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Monthly Economic Data Wrap - Apr 2024: Fed turns hawkish but a cut
remains likely this year; we upgrade our China 2024 growth forecast
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Main points:

B We expect the domestic recovery to continue amid signs of improvement. Investment and
consumption led stronger-than-expected 1Q growth. Offline consumption continued to
recover while Industrial upgrades propelled investment in infrastructure and manufacturing.
Property sales are sfill soft, and sector consolidation is expected to continue. The Politburo
meeting held on 30 Apr confirmed improving growth momentum in 1Q, but emphasized the
need to front-load supportive pro-growth policy given the challenges facing the economy.
We expect improving growth momentum sustained by fiscal support, industrial upgrades, a
consumption recovery, and an uptick in global manufacturing. We upgrade our 2024 GDP
growth forecast from 5.0% to 5.2%. The PBoC is expected to maintain abundant liquidity. An
RRR cutin 2Q is likely, in our view. However, the scope for further interest rate cuts is limited.
Government bond yields are likely to rebound as cyclical growth and prices recover.

m Llikely a hawkish Fed at the May FOMC though rate cuts this year remain our baseline. Given
stubborn inflation and economic resilience, we expect the Fed to reveal a hawkish tone at
the May FOMC. We maintain our forecast of a 50bp interest rate cut this year. However, the
start of the easing cycle could be delayed due to economic resilience and sticky inflation.
We raise our frading range forecasts for 2-year and 10-year US Treasury yields in 2Q to 4.7%-
5.1% and 4.4%-4.8%, respectively, but continue to expect both to fall in 2H 2024F. The ECB is
likely to cutinterest rates for the first fime in Jun. In Japan, given improving domestic demand
and a benign inflation outlook, we expect the BoJ to raise interest rates by 0.2-0.3pp in 2H
2024F.

B Persistent US dollar strength to weigh on EM currencies in the short term. Compared with the
ECB and BoJ, an increasingly hawkish Fed is likely to support the dollar in the near term,
thereby putting pressure on EM currencies. However, expectations of addifional BoJ rate
hikes and the start of a Fed easing cycle in 2H2 are likely to drive down the US dollar in 2H.
Aimd an improving export outlook and a confinued domestic recovery, we expect the
renminbi to rebound later this year. Chinese US dollar bond issuance may remain sluggish
given elevated costs, tight regulatory oversight, and poor market risk appetite. By contrast,
we expect Dim Sum Bond issuance to remain strong.

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