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Monthly Economic Data Wrap — Oct 2023: Better growth and more debt
restructuring in Ching; global financial conditions to stay tight amid Fed pause
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Main points:

B The Fed to stay put in Nov with a hawkish bias. Global rates will continue to fluctuate at
elevated levels. The 3Q acceleration in US growth beat expectations. However, we sfill
expect an economic slowdown ahead. With core inflation easing and rising long-term rates,
this will tighten financial conditions. Coupled with Intensified geopolitical conflicts which
have added to growth concerns, we expect that the Fed is done with rate hikes, but will
maintain a hawkish bias. We pencil in rate cuts in 2H24F at the earliest. The impact of
monetary tightening will slow economic growth and ease upward pressure on treasury yields
in the months ahead. We expect the 2-year and 10-year yields to tfrade in the range of 4.8-
5.2% and 4.4-4.9% in 4Q respectively. Key risks are stagflation and monetary fightening
pressure stemming from geopolitical escalatfion in the Middle East.

B Chinese economic recovery continues with accelerating local government debt
restructuring. Industrial production and retail sales rebounded in Sep. We expect a
continued modest recovery supported by more normalization of consumption, improving
frade and stabiliziing property sales. Increased fiscal support and accelerating debt
restructuring should help ease pressure on local governments and support the cyclical
picture. Monetary conditions will stay accommodative but Interest rates will likely pick up
further with improving growth.

®  USD will remain strong in near-term, and USDCNY has stabilized. Interest rate differentials and
US economic outperformance will continue to lend support to the USD in the near term. Any
escalation in the Middle East conflict will likely push USD higher. However, US monetary
tightening has peaked, and convincing signs of an economic slowdown wiill likely cause USD
to fall meaningfully. The CNY has appreciated against a basket of currencies, but has
stabilized against the USD. We expect CNY to strengthen against USD when the dollar
wekens, supported also by the improvement in the domestic economic outlook.

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