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Monthly Economic Data Wrap - Nov 2022: Covid weighs on China
recovery; global rates ease
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Main points:

B The cyclical data weakened in China. We expect the Covid policy adjustment to only have
more visible impact next year. Since the start of 4Q, mobility within China has been restricted
by fighter Covid restrictions. The Chinese government recently signaled change, including
an acceleration of vaccinations for the elderly. We expect such policies to have only a
limited impact on the economy in the near-term. Oct data was soft as overall retail sales
were weak while fighter environmental protection measures weighed on the production of
energy-intensive industries. Real estate remained depressed. However, high-tech continued
to expand at a solid pace. Policymakers have delivered a raft of supportive policy measures.
The PBoC cut the RRR by 25bp to support the economy, more measures have been rolled
out to help property developers, and infrastructure investment growth remained solid. The
Cenfral Economic Work Conference is the key policy focus in Dec.

B Easing in global rates as the Fed signaled that it would slow its pace of hikes. Although
inflationary pressure persisted, US inflation fell short of expectations in Oct. The new Brifish
government announced fiscal fightening measures. A warm winter and ample energy
reserves eased the immediate energy crisis in Europe, all confributing the moderation in
inflationary pressure in recent weeks. In-line with expectations, the Fed raised interest rates
by 75 points in Nov, while indicating that it will likely slow the pace of rate hikes. Long-term
government bond yields fell sharply. The resilience of the US economy and a sfill-tight labor
market suggests the Fed may raise the projection of the terminal rate in Dec. A rebound in
long-term yields in the near term is sfill likely, although they are unlikely to reach the highs
seenin 3Q.

B RMB strengthened against the dollar. Greater expectations of a Fed policy shift and easing
inflation led the USD tfo fall notably in Nov. In China, policies to stabilize real estate and better
Covid controls also supported senfiment and liffed the RMB against the USD. We expect the
USD to stay relatively strong in the near-term, but will fall next year as inflation slows and Fed
policy rates peak. We expect the USDCNY to hover in the range of 7.0-7.3 in the near future.

Data releases and events next month. On the international front, our focus is on inflation and
employment data from Europe and the US, as well as the Dec FOMC meeting. Domestically, our
focus is on economic data, Covid policy, policies to support growth, and property and industrial
upgrades.
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