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Economic and investment outlook Q3 2024
US rate-cut cycle expected to start in 2H
Stocks-bonds investment mix advisable for increased stability

(Hong Kong: 16 July 2024) China CITIC Bank International Limited (“CNCBI”) today released
its Q3 2024 economic and investment market outlook, which pointed out that the US Federal
Reserve (the “US Fed”) is likely to kick off its rate cut cycle in the second half of the year
albeit in a prudent approach. As the high interest rate environment prevails, it is advisable
for investors to diversify their investment portfolio across fixed income and equity markets, as
well as different regions and sectors.

Macroeconomy: US Fed rate cuts inevitable

Mr Tristan Zhuo, Chief Economist, China CITIC Bank International, noted that, “Except for the
US, Australia and New Zealand, major central banks in other countries have kicked off a rate
cut cycle in the first half of the year. Taking into account such factors disinflation, weakening
economic growth momentum, mixed labour market performance and further deterioration of
public finance, it is believed that the US Fed will carry out its rate reduction in the lower half of
the year. Assuming that the first rate cut appears in September, a total of two rate cuts
coming to a 50 basis-point tally is expected for the year.”

o Disinflation and marked contraction in the balance-sheet reduction scale lay
the foundation for monetary accommodation

e Job growth in the labour market was driven by a surge of part-time

us employment over the year as full-time job numbers fell noticeably with

continuing jobless claims rising

e The Bloomberg Economic Surprise Index turned negative to the lowest level
since early 2016, reflecting that overall economic data underperformed
consensus estimates significantly

e Performance of major macro indicators diverged; growth of added values of
industrial enterprises above designated size and fixed-asset investments
gained speed; added values of the service sector remained stable whereas
growth of total retail sales of consumer goods decelerated; situations of

Mainland uneven recovery are to be improved

China e Monetary policy is expected to tilt towards accommodation so as to buoy

pressured housing market performance and economic growth. In view of
the pressure of China-US vyield differentials on RMB exchange rates and the
current low level of policy interest rates, room for further rate cuts is slim

o A 5% growth target is expected for 2024

o Retail sales volumes in April and May logged a double-digit year-on-year
contraction with a 7.7% drop for the first five months of the year and are
expected to remain under pressure in the lower half of the year

e The labour market remains robust with unemployment rates hovering
around a 3% low

o Exports continue to rebound strongly on a favorable base for comparison

e GDP growth expected to reach 3%
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Investment Insights: Stocks-bonds investment mix advisable for increased stability

Mr Ivan Cheung, Head of Investment Advisory, Personal & Business Banking Group, China
CITIC Bank International, said, “Although the investment market's expectations for the
number of Fed rate cuts this year have declined, the US stock market continues to thrive, with
the S&P 500 index and Nasdagq Composite index repeatedly setting new highs this year. The
European Central Bank (the “ECB”) has begun cutting rates as expected, but political
instability in the UK and France has caused European stocks to decline. However, earnings
forecasts for European stocks are expected to improve in the second half of the year.
Overall, market performance has reflected the expectations of rate cuts by the US and
European central banks to a certain extent, but the high-rate environment is expected to
persist for some time. Therefore, an investment strategy of balancing equity and fixed
income market is advisable. The bond market can provide relatively stable yields and help

reduce volatility during market fluctuations.”

e US bond yields have fallen from highs, largely reflecting expectations of
rate cuts. The bond market is unlikely to see a major breakthrough in the
short term, but yields are still at historically high levels, making them
relatively attractive. With US stocks repeatedly hitting new highs, there is

European a possibility of profit-taking, and the bond market can add stability to
and US investment portfolios.
markets e Purchasing Managers' Index (“PMI”) readings in France, Italy, and Germany

have softened, which may provide a rationale for the ECB to cut rates
further, which would have a positive effect on the equity market.

e The July elections in the UK and France may increase market volatility. It
is advisable to include bonds in the portfolio to balance risks.

e Semiconductor-related stocks have been driven by global enthusiasm for
artificial intelligence. Taiwanese and South Korean companies have a
dominant market share in the mid- and downstream semiconductor industry.

e The market is anticipating further announcements on economic policies and

reform plans from the third plenary session of the 20" Central Committee of
the Chinese Communist Party.
After accumulating some gains earlier, the Hong Kong stock market has
made adjustments and is unlikely to break out significantly before more
news from mainland China. The strategy is to maintain a preference for
stocks with relatively higher dividends and diversify into the broader Asian
stock and bond markets.

o New Zealand's interest rates are still close to the US rates. As such, there
is relatively less pressure on the New Zealand dollar. Additionally, the
EU-New Zealand free trade agreement that came into effect in May has
removed most tariffs between the two parties. The improving terms of
trade will help support the New Zealand dollar.

e Australia's consumer price index (“CPI”) rose year-on-yearly from 3.4% in
February to 4% in May, higher than market expectations. The Reserve Bank

FX of Australia also indicated in its June meeting that it does not rule out the

possibility of rate hikes, providing support for the Australian dollar.
Furthermore, mainland China and Australia have announced that they will
provide each other with multiple-entry visas, which will help promote
bilateral trade relations.

e Overall, the US dollar faces upside risks, and the Australian dollar and New
Zealand dollar are expected to perform relatively better than other non-US
currencies.
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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 lvan Cheung (right), Head of Investment
Advisory, Personal & Business Banking Group, China CITIC Bank International, provide
insights into the economy and investment markets and point out that the rate cut cycle may
begin in the second half of the year and that stocks-bonds investment mix is advisable for
increased stability
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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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