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In June, the US economy demonstrated signs of moderation while retaining underlying

resilience. US labor market demonstrated continued strength, with better-than-expected
payroll gains and a stable unemployment rate reflecting balanced hiring conditions across
sectors such as leisure and hospitality and government. Headline inflation ticked higher on
a year-on-year basis, driven by higher energy costs amid geopolitical tensions, while core
measures remained more contained. Both manufacturing and services Purchasing
Managers’ Index (PMI) signaled ongoing expansion, with manufacturing sector posted its
strong performance, supported by improving new orders and production. Against such
macro backdrop, the Federal Reserve (Fed) kept rates unchanged but adopted a more

hawkish stance in its updated projections.

Eurozone consumer price inflation held at 3.2% in May, well above the European Central
Bank’s 2.0% target. Driven by supply constraints resulting from the conflict in the Middle
East, energy costs led the surge with an increase of 10.8%. The core inflation rate, excluding
energy and food, rose to 2.6%. Consequently, the European Central Bank (ECB) raised its
key interest rate to 2.25% at its monetary policy meeting on June 11. With respect to
economic sentiment, the latest consumer confidence index came in at -17.7 in June from -
19.0 in the previous month. Latest Eurozone Manufacturing arrived at 51.4 in June, down

from 51.6 in the previous month.
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The U.K. economy was marked by political upheaval and signs of cooling growth in June,
as Prime Minister Keir Starmer’s sudden resignation and Andy Burnham’s emergence as
the frontrunner for the premiership unsettled markets and heightened policy uncertainty. This
leadership vacuum coincided with softening growth indicators, as the preliminary Composite
PMI slipped to 49.4 from 49.7 in May, signaling moderating momentum in manufacturing
alongside persistent weakness in services. On the pricing front, headline inflation offered a
minor reprieve by holding steady at 2.8%, defying broader market expectations for a higher
print, though services inflation stayed elevated at 3.7%. Navigating this challenging
backdrop of stalling economic activity and sticky core-inflation pressures, the Bank of
England (BoE) opted to keep rate unchanged at 3.75% at its June meeting, although a split
vote among committee members highlighted lingering hawkishness despite the broader

economic weakness.

JAPAN i}

Japan'’s first-quarter GDP expanded at a slower pace than preliminary estimates due to soft

business investment. Recent exports were robust thanks to strong Al-related demand and a
weak Yen; however, the trade balance recorded a deficit for the first time in four months as
the weak currency inflated import values despite falling volumes. PM Takaichi announced a
new long-term investment plan for strategic sectors like Al, semiconductors, and national
defense, raising concerns over fiscal health. Meanwhile, the Bank of Japan (BoJ) raised its
policy rate due to heightened inflation risks from elevated oil prices and signaled potential
future hikes. Looking ahead, the key focus of Japan’s economy will be wage growth,

currency movement, and fiscal and monetary policies.
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Economic resilience extended in Asia despite divergence. Regional economy remained solid
through the Middle-East shock, as fiscal and quasi-fiscal measures absorbed much of the
increase in energy costs. The interim US-Iran peace deal has meaningfully lowered oil prices,
reducing the biggest source of macro uncertainty, while easing supply constraints are
beginning to support a recovery in investment related activities in select economies. With
growth holding up, several central banks have shifted focus toward inflation and become

progressively hawkish as they strive to balance inflation and growth concerns.

AUSTRALIA siesiz

Australia’s Q1 GDP further decelerate. Rising interest rates and significantly higher fuel

costs have created an environment for more cautious consumer behavior. Australia's
consumer confidence deteriorated in June, with surveyed Australian households reflecting
greater cost-of-living pressures and concerns over the property market following the
government's recent tax adjustments. The headwinds experienced by the economy started
to burden the central bank. The Reserve Bank of Australia (RBA) maintained the cash rate
unchanged, marking the first pause after three consecutive interest rate hikes. Consumer
Price Index (CPI) in May continue to moderate, but it was primarily driven by a temporary
government halving of the fuel excise. The electricity price was still in high levels.
Employment data showed improvement as well. However, the decreased job vacancies
showed that overall employment market has not bottomed out. Most of the high frequency
data did not demonstrate a clear economic prospect and this would add difficulty to RBA’s

future rate decisions.
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CHINESE MAINLAND

In Chinese Mainland, macro activities were soft with slowdown in retail sales and fixed asset
investment in May. Nominal retail sales growth declined to -0.6% year-over-year (yoy) in
May (vs 0.2% yoy in April), driven by slowdown of sales in home appliance and automobile.
Fixed asset investment (FAI) growth dropped to -10.6% yoy in May (vs -8.2% yoy in April)
with broad based slowdown across sectors amid still slow pace of government bond
issuance. Industrial production growth rose slightly to 4.5% yoy in May (vs 4.1% yoy in April),
led by faster output growth in computer and electronic machinery industries. Property-related
activity remained under pressures in May. Property sales contracted by 13.1% yoy in volume
terms, while new home starts growth stayed depressed at -24.6% yoy. The National Bureau
of Statistics (NBS) manufacturing PMI rose to 50.3 in June (vs 50.0 in May), driven by
strength in specialized equipment and IT related sectors while activities in metal and
chemical sectors were soft. The NBS non-manufacturing PMI edged up to 50.2 in June (vs

50.1 in May), driven by strength in services sectors such as IT and Finance.
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April retail sales in Hong Kong, China, extended their gain to a twelfth consecutive month,
although the pace of increase moderated and fell short of market expectation. For the three
months ending in May, the unemployment rate remained unchanged. The official home price
index rose for the twelfth consecutive month in May, reaching a 2.5-year high. The private
residential rental index continued to climb, marking its seventh successive record high. The
Hong Kong Interbank Offered Rate generally strengthened toward month-end, reflecting
seasonal tightening in liquidity due to typical half-year funding demands. Local banks kept
prime rates unchanged as the U.S. Federal Reserve maintained steady policy rates. During
the month, the Securities and Futures Commission of the HKSAR announced the upcoming
launch of Chinese Mainland government bond futures in the city, aimed at enhancing

renminbi product ecosystem and deepening mutual market access.
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The U.S. Treasury market experienced another volatile month in June, driven by shifting

geopolitical tension in the Middle East, robust macroeconomic data and Fed Chairman Kevin
Warsh’s first Federal Open Market Committee (FOMC) meeting. Market sentiment was
supported by an interim peace deal between the U.S. and Iran, which included the reopening
of the Strait of Hormuz, triggering a sizeable decline in oil prices. Meanwhile, domestic
economic indicators continued to reinforce a narrative of resilience. May nonfarm payrolls
delivered another upside surprise, while job openings and retail sales data both exceeded
expectations. Although June inflation prints, CPIl and Personal Consumption Expenditures
(PCE), came in slightly below market expectations, the headline numbers nonetheless rose
above 4%. As widely anticipated, the Fed kept its policy rate unchanged at the FOMC
meeting. However, the updated dot plot surprised the market by suggesting that nine officials
expect to tighten policy this year, with six forecasting at least 50 basis points of rate hikes.
Against this backdrop, the yield curve flattened as bond yields moved higher, with the
10-year Treasury tenor rising 3 basis points to 4.47% and the 2-year yield climbing 17 basis
points to 4.17%.

In the Eurozone, core bond markets staged a rebound in June, as attention centered on the
decline in crude oil prices following the progress in US-Iran ceasefire talks. This helped the

10-year German Bund yields retreat by 8 basis points, closing the month at 2.86%. The rally

BOCI-Prudential Asset Management Limited



came despite Eurozone inflation accelerating to 3.2% in May, the fourth consecutive monthly

increase, driven by higher energy costs amid the Middle East geopolitical tensions and rising
services prices. Meanwhile, preliminary data showed the Composite PMI improving to 49.5
in June from 48.5 in May, supported by a stronger Services PMI while the Manufacturing
index steadied. Against this backdrop, the European Central Bank (ECB) raised policy rates
by 25 basis points and revised its 2026 headline inflation forecast upward to 3.0% from 2.6%
at its June meeting. This move underscored a cautious stance on lingering price risks, even
as President Lagarde reiterated a highly data-dependent, meeting-by-meeting approach

going forward.

Similarly, the U.K. gilt market gained in June, as easing crude prices and progress in U.S.—
Iran ceasefire talks buoyed bond sentiment. The 10-year benchmark gilt yield declined by 6
basis points, closing the month at 4.76%. Support came from inflation data showing headline
CPI steady at 2.8%, defying expectations for a higher print. Growth indicators, however,
painted a mixed picture, with the preliminary Composite PMI slipped to 49.4 in June from
49.7 in May, signaling moderating momentum in manufacturing and persistent weakness in
services. Against this cooling backdrop, the Bank of England (BoE) held the Bank Rate at
3.75% at its June meeting, though a split vote underscored lingering hawkishness amid

stubborn inflation pressures.
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The Japanese Government Bond (JGB) market lagged its global peers in June, weighed by
the BoJ policy hiking action. As expected, the BoJ raised its policy rate by 25 basis points at
its June meeting, alongside confirming that tapering of JGB purchases will pause in April
2027, with monthly buying anchored at ¥2 trillion. The central bank’s messaging carried a
hawkish bias, emphasizing heightened vigilance toward near-term inflation risks. While
nationwide CPI remained stable, Tokyo CPI data pointed to renewed price pressures, with
the core-core measure (excluding fresh food and energy) climbing to 1.9% in June from
1.6% in May. Meanwhile, growth indicators reinforced the constructive backdrop, with the
preliminary Composite PMI advancing to 52.5 in June from 51.1 in May, reflecting a
broad-based expansion across manufacturing and services. Against this backdrop, the

10-year benchmark JGB yield edged 2 basis points higher to close the month at 2.68%.

AUSTRALIA stiesiz

Australian Government Bond (ACGB) yields generally trended lower in June. At its monthly

meeting, the Reserve Bank of Australia (RBA) held its policy rate steady at 4.35% in a
unanimous decision, though its post-meeting rhetoric maintained a hawkish bias, leaving the
door open for future hikes if inflationary pressures persist. This caution was validated by
May's inflation reading, where headline CPI eased to 4.0% but trimmed mean edged up
slightly to 3.6%. Meanwhile, the labor market staged a strong recovery from April's slowdown
with unemployment ticked down to 4.4% as payrolls expanded by a robust 40.3k. Despite
the strong labor data, investors dialed back projections for near-term rate hikes, reassessing
the RBA's hawkish trajectory. To end the month, yield on the 3-year benchmark ACGB
dropped 11 basis points to 4.36%, while the 10-year yield declined 11 basis points to 4.72%.

BOCI-Prudential Asset Management Limited
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CHINESE MAINLAND

The offshore Renminbi (CNH) bond market held steady in June. Macroeconomic data for

the month revealed an economic recovery that is stable in aggregate but highly fragmented.
The manufacturing PMI nudged further into expansionary territory at 50.3 from 50.0 in May
while the non-manufacturing PMI sustained its expansion at 50.2. However, this headline
stability masks a widening K-shaped divergence, where robust exports, resilient industrial
production, and booming high-tech manufacturing stand in contrast to cooling domestic
demand. Given that growth continues to track effectively against official targets, the
immediate pressure on authorities to deliver aggressive policy easing has diminished.
Against this backdrop, the Markit iBoxx ALBI China Offshore Bond Index (investment grade)

ended the month broadly flat, posting a modest 0.38% gain in local currency terms.

E‘A’AVA¢

Hong Kong Dollar (HKD) bond market underperformed its U.S. peers in June, as yields
moved higher led by the front-end. Liquidity conditions tightened into the half-year close,
driving short-tenor interbank rates sharply higher, where the 1-month HIBOR rose more than
30 basis points to 2.94%. This pressure translated into higher short-dated bond yields, with
the 2-year climbing 17 basis points to 2.89%. At the longer end, yields were broadly stable,
with the 10-year government bond yield holding above 3.2%. Despite the rise in yields, HKD
softened slightly, edging closer to the 7.85 level against USD, weighed by weaker sentiment

in the local stock market.

BOCI-Prudential Asset Management Limited
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US equities reversed the recent upward trend and closed lower this month. The fading of
market momentum was primarily driven by a notable shift in expectations around the Fed’s
interest rate path, triggered by resilient employment data. Although investor sentiment briefly
rebounded following the US President called off planned military strikes on Iran and signaled
progress toward a potential peace deal, the relief proved short-lived. The subsequent
hawkish shift in the Fed’s projections at the June FOMC meeting quickly reasserted pressure
on risk assets, leading to renewed weakness in equities. Health Care sector led in sector
performance, while Communication Services sector lagged. Looking ahead, uncertainties
around Fed’s rates path, Middle-East conflicts and Sino-US relations would raise volatility

for the market in the near term.

Netherlands equities added value while Finland equities subtracted value among the
European markets. Regarding sector-wise performance in HKD terms, investments in

Technology added value while Telecommunications detracted value during the period.

BOCI-Prudential Asset Management Limited

12



o GLOBAL
EQUITIES

In June, the UK stock market showed a muted response due to major political developments
and a weakening economic outlook. This cautious reaction came even after the United
States and Iran signed a memorandum of understanding to establish temporary peace and
reopen the Strait of Hormuz. The announcement of Prime Minister Keir Starmer’s resignation
has increased market uncertainty. Investors are concerned about who will finally take up the
job and what policy changes may follow. When political uncertainty rises, policy uncertainty
tends to increase as well. At the same time, the UK’s economic outlook is weakening. Recent
data suggest that the economic slowdown is continuing. Both the S&P Global Flash UK PMI
Composite Output Index and the Services PMI Business Activity Index fell below 50. The UK
services PMI dropped to a 41-month low. Since the service sector is a key driver of the UK
economy, this decline reflects weakening business confidence and economic momentum.
Looking ahead, the UK stock market’s performance will likely depend on how long political
instability continues. Leadership changes within the Labor government and debates over
new fiscal policies will be critical factors. These developments will play a major role in

shaping investor sentiment and the future direction of the UK economy.

JAPAN i}

In June, Japan equities experienced historic volatility as tech enthusiasm propelled the

indices to record milestones. Fiscal policy remained highly accommodative under PM
Takaichi, whose inaugural blueprint directed public-private investment into semiconductors,
Al, energy, and defense. Monetary policy tightened with a mid-June rate hike; however,
political pressure to protect private demand mitigated severe market shocks despite record

foreign bond outflows. Sector performance was highly polarized. High-tech and hardware

BOCI-Prudential Asset Management Limited
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manufacturing substantially outperformed due to persistent Al upsurge, while defensive and
non-tech sectors lagged behind. In the near term, Japan equities will likely remain volatile,
and market upside will depend heavily on global trade dynamics, Middle East geopolitical

risks, and the BoJ's gradual normalization path.

Asia equities retreated over June amid heightened volatility, as investors navigated a
pullback in Al-linked stocks and hopes for a diplomatic resolution to tensions in the Middle
East. After a strong start, markets corrected sharply on valuation concerns in crowded Al
trades, compounded by renewed geopolitical risks and a hawkish repricing of Fed policy.
Optimism around a potential US—Iran peace framework helped ease energy price pressures
and lent support to broader risk sentiment. Markets remained largely range-bound, with
technology stocks serving as the primary source of volatility. Looking ahead, earnings

delivery will be the key anchor for performance, with near-term volatility likely to persist.

AUSTRALIA iesiz

The progress of US-Iran peace talks and oversea market sentiments continue to be one of

the largest factors moving the Australian stock market. US-Iran tensions were escalated in
early June. Coupled with weak sentiment on global Al stocks, Australian market performance
was sluggish. However, in the middle of June, US and Iran agreed to sign an interim peace
deal. Oil price declined and risk-sensitive stocks led the market rally. Going forward,
investors of Australian equities will continue to focus on the geopolitical tensions in the

Middle East as well as interest rate trend around the world.

BOCI-Prudential Asset Management Limited
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In June, Chinese Mainland markets posted mixed performances with return concentrated in

Al related sectors. A more hawkish Fed stance, soft domestic economic activities in June,
and step up of cross border capital controls have led to negative sentiments impacts on non-
Tech sectors and offshore markets. During Lujiazui forum, financial regulators signaled new
directions on monetary policy, a reduced emphasis on aggregate credit extension, and
opening up STAR board for unprofitable Al firms. Bloomberg reported that Chinese Mainland
is planning to invest RMB2tn on Al data center, which is in line with the plan laid out in the
15th Five-Year Plan. Chinese Mainland Al startup leader DeepSeek raised more than $7.4
billion to advance research-and-development as well as to expand computing infrastructure.
The NBS manufacturing PMI rose to 50.3 in June (vs 50.0 in May), driven by strength in
specialized equipment and IT related sectors while activities in metal and chemical sectors
were soft. Shanghai Composite, Shenzhen Composite and CSI 300 changed by +0.6%,
+1.3% and +1.8% respectively. Meanwhile, Hang Seng China Enterprise Index and Tech
Index changed by -10.3% and -8.4% respectively. Sector wise, Information Technology

outperformed while Property and Consumption related underperformed.

BOCI-Prudential Asset Management Limited



GLOBAL
EQUITIES

The Hang Seng Index (HSI) declined further in June amid ongoing Al sector rotation and a
less supportive liquidity backdrop. With performance diverging sharply between Al and non-
Al stocks, the HSI’s relatively limited exposure to Al hardware enabler contributed to its
underperformance relative to onshore and broader Asian markets. Additionally, heavyweight
Financials faced pressure from tighter cross-border capital controls. All sectors posted
negative returns, with the Properties sub-index underperformed amid capital outflow control

and shifting expectations around U.S. Federal Reserve policy.

BOCI-Prudential Asset Management Limited
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CURRENCY

The U.S. Dollar Index (DXY) advanced 2.3% in June to close at 101.19, supported by the
hawkish stance of the Federal Reserve (Fed), despite easing Middle East tensions following
an interim U.S.-Iran peace framework. Within the G10 currencies, a decline in oil prices of
around 20% heavily weighed on the Norwegian Krone (NOK), which depreciated 6.6%
against the greenback. Meanwhile, cooling expectation of the speed at which the Reserve
Bank of New Zealand (RBNZ) would raise interest rates fueled a 5.2% decline in the New
Zealand Dollar (NZD) against the USD. On the other hand, the Japanese Yen (JPY) was
one of the better relative performers within G10 currencies, depreciating by only around 2%

against the greenback on the back of intervention concerns.

The Euro (EUR) weakened in June, as investors turned focus to the hawkish tone of the
June FOMC meeting, which supported expectations of policy tightening in the U.S. This
came despite the hawkish action by the European Central Bank (ECB) which delivered a 25
basis-point hike during the month. Spiked volatility in equity markets, particularly across
Asia’s tech sector, weighed on risk sentiment and bolstered demand for USD as a

safe-haven currency. By month-end, EUR had declined 2% to 1.1422 against USD.

BOCI-Prudential Asset Management Limited
17



The British pound (GBP) weakened in June, mirroring broader softness across European
currencies amid a hawkish June FOMC meeting reinforcing expectations of rate hikes in the
U.S. Adding to this was domestic political uncertainty following Keir Starmer’s resignation,
with Andy Burnham emerging as the frontrunner for the premiership that raised policy
uncertainty. Meanwhile, softer-than-expected inflation data and the Bank of England’s (BoE)
decision to hold rates steady offered little support. GBP declined by 1.4% to close the month
at 1.33 against USD.

YEN i}

The Japanese Yen (JPY) weakened in June despite the Bank of Japan’s (BoJ) widely

anticipated 25-basis-point rate hike. Investor focus shifted to the hawkish tone of the June
FOMC meeting, which supported expectations of the policy tightening in the U.S.
overshadowing the BoJ’s hiking move. As a result, the Yen depreciated by 2% to 162.55 per

U.S. dollar, its weakest level in nearly four decades.

!

The Chinese Renminbi (RMB) depreciated against a broadly stronger U.S. Dollar in June.
During the month, Chinese Mainland top financial regulators gathered at the Lujiazui Forum
in Shanghai, where the People’s Bank of China (PBoC) narrowed its interest rate corridor
for short-term rates. On RMB internationalization, Governor Pan unveiled plans for an
offshore RMB repo facility and pledged to boost the supply of offshore RMB assets to foster
a deep and active offshore market. By month-end, the onshore RMB (CNY) fell 0.3% against
the greenback, with the offshore RMB (CNH) depreciated by 0.42%.

BOCI-Prudential Asset Management Limited

CURRENCY

18



Important Information

Investment involves risks and is subject to market fluctuations and inherent risks. Investment in emerging
markets involves special risks and considerations. Investors could face no returns and/or suffer significant

loss related to the investments. Past performance is not indicative of future performance.

The information contained herein is based on sources believed to be reliable and has not been
independently verified. BOCI-Prudential Asset Management Limited makes no representation, warranty or
undertaking, whether express or implied, in relation to the information, opinions or projections have been
based. Information, opinions and projections in this document reflect a judgment at its original date of
publication and are subject to change without notice. The manager's comment above solely reflects the
opinion, view and interpretation of the fund managers as of the date of issuance of this document. Investors
should not solely rely on such information, opinions and projections to make any investment decision.
Investors should seek independent financial and professional advice as appropriate before making any
investment decision. This document should not be reproduced or further distributed to any person or
entities, whether in whole or in part, for any purposes. The information, opinions and projections contained
herein are for reference only. This document does not constitute any distribution, or any recommendation,
offer, invitation or solicitation to buy or sell any product. BOCI-Prudential Asset Management Limited will
not be responsible for damages arising out of any person’s usage or reliance upon such information,

opinions and projections.

This document is issued by BOCI-Prudential Asset Management Limited and has not been reviewed by

the SFC.
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