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Monthly Economic Data Wrap - Jul 2023: Politburo signals pro-growth policies
while US policy tightening approaches an end. Expect further rebound in CNY
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Main points:

m  With the Jul Politburo meeting signaling pro-growth and easing housing policy, we expect
the recovery to continue along with accelerating sequential growth. Sequential growth
eased in 2Q as the consumption recovery slowed. However, industrial production was better
than expected. The Politburo meeting called for policy support. We expect stronger fiscal
spendingin 2H. Monetary policy is focused on structural credit expansion. Incremental public
investment is likely to be measured. We could also see further measures in support of private
businesses. We maintain our 2023 growth forecast of 5.3%.

B Fed tightening likely approaching an end. The possibility of a soft landing lowers market
expectations of rate cuts. High interest rates are likely to persist. US inflation eased more than
expected in Jun while labor markets and growth showed resilience. We maintain our view
that the Fed is done with hiking. However, if economic resilience and inflation exceed
expectations, it is still possible the Fed could hike again before year end. A less inverted US
yield curve in Jul suggests markets are gradually coming to a “higher for longer” consensus.
We lift our 3Q forecast ranges for 2-year and 10-year UST yields to 4.6-5.0% and 3.6-3.9%.

®  The US dollar medium-term downtrend remains intact; renminbi to rebound. The Fed hiking
cycle is likely winding down while the fightening cycles in the UK and EU confinue. The
sudden pivotf in the Band of Japan's yield curve control policy is likely to succeed in
supporting the yen and JGB yields. We maintain our forecast of a medium-term downtrend
in the US dollar, albeit at gradual pace. As Chinese policymakers ramp up counter-cyclical
support, the recovery in the domestic economy is likely to continue as the renminbi
exchange rate rebounds.

B Dim Sum Bond issuance will stay strong. We expect recovering issuance by Chinese
governments fo lead a rebound in overall Dim Sum Bond issuance in Aug. Dim Sum Bond
issuance will benefit from widening interest rate differentials between China and the US, and
continued reforms including the opening up of outward bond investment through the
Southbound bond connect.

Market focus next month - inflation and employment data, and central bankers’ speeches.
Domestically, the focus will be on high-frequency economic data and macro policy.
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