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China CITIC Bank International
Economic and investment outlook 2024
Rate-cut cycle inevitable
Prudent investment strategy advisable

(Hong Kong: 11 January 2024) China CITIC Bank International Limited (“CNCBI”) today
released its 2024 economic and investment market outlook, suggesting that a new rate-cut
cycle is inevitable and that a prudent investment approach would be advisable.

Macroeconomy: Major western central banks to reverse monetary directions in face of

economic downturn pressure

Mr Tristan Zhuo, Chief Economist, China CITIC Bank International, revealed that, “The
reversal of monetary policy will be the main global financial focus in 2024. As the aggressive
rate-hike cycle ended after nearly two years, a new rate-cut cycle will be inevitable. The
inflation dip will provide room for monetary relaxation for central banks in need for addressing
weak economic growth momentum. Major central banks in the west are expected to embark

on a rate-cut cycle with substantial adjustments that help buoy the asset market.”

UsS:
e The year 2024 will mark the start of full monetary easing of The US Federal Reserve
(the “Fed”), beginning likely in the first half of the year with the balance sheet
reduction scale scaling down gradually.
e The extent of rate cuts will likely reach 150 basis points for the year with the upper
bound of the federal funds target rate expected to fall to 4% by the end of the year.

Mainland China:

e The 10-year US treasury yield tumbled with considerable room for sliding further.
The RMB-USD interest rate spread is heading towards the positive for RMB which
can see its exchange rate stabilise and recover in a steady pace.

e Mainland China’s economy may grow to about 5% overall, but imbalanced recovery
remains to be resolved and the recovery of property market sentiment and
performance of related industries will take time.

e In an environment where overall growth is stable but certain key industries remain
under pressure, expectation for aggressive monetary policy easing would be
unrealistic. The People’s Bank of China may cut interest rates by 10 basis points

and adjust the reserve requirement ratio downward by 25 basis points.



Hong Kong:

e The labour market is performing satisfactorily, with unemployment hovering near
cyclical lows. Private consumption is improving steadily in support of economic
growth. Performance of imports and exports will likely turn positive.

e Hong Kong’s 2024 real GDP (“gross domestic product”’) growth will gain speed
towards 3%.

e Property price adjustment is approaching an end with prices expected to stabilise
and recover at the start of the Fed’s rate-cut cycle.

Investment insights: Prudent investment with flexible allocation of stocks and bonds

Mr lvan Cheung, Head of Investment Advisory, Personal & Business Banking Group, China
CITIC Bank International, said, “At the moment, the global financial markets are mainly driven
by the anticipation of an interest rate peak and potential rate cuts. Resilience of the US
economy in general with continuous GDP growth and falling inflation are favourable to the
financial markets. However, overall economic growth in the US is losing steam and
recession risk cannot be overlooked. In addition to geopolitical changes, major elections in
countries such as the US, Russia, India, South Korea and Indonesia will continue to bring
uncertainty to the global market in 2024. It is advisable to maintain a cautious investment
strategy. Flexibly participating in the stock and bond markets can help control portfolio

volatility and strive for potential growth and yield enhancement.”

US stocks:

o Technology-related sector stocks continue to be indispensable portfolio components
in view of the rate-cut expectation and rapid development of artificial intelligence but
caution should be exercised on individual firms with excessively high valuation.

e Defensive sectors such as healthcare, consumer staples and utilities
underperformed in 2023 but stand a chance of catching up amid market concerns

over recession risk.

Hong Kong stocks:

e Currently, the Hang Seng Index has a price-to-earnings ratio of only 8.6 which
represents a significant discount compared with historical levels and valuations in
other major markets, helping to attract capital inflow.

e The dividend yield of Hang Seng Index has risen to above 4%, indicating historically
that the index is approaching its bottom.

Foreign exchange:
e Following the Fed’'s meeting in December 2023, commodity currencies such as AUD,
NZD, and CAD experienced larger gains over other major currencies like EUR, GBP
and JPY. This demonstrates that the increase in risk appetite is more stimulating to



those commodity currencies .

e Inflation in Australia and New Zealand remains relatively higher. It is expected that
monetary policy easing by the central banks of the two countries may lag behind the
Fed, providing support to the AUD and NZD.

For more insights from CNCBI on the macroeconomy and investment markets, please visit

https://www.cncbinternational.com/personal/investments/market-information/en/index.html.
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Mr Tristan Zhuo (left), Chief Economist, and Mr Ivan Cheung (right), Head of Investment
Advisory, Personal & Business Banking Group, China CITIC Bank International, provide
insights into the economy and investment markets against the backdrop of the reversal of
monetary policy in the 2024 global economy



Risk Disclosure Statement and Disclaimers:

This document is issued by China CITIC Bank International Limited ("the Bank") and used for
reference purposes only. The information or opinion herein is not to be construed as
professional investment advice or any offer of, or invitation by or on behalf of the Bank to any
person to purchase, sell, acquire, or invest in any investment products. The information or
opinion presented has been developed internally and/or taken from sources believed to be
reliable, but the Bank makes no warranties or representation as to the accuracy, correctness,
reliabilities or otherwise with respect to such information or opinion, and assume no
responsibility for any omissions or errors in the content of this document. For information
which is provided by the Information Provider and fund houses, it is being re-transmitted by
the Bank in the ordinary course of business to you for general information and reference
purposes only. The Bank did not modify or otherwise exercise control over its contents, do not
take responsibility for it nor do they endorse the accuracy of such information. Investors
should not make any investment decision purely based on this document. Nothing contained
in this document should be construed as guidance to the suitability of the markets mentioned.
Before making any investment decision, investors should carefully consider the risk factors
relating to an investment product in light of their own financial circumstances, investment
objectives and experiences and other personal circumstances, and should seek appropriate

professional advice if necessary.

The Bank accepts no liability for any direct, special, indirect, consequential, incidental
damages or other loss or damages of any kind arising from any use of or reliance on the
information or opinion herein. Investment involves risks. Investment value and return may go
down as well as up. Past performance of each investment product is not indicative of its future
performance. Losses may be incurred as well as profits made as a result of investing in
investment product. Investment in emerging markets involves above-average investment risks,
such as possible fluctuations in foreign exchange rates, political and economic uncertainties.
Some funds are entitled to use financial derivative instruments to meet its investment
objective and may therefore lead to higher volatility to its net asset value. Investors investing
in these funds may result in loss of some or the whole amount of the capital invested.
Investors should read the offering documents of the relevant investment product (including
the risk factors stated therein (in particular those associated with investments in emerging
markets for funds investing in emerging markets) in details before making any investment

decision.

The Bank is an authorised institution under the Banking Ordinance and is regulated by the

Hong Kong Monetary Authority.

This document is issued by the Bank and its contents have not been reviewed by the SFC or
any regulatory authority in Hong Kong.



No part of this document may be reproduced or transmitted in any form or by any means
without the prior written permission of the Bank.



China CITIC Bank International Limited

China CITIC Bank International Limited (“CNCBI”), a major offshore platform of commercial
banking business of the CITIC Group, is 75%-owned by CITIC International Financial
Holdings Limited (“CIFH”), which in turn is a wholly-owned subsidiary of China CITIC Bank
Corporation Limited (“CNCB”).

China CITIC Bank International’s footprint in Greater China includes 24 branches and two
business banking centres in Hong Kong, as well as presence in Beijing, Shanghai, Shenzhen

and Macau, and overseas branches in New York, Los Angeles and Singapore.

Across a century, China CITIC Bank International has grown together with its employees,
customers and partners since 1922 and will continue to move towards its vision of “Agile.
Professional. Simple.” in adherence to the 4C (Culture, Customer, Collaboration, Cyberspace)
core values while driving actively its missions to “create value for customers, seek happiness
for employees, make profit for shareholders, perform responsibility for society”.

More information about China CITIC Bank International can be found on its website at

www.cncbinternational.com.
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