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12 Sept: US CPI solidifies Fed rate cut next week
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EUR strengthened after the ECB maintained rates and stance on an end to easing cycle

Steady services-driven core CPI in the US; minimal tariff impact on US inflation for now

Malaysia: Faster growth in export-oriented IPI; steady gain in domestic-oriented output

A relatively contained inflation and more signs of a cooling job
market all but cemented a Fed rate cut next week, and sent all
the 3 major US equity indices closing at records again. The Dow
rallied 1.4% d/d above 46k for the first time, while the S&P 500
and Nasdaq gained 0.9% d/d and 0.8% d/d. Fed rate cut hopes
also boosted European equities (Stoxx Eur 600: +0.6% d/d), but
major Asian markets traded mixed.

Treasuries closed mostly in the green after the US CPI print,
briefly pushing the 10Y yield below 4.00% in intraday trade. The
10Y yield closed the day 3bps lower at 4.02%, while the 2Y yield
closed the day just below its flatline at 3.54%. 10Y European
bond yields closed the day mixed between +/-4bps.

In the forex space, the DXY slumped 0.3% d/d to 97.53 after the
tame US CPI data solidified rate cut bets next week, while EUR
strengthened 0.3% d/d to 1.1734 after the ECB held rates steady
as expected. JPY reversed losses but lagged its peers, appreciating
0.2% d/d to 147.21. Asia currencies traded mixed against the
greenback. MYR closed just above its flatline at 4.2200 following
the upward surprise in its IPI, while SGD appreciated at a faster
pace of 0.1% d/d to 1.2815.

Crude oil prices tumbled as fears over softening US demand
and broad oversupply weighed on prices, the latter after the
International Energy Agency expects an even larger surplus
next year. The WTI fell 2.0% d/d to $62.37/barrel, and Brent, by
1.7% d/d to $66.37/barrel.

ECB maintained policy rates; signalled status quo ahead

As expected, the European Central Bank kept the interest rates
on the deposit facility, the main refinancing operations and the
marginal lending facility unchanged at 2.00%, 2.15% and 2.40%
respectively.

Key highlights from the statement and press conference
include: 1) ECB President Lagarde said that the central bank is
in a “good place,” risks to economic growth have become more
balanced and that trade uncertainty has diminished,
reinforcing our conviction that the easing cycle is over. 2)
Lagarde reiterated the data-dependent and meeting-by-

Key Market Metrics

Level d/d (%)
Equities
Dow Jones 46,108.00 1.36
S&P 500 6,587.47 0.85
NASDAQ 22,043.07 0.72
Stoxx Eur 600 555.33 0.55
FTSE 100 9,297.58 0.78
Nikkei 225 44,372.50 1.22
CSI 300 4,548.04 2.31
Hang Seng 26,086.32 -043
Straits Times 4,355.82 0.22
KLCI 30 1,582.85 -0.50
EX
Dollar Index 97.53 -0.25
EUR/USD 1.1734 0.33
GBP/USD 1.3574 0.33
UsD/|PY 147.21 -0.17
AUD/USD 0.6659 0.70
USD/CNH 71129  -0.09
USD/MYR 42200 -0.01
UsSD/SGD 1.2815  -0.08
USD/KHR 400462 -0.12
USD/THB 31.85 0.20
Commodities
WTI ($/bbl) 6237 -2.04
Brent ($/bbl) 66.37 -1.66
Gold ($/0z) 3,645.00 -0.22
Copper ($/MT) 10,051.50 0.38
Aluminum($/MT) 2,673.50 1.85
CPO (RM/tonne) 436450 -1.01

Source: Bloomberg, HL Bank

* Closing as of 10 Sept for CPO




meeting approach to determining the appropriate policy
stance. While the bar for further rate cuts is high, it is achievable
in our opinion given that inflation is expected to undershoot
ECB’s target rate in 2026 and 2027 owing to the stronger EUR
and declining labour cost pressures (ECB forecast: 2.1% in 2025,
1.7% in 2026 and 1.9% in 2027). ECB also expects core inflation
of 2.4% in 2025, 1.9% in 2026 and 1.8% in 2027. 3) The economy
is projected to grow by 1.2% in 2025, upwardly revised from
0.9%. The growth projection for 2026 is now slightly lower at
1.0%, while the projection for 2027 is unchanged at 1.3%.

Little evidence of tariff impacts on US inflation for now

There were little surprises on the US inflation front, with the
headline CPI accelerating to 2.9% y/y in August from 2.7% y/y
previously while core held steady at 3.1% y/y. Tariff impacts
were not particularly evident in the report, although our
expectations are that it could keep prices elevated over the near
term. That said, we opine that the weakening of the labour
markets will be the Fed's priority for now. Latest release
showed initial jobless claims unexpectedly by 27k to 263k for
the week ended Sept 6, its highest in 4 years, while the 4-week
moving average claims climbed 9.75k to 240.5k, all adding to
signs of a materially softer labour market, and possibly
signalling more layoffs ahead.

On a monthly basis, the headline came in at 0.4% m/m, above
street forecasts’ 0.3% m/m and prior month’s 0.2% m/m while
core matched expectations and held steady at 0.3% m/m.
Looking at the details, discretionary services like airlines fares
& hotels and shelter were the key drivers for price gains, while
prices for core-goods were mixed and contained across the
sub-components, suggesting that tariff cost is largely being
absorbed by corporate profit margins for now.

Malaysia’s IPI growth surprised on the upside for a 2nd straight
month in July

Growth in Malaysia’s Industrial Production Index (IPI)
unexpectedly picked up to 4.2% y/y in July (Jun: +2.9% y/y
revised), spurred by quicker growth in the manufacturing
(+4.4% vs +3.6% y/y) and mining (+4.3% vs 0.0% y/y) sectors.
Frontloading activities continued to spur gains in the
manufacturing sector, which gained traction for the 2nd
straight month. Export-oriented sectors grew at a faster pace
of 4.1% y/y in July (Jun: +2.9% y/y), led by E&E (+8.5% vs +6.4%
y/y). In a separate release, manufacturing sales also expanded
at a faster pace of 3.5% y/y in July (Jun: +3.3% y/y), also driven
by a pick-up in growth in the export-oriented sectors (+2.7% vs
+2.4% y/y) led by E&E (+6.9% vs +4.5% y/y). (Refer to Research
Alert “Surprised pick-up in July industrial production” dated 11
September for more details).




House View and Forecasts

FX This Week 3Q-25 4Q-25 1Q-26 2Q-26
DXY 96.25-99.25 98.32 96.29 94.99 93.77
EUR/USD  1.15-1.19 1.16 1.19 1.20 1.22
GBP/USD  1.33-1.37 1.36 1.38 1.39 1.40
USD/CHF  0.79-0.82 0.81 0.80 0.79 0.78
USD/JPY 144-149 147 144 140 137
AUD/USD 0.64-0.67 0.63 0.65 0.67 0.68
NZD/USD 0.57-0.61 0.59 0.60 0.61 0.61
USD/CNY 7.11-7.16 7.20 7.16 712 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  32.06-32.74 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 4.00 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 3.60 3.60 3.35 3.10 3.10
RBNZ 3.00 3.00 2.75 2.75 2.75
BNM 2.75 2.75 2.75 2.75 2.75
Source: HL Bank
Up Next
Date Events Prior
12-Sep UK Monthly GDP (MoM) (Jul) 0.40%
US U. of Mich. Sentiment (Sep P) 58.2
15-Sep CH New Home Prices MoM (Aug) -0.31%
CH Used Home Prices MoM (Aug) -0.55%
CH Retail Sales YTD YoY (Aug) 4.80%
CH Industrial Production YTD YoY (Aug) 6.30%
CH Fixed Assets Ex Rural YTD YoY (Aug) 1.60%
CH Surveyed Jobless Rate (Aug) 5.20%
EC Trade Balance NSA (Jul) 7.0b
US Empire Manufacturing (Sep) 11.9

Source: Bloomberg
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This report is for information purposes only and does not take into account the investment objectives, financial situation or particular needs of any particular
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recipient. The information contained in this report does not constitute the provision of investment advice and is not to be regarded as an offer to sell or a
solicitation of an offer to buy with respect to the purchase or sale of any of the financial instruments mentioned in this report and/or to participate in any trading
strategy. This report 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 HL Bank to be reliable and in good faith, but no warranties
or guarantees, representations are made by HL Bank with regard to the accuracy, completeness, correctness 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 HL Bank or any of the companies within the Hong Leong
Bank Group (“HLB Group”). The opinions reflected in this report may change without notice and the opinions do not necessarily correspond to the opinions of HL
Bank. HL Bank does not have an obligation to amend, modify or update this report or to otherwise notify a reader or recipient in the event that any matter stated
in this report, or any opinion, projection, forecast, valuation or estimate in this report, changes or subsequently becomes inaccurate. The information contained
in this report may be incomplete, condensed and it may not contain all material information concerning the company or currency referred to in this report.

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 nor will any liability be accepted for any loss whatsoever that may arise from any use and/or reliance on this report. HL Bank
may, to the extent permitted by law, buy, sell or hold significantly long or short positions; act as investment and/or commercial bankers; be represented on the
board of the issuers; and/or engage in ‘market making’ of securities or currencies mentioned in this report. The past performance of financial instruments is not
indicative of future results. The value of and the income that is produced by the financial instruments mentioned in this report may fluctuate so that an investor
may get back less than originally invested. 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 in this report would yield favorable
investment results. Recipients should seek the advice of their independent financial advisor before taking any investment decision based on any recommendations
that may be contained in this report. Any recommendation that may be contained in this report does not consider the specific investment objectives, financial
situation, suitability and the particular needs of a particular customer. This report is for the information of the addressee only and is not to be taken in substitution
for the exercise of judgment by the addressee who should obtain separate independent legal or financial advice.

Past performance does not always indicate future performance or future results. The value of any investment or income from any investment may go up as well
as down. All investments involve an element of risk including the potential to lose the entire amount that is invested.

HL Bank may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HL Bank endorses, recommends
or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HL Bank 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, copied, duplicated or passed on to any other person or published, in part or in whole, for any purpose, without the prior,
written consent of HL Bank. 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 agrees to be bound by all
limitations contained in this report.

This report is being distributed in Singapore by HL Bank (Company registration number S56FC1182L) to Accredited Investors, Expert Investors or Institutional
Investors, as defined in the Securities and Futures Act (Chapter 289 of Singapore). HL Bank is an Exempt Financial Adviser, as defined in the Financial Advisers Act
(Chapter 110 of Singapore), and regulated by the Monetary Authority of Singapore. HL Bank is a branch of Hong Leong Bank Berhad, a limited liability company
incorporated in Malaysia. HL Bank holds a full bank license in Singapore. Hong Leong Bank Berhad is also a member of the Hong Leong Group Malaysia.




