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Key Market Highlights

* The 10-year United States (US) Treasury bond yield briefly rose above 5% before retreating after
the Federal Reserve's (Fed) unanimous interest rate hike reinforced policy credibility. That said,
yields resumed their climb on Friday as the focus turns to this week’s heavy bond issuance.

¢ The Japanese Yen weakened after the Bank of Japan (BOJ) raised its policy rate, as a non-
unanimous decision and a cautious policy outlook tempered expectations for aggressive policy
tightening. The Yen, however, pared losses following reports the BOJ enquired with market
participants about exchange rate levels, a move that sometimes leads to official intervention.

+ Despite heightened conflict between Houthi rebels and Saudi Arabia, Brent crude oil prices
declined due to Saudi Arabia re-routing their supply chain while oil shipments through the Strait
of Hormuz reached their highest level in six months over the past two weeks.

Topics of the Week:

The Fed Remains Cautious on Inflation Risks
e The Fed voted unanimously to raise interest rates by 25 basis points (bps) to 3.75% - 4.00%.
o The Fed remains firmly focused on inflation which has remained “too high too long”.

o The rate increase was intended to bring inflation down toward the Fed's 2% target in a
timelier manner.

e The Fed expects one further rate hike by year-end and no change through 2027, reinforcing market
expectations that interest rates will stay higher for longer.

e The unanimous rate increase, inflation focus, and signal of another rate hike by year end reinforced
confidence in the Fed's commitment to price stability, helping the 10-year US Treasury bond yield
retreat after briefly rising above 5%.

e House View: We now expect two additional rate hikes, one in December 2026 and another in 1Q
2027, followed by rates remaining on hold for the rest of 2027.

Above-Target Inflation Supports Further BOJ Normalisation
o The BOJ raised rates by 25 bps to 1.25%, the highest level in 31 years, to manage rising inflation.

e The Bank of Japan signalled that further interest-rate increases remain possible, although the 7-2
vote tempered expectations over the near-term pace of tightening.

e The Japanese Yen weakened due to the non-unanimous decision, but pared losses as a report that
the BOJ enquired about exchange rate levels stoked concerns of official currency intervention.

e House View: We expect the BOJ to hike again in 2Q 2027, before keeping rates on hold at 1.5%.

@ Speak to your UOB Advisor today to find out more.



CIO Strategic Asset Allocation (SAA) - Turning More Cautious
e We downgraded our equity outlook from overweight to neutral due to uncertainty over:

o Qil prices, inflation concerns, interest rate policy, and elevated investor expectations.

o However, solid economic fundamentals and earnings growth, favourable historical trends
following US mid-term elections, and the potential reversal of the oil shock support our
positive medium-term outlook.

e We are now neutral across all equity regions with an emphasis on quality and selectivity.

e Within sectors, we favour financials, defence, healthcare and quality dividend stocks, while
preferring artificial intelligence (Al) adopters over hardware suppliers.

o Key Takeaway: Remain tactically cautious in the near term while maintaining a positive medium-
term outlook and selectively accumulate quality assets on market dips.

Investment Strategy
e While medium-term tailwinds remain intact, elevated oil prices and inflation, Fed tightening and
crowded investor positioning have weakened the near-term risk-reward balance.
o Investors should stay invested while adopting a more cautious and selective approach to
managing near-term risks.
o Use periods of market weakness to selectively accumulate quality assets.

e Investors should review their holdings and consider opportunities to build greater portfolio resilience
amid potential near-term volatility.

o We favour profitable companies with visible near-term earnings over businesses whose
expected returns lie further in the future.

o Investors with significant Al exposure should consider rebalancing towards financials,
defence, and healthcare companies.

o  Within Al, we now favour companies that benefit from adopting the technology over
hardware suppliers.

o Near-term weakness in quality dividend stocks, driven by higher bond yields, may present
attractive entry opportunities for long-term income-oriented investors.

Asset Class Performance

Performance (%)

Equities Current

1 Week 3 Months Year-To-Date

S&P 500 (USD) 7650.5 -0.08 -075 2.00 176
Dow Jones (USD) 51682.64 -1.69 -333 0.3 7.53
NASDAQ 100 (USD) 2964417 094 074 -251 17.40
FTSE 100 (GBP) 10659.13 0.08 -078 285 733
S&P/ASX 200 (AUD) 8731173 -0m -356 -110 019
DAX (EUR) 25304.06 -1.03 -3.02 127 332
Swiss Market Index (CHF) 13786.72 0.08 -417 0.09 391
HSCEI Index (HKD) 82254 -0.25 -290 313 -772
Hang Seng Index (HKD) 24750.78 -0.22 -292 3.45 -343
Nikkei 225 (JPY) 65018.95 157 -0.47 -875 29.16
I S I S T T NN
Brent Crude (USD) 103.87 -071 15.68 3228 7257
Gold (USD) 4378.63 0.68 =303 536 137
EURUSD 11486 -097 -1.64 013 -2
GBPUSD 1.3395 -0.95 -1.55 123 -0.59
USDJPY 156.88 213 -0.82 -274 (oX1]

Basis points Change

Bonds Current (%)

US 10-year Treasury yield 4.996 0.029 0.350 0.543 0.829
German 10-year Bund yield 3.519 0.015 0.257 0.534 0.664
UK 10-year Gilts yield 5.295 -0.048 0.251 0.453 0.816
Japan 10-year bond yield 2.989 0.002 0.087 0.333 0.923

1 week for the period 11-Sep-2026 to 18-Sep-2026

1 month for the period 19-Aug-2026 to 18-Sep-2026

3 months for the period 19-Jun-2026 to 18-Sep-2026

Year-to-date for the period 31-Dec-2025 to 18-Sep-2026

Source: Bloomberyg (last update: Sat, 19 September 2026 7:14 AM SGT)

@ Speak to your UOB Advisor today to find out more.
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IMPORTANT NOTICE AND DISCLAIMERS:

The information contained in this publication (including any articles referred to in this publication) is strictly for general informational
purposes only and without obligation. The information contained in this publication (including any articles referred to in this
publication) does not constitute accounting, legal, regulatory, tax, financial or other advice and is not intended as an offer,
recommendation, solicitation, or advice to purchase or sell any investment product, securities or instruments, or to make any investment,
or to undertake any particular investment strategy. Any description of investment products is qualified in its entirety by the terms and
conditions of the investment product and if applicable, the prospectus or constituting document of the investment product. You should
consult your own professional advisors on any matter which concerns you to understand the risks involved and whether it is
appropriate for you to assume such risks before investing in any product as the information contained in this publication (including any
articles referred to in this publication) do not have regard to any specific objectives, financial situation and/or the particular needs of
any specific person or circumstance. In the event that you choose not to seek advice from a professional adviser, you should consider
carefully whether the relevant product is suitable for you.

The information contained in this publication (including any articles referred to in this publication), including any data, projections and
underlying assumptions, are based on certain assumptions, management forecasts and analysis of known information and reflects
prevailing conditions as of the date of this publication, all of which are subject to change at any time without notice. Although every
reasonable care has been taken to ensure the accuracy and objectivity of the information contained in this publication (including any
articles referred to in this publication), United Overseas Bank (Malaysia) Bhd ("UOB Malaysia") and its directors, officers and employees
make no representation or warranty of any kind, express, implied or statutory, and shall not be responsible or liable for its
completeness or accuracy. As such, UOB Malaysia and its employees accept no liability for any error, inaccuracy, omission or any
consequence or any loss/damage howsoever suffered by any person, arising from any reliance by any person on the views expressed
or information herein.

The contents of this material have not been reviewed by the Securities Commission Malaysia.
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