both layoffs figure 3: Base case is for tariff-induced
and hiring remained low, but households’ perceptions of job availability inflation to be shortlived

and firms’ perceptions of hiring difficulty continued to decline. Powell  10% Cora PGE YOY %
also added that risks to employment is tilted to the downside. 80 opYov e
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= Asitis, the outlook for employment and inflation has not changed much
since the last FOMC meeting and the economy has been expanding at a
moderate pace. Consumer spending remained solid, while business
fixed investment continued to expand. In contrast, activity in the housing
sector remains weak. The temporary government shutdown will weigh

on activity in 4Q, but these should be mostly offset by higher growth in 52535255255253¢833¢883¢83
1Q of 2026. Source: Bloomberg, HLBB Global Markets
Research



As such, in terms of monetary policy, there is also no change in our view
that the FOMC will deliver two 25bps cut in 2026 despite the dot plot
indicating just one quarter point cut in 2026 (unchanged from
previously). While there is considerable disagreement from members
about where rates should head in 2026, we also note that there is a
hawkish tilt within the Fed projection, with 3 members assessing that the
FOMC should raise rates by 25bps (prior: 2 members), 4 status quo
(prior: 6), 4 voted to lower rates by 25bps (prior: 2), 4 preferring to lower
rates by 50bps (prior: 4) and only 4 assessing that a 75bps rate cut and
more is needed (prior: 5).

Interest rate differentials likely to narrow further, supporting MYR;
Change of Fed Chair could weigh on the USD

With the FOMC having cut the policy rates and likely to continue easing,
and with BNM anticipated to hold the OPR steady, interest rate
differentials will likely continue to narrow further from the current 100bps.
This will continue to provide a source of support for the MYR going
forward and USD/MYR likely to continue heading lower over a medium-
term horizon.

A change of Fed Chair in May 2026, with Kevin Hassett the current Director
of the National Economic Council, being the hotly tipped favourite, as well
as impending change of 4 FOMC voting members could nonetheless result
in a revamped FOMC that may have different views from the current
committee and one that could precipitate pricing in of further cuts and
renewed bout of USD weakness.

House View and Forecasts

FX 1Q-26 2Q-26 3Q-26 4Q-26
DXY 97.33 95.92 94.52 93.15
EUR/USD 117 1.19 1.21 1.23
GBP/USD 1.32 1.34 1.35 1.37
USD/CHF 0.80 0.79 0.78 0.77
UsD/JPY 151 148 145 142
AUD/USD 0.66 0.67 0.68 0.68
NZD/USD 0.57 0.57 0.58 0.59
USD/CNY 7.03 6.94 6.86 6.77
USD/MYR 4.12 4.08 4.05 4.05
USD/SGD 1.28 1.26 1.25 1.24
USD/THB 32.30 32.20 32.10 32.00
FX 1Q-26 2Q-26 3Q-26 4Q-26
EUR/MYR 4.83 4.86 4.89 4.97
GBP/MYR 5.44 5.45 5.48 5.55
AUD/MYR 2.72 2.73 2.74 2.77
CNY/MYR 0.59 0.59 0.59 0.60
SGD/MYR 3.21 3.23 3.24 3.27
Rates, % 1Q26 2Q26 3Q26 4Q26
Fed 3.25-3.50 3.00-3.25 3.00-325  3.00-3.25
ECB 2.00 2.00 2.00 2.00
BOE 3.50 3.50 3.50 3.50

SNB 0.00 0.00 0.00 0.00
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BOJ 0.75 0.75 0.75 0.75
RBA 3.60 3.60 3.60 3.60
RBNZ 2.25 2.25 2.25 2.25
BNM 2.75 2.75 2.75 2.75

Source: HLBB Global Markets Research

Economic projections of Federal Reserve Board members and Federal Reserve Bank Presidents @ 10 December 2025

Change in real GDP 16-18
September projection 16 18 1.9 1.8 18 1417
Unemployment rate 45 44 4.2 4.2 42| 4546
September projection 45 44 4.3 4.2 42| 4445
PCE inflation 29 24 2.1 20 20 2829
September projection 30 26 2.1 20 20 2930
Core PCE inflation* 3.0 25 2.1 2.0 2.9-30
September projection 3.1 26 2.1 2.0 3.0-3.2

Memo: Projected appropriate policy path
Federal funds rate 36 34 31 3.1 3.0 3.6-3.9

September projection 3.6 34 3.1 3.1 3.0 3.6-4.1

Source: Federal Reserve

Side by Side Comparison of FOMC Statements
October 29 meeting

Available indicators suggest that economic activity has
been expanding at a moderate pace. Job gains have
slowed this year, and the unemployment rate has edged
up but remained low through August; more recent
indicators are consistent with these developments.
Inflation has moved up since earlier in the year and
remains somewhat elevated.

The Committee seeks to achieve maximum employment
and inflation at the rate of 2 percent over the longer run.
Uncertainty about the economic outlook remains
elevated. The Committee is attentive to the risks to both
sides of its dual mandate and judges that downside risks
to employment rose in recent months.

In support of its goals and in light of the shift in the
balance of risks, the Committee decided to lower the
target range for the federal funds rate by 1/4 percentage
point to 3-3/4 to 4 percent. In considering additional
adjustments to the target range for the federal funds
rate, the Committee will carefully assess incoming data,
the evolving outlook, and the balance of risks. The
Committee decided to conclude the reduction of its
aggregate securities holdings on December 1. The
Committee is strongly committed to supporting
maximum employment and returning inflation to its 2
percent objective.

In assessing the appropriate stance of monetary policy,
the Committee will continue to monitor the implications
of incoming information for the economic outlook. The
Committee would be prepared to adjust the stance of
monetary policy as appropriate if risks emerge that

Central Tendency? Range®

21-25 19-23 18-2.1 18-2.0 1.5-2.0 2026 18-26 1.7-2.6
1.7-21 1.8-2.0 1.7-20 1.7-20 1.3-2.0 1.5-26 1.7-27 1.6-2.6
4344 4243 4043 4043 4446 4.2-46 4.0-4.5 4.0-4.5
4445 4244 4043 4043 4246 4.0-46 4.0-45 4.0-4.5
2325 20-22 20 20 2729 2227 20-23 20
2427 20-22 20 20 2532 2228 20-24 20
24-26 20-22 2.0 2.7-31 2227 2.0-25 2.0
2527 2.0-2.2 2.0 27-3.4 2.2-29 20-24 2.0-2.2
2.9-36 29-36 2.8-36 2.8-35 34-3.9 2.1-3.9 24-3.9 2.6-3.9
29-36 29-36 28-36 28-35 2944 26-39 24-39 2.6-3.9

December 10 meeting

Available indicators suggest that economic activity has
been expanding at a moderate pace. Job gains have
slowed this year, and the unemployment rate has
edged up through September. More recent indicators
are consistent with these developments. Inflation has
moved up since earlier in the year and remains
somewhat elevated.

The Committee seeks to achieve maximum
employment and inflation at the rate of 2 percent over
the longer run. Uncertainty about the economic
outlook remains elevated. The Committee is attentive
to the risks to both sides of its dual mandate and
judges that downside risks to employment rose in
recent months.

In support of its goals and in light of the shift in the
balance of risks, the Committee decided to lower the
target range for the federal funds rate by 1/4
percentage point to 3-1/2 to 3-3/4 percent. In
considering the extent and timing of additional
adjustments to the target range for the federal funds
rate, the Committee will carefully assess incoming
data, the evolving outlook, and the balance of risks.
The Committee is strongly committed to supporting
maximum employment and returning inflation to its 2
percent objective.

In assessing the appropriate stance of monetary
policy, the Committee will continue to monitor the
implications of incoming information for the economic
outlook. The Committee would be prepared to adjust

1.7-2.5
1.7-2.5
3.84.5
3.845
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20

2.6-3.9
26-39



could impede the attainment of the Committee's goals.
The Committee's assessments will take into account a
wide range of information, including readings on labor
market conditions, inflation pressures and inflation
expectations, and financial and international
developments.

Voting for the monetary policy action were Jerome H.
Powell, Chair; John C. Williams, Vice Chair; Michael S.
Barr; Michelle W. Bowman; Susan M. Collins; Lisa D.
Cook; Austan D. Goolsbee; Philip N. Jefferson; Alberto G.
Musalem; and Christopher J. Waller. Voting against this
action were Stephen I. Miran, who preferred to lower the
target range for the federal funds rate by 1/2 percentage
point at this meeting, and Jeffrey R. Schmid, who
preferred no change to the target range for the federal
funds rate at this meeting.

Source: Federal Reserve
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the stance of monetary policy as appropriate if risks
emerge that could impede the attainment of the
Committee's goals. The Committee's assessments will
take into account a wide range of information,
including readings on labor market conditions,
inflation pressures and inflation expectations, and
financial and international developments.

The Committee judges that reserve balances have
declined to ample levels and will initiate purchases of
shorter-term Treasury securities as needed to
maintain an ample supply of reserves on an ongoing
basis.

Voting for the monetary policy action were Jerome H.
Powell, Chair; John C. Williams, Vice Chair; Michael S.
Barr; Michelle W. Bowman; Susan M. Collins; Lisa D.
Cook; Philip N. Jefferson; Alberto G. Musalem; and
Christopher J. Waller. Voting against this action were
Stephen L. Miran, who preferred to lower the target
range for the federal funds rate by 1/2 percentage
point at this meeting; and Austan D. Goolsbee and
Jeffrey R. Schmid, who preferred no change to the
target range for the federal funds rate at this meeting.
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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 favorable
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.
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