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China CITIC Bank International
Economic and investment outlook Q2 2024
Rate-cut expectation influential over global monetary policies
Balanced investment combining stocks and bonds across sectors advisable

(Hong Kong: 16 April 2024) China CITIC Bank International Limited (“CNCBI”) today released
its Q2 2024 economic and investment market outlook, pointing out that prospects of rate-cut
cycles remain influential in steering monetary policies across the globe and that uncertainty
lingers over rate-cut timetables and frequency. As such, it is advisable to adopt a defensive
strategy and diversify investments across global stock markets, bond markets, and different

sectors.
Macroeconomy: Mid-year rate cut cycles expected

Mr Tristan Zhuo, Chief Economist, China CITIC Bank International, noted that, “While the US
continue to push back interest rate cuts, the rate-cut timetables of the eurozone and the UK
will become clearer in the second quarter. Expectation of monetary easing alone may not be
sufficient to boost the anaemic economy in Europe but could provide support for asset

markets.

e Gross federal debt rose to US$34.6 trillion in March 2024 or 123% of GDP
(gross domestic product)
e The annualised rate of interest spending breached US$1 trillion, twice the
us Q3 2020 level
e The Fed's (Federal Reserve) interest-rate cuts may offer debt relief while
future rate adjustments and scale of balance-sheet cuts are expected to be
downward

e The real estate sector remains under pressure but most macro indicators
have improved during first quarter; GDP rose 5.3% YoY; Industrial
production accelerated with industrial enterprises above designated size
growing 6.1% YoY; Index of service production rose 5% YoY; Total retail

Mainland sales of consumer goods grew 4.7% YoY; Value added in the service sector
China increased by 5.0% YoY

e Room for further policy interest rate adjustments is limited with monetary
policy expected to remain accommodative and preferences expected for
reserve requirement ratios reduction as a policy tool

e The 2024 GDP growth forecast is close to 5% official target

¢ Ongoing tourism rebound continues to fuel retail sales growth while exports
is expected to bounce back on a favourable base for comparison

e Removal of restrictive measures is to revitalise property transactions but full
price rebound remains interest-rate environment reliant

e GDP growth is expected to reach 3% in 2024
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Investment Insight: Maintain a balanced approach with flexible asset allocation

Mr Ivan Cheung, Head of Investment Advisory, Personal & Business Banking Group, China
CITIC Bank International, said, “The number of rate cuts by the Fed is still an unknown. It is
advisable to adopt a balanced investment strategy that diversifies allocations between the
stock market and the bond market. Additionally, considering the improving prospects of the
global healthcare sector and Asian stock markets, they can be considered as options for
diversification.”

e The dot plot from the March FOMC meeting projected three rate cuts for the
year but the Fed revised up the US GDP growth forecast substantially and
the core PCE inflation annual growth forecast from 2.4% to 2.6%, suggesting
that the Fed still sees stickiness in US inflation. The number of the Fed’s rate
cuts within the year remains uncertain

¢ In view of the monetary policy uncertainty and a lack of healthy correction in

Global the US stock market since its rebound from the October 2023 low, a
stocks stock-bond balance strategy can help mitigate significant price volatility in the
stock market

e Al investment has made its way into various sectors globally including
healthcare. Market expects the healthcare sector will achieve substantial
earnings growth in the coming year. Healthcare is generally considered as a
defensive sector, but with the application and development of Al technology,
the sector presents new opportunities and growth potential

e As the application of Al continues to expand, there is increasing market
demand for high-performance chips and advanced manufacturing processes.
Taiwan and South Korea stock markets are home to globally leading chip
manufacturers
e Stock market valuations of South Korea and Japan are relatively lower than
their global counterparts. Should the Bank of Japan raise its interest rates, it
Asian would still be close to zero. Loose monetary policy and structural changes
stocks in the Japanese stock market improved shareholder returns and are
favourable to capital inflows
e The market breadth of the Hong Kong Hang Seng Index (the ratio of
constituent stocks above the 200-day moving average) has expanded from
about 13% at end-January to about 35% at end-March, indicating that the
upward movement has spread to different stocks, and there are signs of
bottoming out, suggesting further improvement in the future

e The Bank of England (BoE) maintained its March interest rates and the
Governor stated that the BoE is not yet at time to cut rates and will carefully
assess the timing of maintaining the rates. Wage growth in the UK remains
relatively high, and a premature rate cut could reignite inflation. The above
are expected to buoy the GBP.

e The Reserve Bank of Australia (RBA) has implemented relatively low rate
hikes in the past. Unless inflation fully returns to the RBA's target level,
there are no urgent needs for the RBA to cut rates. Improvements in copper
prices and the macroeconomic situation in mainland China, Australia’s major
trading partner, will provide support for the AUD
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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



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.



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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