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3Q Economic Data Wrap - Sep 2023: Chinese growth improvement to

continue
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Main points:

B Monetary tightening close to an end in DMs, but elevated interest rates will persist. The Fed paused
hikes in Sep, but the dot plot implies a hawkish message. Updated economic forecasts indicate a
soft economic landing ahead. We hold the view that the Fed will maintain elevated interest rates
unchanged this year. Markets have pared back expectations of rate cuts and now expect the
rate cutting cycle to start from 2H 2024, similar to our view. A hawkish Fed, economic resilience,
and debt expansion by the US government are likely to push interest rates higher. However, the
likely peak in monetary tightening and downward pressure on economic growth are likely to
cause rates to pull back from current highs in 4Q. We expect 2-year and 10-year yields to frade in
the ranges of 4.8-5.2% and 4.2-4.8%, respectively, in 4Q 2023.

B We expect domestic growth to improve sequentially, inflation to accelerate, and rates to rise.
The economic data improved broadly in Aug. We expect property sales to stabilize while
developers continue to reduce investment. Sector-wide consolidation will continue. A bottoming-
out of the global manufacturing cycle, a confinued recovery in domestic consumption
(especially services consumption), and accelerating government spending and public
investment will support improving growth momentum. We also anficipate accommodative
monetary policy will stay in place. Domestic inflation and interest rates are likely to pick up.

B USD strength is likely to persist, but the improving Chinese economy will help support the RMB
exchange rate. The RMB index rebounded but the RMB weakened against the USD last month. US
economic outperformance is likely to buttress USD strength in the near term, which may weigh on
the RMB vs USD rate. The PBoC will confinue to support the RMB in the near-term. As domestic
growth and frade performance improves, we expect the USDCNY to strengthen in the months
ahead.

Market focus next month - intfernationally, we are keeping an eye on inflation, employment data, and
on central banker speeches. Domestically, our focus will be on high-frequency economic data and
macro policy.
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