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Global Markets Research

Daily Market Highlights

19 Dec: Traders to switch focus to the BOJ today

Investors snapped up US stocks, USTs with softer CPI reaffirming rate cut bets
ECB maintained policy rates; BOE lowered rates, further easing will be a close call
Sticky and steady core CPI at 3% keep rate hike bets alive for the BOJ

e US stocks jumped, snapping their losing streaks after a much Key Market Metrics
softer than expected US inflation reading bolsters bulls with Level d/d (%)
prospects of more decisive Fed rate cuts in 2026, while solid Equities
outlook from Micron Technology also saw a revival in appetite Dow Jones 4795185 0.4
for Al stocks. Nasdagq led gains at 1.4% d/d, while the S&P 500 S&P 500 677476  0.79
and the Dow also settled 0.8% d/d and 0.1% d/d higher. NASDAQ 2300636  1.38
« In the bond space, treasury yields were down 2-4bps across Stoxx Eur 600 58535  0.96
the curve with market sticking with their 2 quarter point cuts FTSE 100 9837.77  0.65
forecast in 2026. The 2Y yield closed the day at 3.46% while Nikkei 225 43,001.50  -1.03

the 10Y settled at 4.12%. 51300 455219  -0.59

o In Europe, Stoxx 600 and FTSE 100 were 0.7-0.9% d/d higher Hang Seng 2349613 (.12

at the close of the session, while 10Y sovereign bond yields Straits Times 4161 0.1
. . . KLCI 30 1,646.90 0.33
fell 1-3bps, with the exception of the Norwegian and UK
bonds. Yields to the 2Y and 10Y gilts closed the day higher at =
3.74% (+4bps) and 4.48% (+1bps) respectively after the BOE =
Dollar Index 9843 0.06
lowered the Bank Rate as expected, but suggests further
. . EUR/USD 11722 -0.16
easing will be a closer call.
Asi kets largely tracked Wall Street’s sell-off in tech GEP/LSD 13381 00
. Sla: rrt;ar e S|~|fr|gey Ir.acbe ) a .hree s sell-off in ecd USD/JPY 15555  -0.00
stochs, Lljtare i E)I/.tomm today with sentiment §upporte AUD/USD 06613 0.12
by the calmer tech jitters and Fed rate cut expectations. USD/CNH 20327 -011
« In the forex space, the DXY dipped to 98.17 after the CPI USD/MYR 40863  -0.05
report but erased losses to close the session 0.1% d/d higher USD/SGD 12898  -010
at 98.43. EUR weakened 0.2% d/d to 1.1722 after the ECB USD/KHR 400950  0.02
maintained its policy rates, while GBP reached its intraday USD/THB 3147  -0.10
high of 1.3446 post BOE's policy decision, before paring its
gains to close the day just above its flatline at 1.3381. Commodities
e JPY strengthened 0.1% d/d to 155.55 ahead of the Bank of WTI ($/bbl) 5615  0.38
Japan's (BOJ) policy decision today, where consensus is Brent ($/bbl) 5082  0.23
expecting a 25bps rate hike by the central bank. As it is, the Gold ($/02) 433950 -0.18
steady and sticky core CPI at 3.0% for November will likely Copper ($/MT) 11,778.00  0.35
justify BOJ's case for persistent price pressure as well as a rate Aluminum($/MT) 2916.00 0.36
hike. CPO (RM/tonne) 396150 -0.19
« On the regional front, most Asian currencies appreciated Source: Bloomberg, HL Bank

against the greenback. MYR and SGD strengthened 0.1% d/d * Closing as of 17 Dec for CFO

each to 4.0863 and 1.2898.
e Oil prices edged marginally higher for the second day,
garnering support from the heightened geopolitical tensions




in Venezuela and Russia. Brent rose 0.2% d/d to $59.82/barrel.
and the WTI by 0.4% d/d to $56.15/barrel.

ECB maintained policy rates; upward revisions to GDP
forecasts on domestic demand

As expected, the European Central Bank (ECB) left 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. With officials reiterating that rates are
in a “good place,” there is no change in our view that policy
rates will be left unchanged for 2026 as well.

Its updated assessment reconfirms that inflation should
stabilise at the 2% target in the medium term. ECB staff
projections show headline inflation averaging 2.1% in 2025,
1.9% in 2026, 1.8% in 2027 and 2.0% in 2028. Core inflation is
expected to average 2.4% in 2025, 2.2% in 2026, 1.9% in 2027
and 2.0% in 2028. Inflation has been revised up for 2026,
mainly because the ECB expects services inflation to ease
more slowly.

Economic growth is expected to be stronger as compared to
its September projections, driven especially by domestic
demand. Growth was revised up to 1.4% in 2025, 1.2% in 2026
and 1.4% in 2027 and is expected to remain at 1.4% in 2028.

BOE lowered Bank Rate to 3.75% in a close call

As expected, the Monetary Policy Committee of the Bank of
England (BOE) voted by a majority of 5-4 to reduce Bank Rate
by 25bps to 3.75%. Four members voted to maintain Bank
Rate at 4.00%. One notable addition to the statement was the
line “judgements around further policy easing will become a
closer call.” We view this as a sign that the end of the easing
cycle is on the horizon and are maintaining our forecast of
one and last 25bps cut in 2026.

Other highlights include: 1) The policy makers think that risks
from greater inflation persistence had become less
pronounced and the bank is expecting CPI to ease further to
around 3.0% in 1Q of 2026. The one-off reductions to
regulatory costs levied on households’ energy bills and
changes to fuel duty announced in the Autumn Budget is
likely to lower CPI inflation in April by around 0.5ppts. In
tandem with this, the bank also lowered its CPI forecast to
closer to 2.0% in 2Q of 2026. 2) GDP growth for 4Q was weaker
than what BOE had anticipated. The bank is now pencilling in
zero growth for the quarter, a deceleration from 3Q’s 0.1%. 3)
The Average Weekly Earnings (AWE) private sector regular
pay growth is expected to ease to around 3.5% in 4Q from
3.9% currently.
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US core inflation eased to its 4-year low

Inflation was surprisingly soft in November despite the
backdrop of higher tariffs. Headline and core CPI came in at
2.7% y/y and 2.6% y/y, a marked stepdown for both from 3.0%
y/y in September. While no data was available for October due
to the government shutdown, the report indicated that softer
food prices (2.6% y/y vs 3.1% y/y) contributed to the softer
inflationary pressure and within core, because of used cars &
trucks (3.6% y/y vs 4.6% y/y), shelter (3.0% y/y vs 3.6% y/y) and
medical care services (3.3% y/y vs 3.9% y/y).

Despite some concerns over the quality and reliability of data
because of the shutdown, falling energy prices, expectations
of softer labour market and wage growth ahead suggest that
the economy remains on track to its 2% inflation target,
possibly quicker than anticipated.

Other data released during the day nonetheless showed that
real average weekly earnings accelerated to 0.8% y/y in Nov
from 0.7% y/y in Sep, while initial jobless claims drifted lower
by -13k to 224k for the week ended Dec 13 (prior: +45k).

House View and Forecasts

FX This Week 1Q-26 2Q-26 3Q-26 4Q-26
DXY 97-100 97.33 95.92 94.52 93.15
EUR/USD 1.16-1.19 1.17 1.19 1.21 1.23
GBP/USD  1.32-1.36 1.32 1.34 1.35 1.37
USD/CHF  0.79-0.82 0.80 0.79 0.78 0.77
USD/JPY 153-158 151 148 145 142
AUD/USD  0.65-0.68 0.66 0.67 0.68 0.68
NZD/USD  0.55-0.59 0.57 0.57 0.58 0.59
USD/CNY  7.05-7.09 7.03 6.94 6.86 6.77
USD/MYR  4.08-4.14 4.12 4.08 4.05 4.05
USD/SGD  1.28-1.31 1.28 1.26 1.25 1.24
USD/THB  31.93-32.67 32.30 32.20 32.10 32.00
FX Last close 1Q-26 2Q-26 3Q-26 4Q-26
SGD/MYR 3.1637 3.21 3.23 3.24 3.27
EUR/SGD 1.5121 1.51 1.50 1.51 1.52
GBP/SGD 1.7263 1.69 1.69 1.69 1.70
AUD/SGD 0.8531 0.85 0.84 0.85 0.85
Rates, % Current 1Q26 2Q26 3Q26 4Q26
Fed 3.50-3.75 3.25-3.50 3.00-3.25 3.00-3.25  3.00-3.25
ECB 2.00 2.00 2.00 2.00 2.00
BOE 3.75 3.50 3.50 3.50 3.50
SNB 0.00 0.00 0.00 0.00 0.00
BO) 0.50 0.75 0.75 0.75 0.75
RBA 3.60 3.60 3.60 3.60 3.60
RBNZ 2.25 2.25 2.25 2.25 2.25
BNM 2.75 2.75 2.75 2.75 2.75

Source: HL Bank
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Up Next

Date Events Prior

19-Dec MA Exports YoY (Nov) 15.70%
UK Retail Sales Inc Auto Fuel MoM (Nov) -1.10%
EC Consumer Confidence (Dec P) -14.2
US Existing Home Sales MoM (Nov) 1.20%
US U. of Mich. Sentiment (Dec F) 53.3
JN BOJ Target Rate 0.50%
US Kansas City Fed Services Activity (Dec) -7

22-Dec CH 1-Year Loan Prime Rate 3.00%
CH 5-Year Loan Prime Rate 3.50%
MA CPI YoY (Nov) 1.30%
UK GDP QoQ (3Q F) 0.10%
HK CPI Composite YoY (Nov) 1.20%
US Chicago Fed Nat Activity Index (Nov) -0.12

Source: Bloomberg
Note: Due to lapse in government services, US release dates are subject to change
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