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economic and investment outlook Q4 2026
Geopolitical risk pushes world’s government bond yields up
Tightening financial conditions impact marcoeconomy and
investment market performance

(Hong Kong: 8 October 2026) China CITIC Bank International Limited (“CNCBI”) today held a
Q4 2026 economic and investment market outlook press conference, pointing out that
geopolitical risk from the Middle East situation will persist while the US restarted its rate hikes
cycle in September. The tightening financial conditions are affecting the macroeconomy and

investment market performance.
Macroeconomy: Hong Kong’s 2026 GDP to reach 4.2% Rate hike likely in Q1 2027

Mr Allen Ding, Chief Economist, China CITIC Bank International, said, “Ongoing tensions from
the Middle East; increased inflationary pressure across the globe; worsening long-term fiscal
outlook in some developed economies; large-scale Al financing — these are pushing up the
government bond yields of developed economies in Europe and the US, causing financial

market conditions to tighten while affecting growth in the macroeconomy.”

On the economic outlook for the US, Chinese Mainland and Hong Kong, Mr Ding noted that:

e Inflation risk increases as the impact of rising oil prices gradually spills
over across economic systems.

Us e Economic growth will stay at trend levels but tightening financial conditions
entailed by higher long-term bond yields will dampen economic growth.

e The Federal Reserve (the “Fed”) will need to tame inflation and is
expected to hike rates in 1Q 2027 and twice again in 2027.

e Aseries of new policies in support of the property market from both supply
and demand sides are expected to take effect. Recovery momentum of
property market in tier-one cities is set to continue into 2027 and will
gradually expand to tier-two and tier-three cities, restoring overall market

confidence.
Chinese e Global demand for Al-related investment will remain strong. Chinese
Mainland exports will maintain buoyancy in 2027 while RMB will continue its gradual

appreciation against the US dollar.

e The extent of domestic demand recovery will dictate the strength of
economic improvement. Monetary policies are expected to remain
accommodative to support economic growth, but such easing will primarily
be structural, with interest rate and RRR cuts the secondary options.

e Fuelled by strong global demand for Al and robust regional supply chains,
double-digit growth is forecast for Hong Kong's 2H2026 imports and
exports.

Resilient financial activities will continue to buoy the economy with actual
2026 GDP growth expected to reach 4.2%.

e 2027 HIBOR will follow US interest rate hikes, with an interest rate hike of
0.125% for Q1 and 0.25% for the year.

e The US rate hike has caused property transactions to lose steam. Rental
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demand may keep rental growth afloat but net returns can hardly outrun
USD interest rates. 2027 residential prices are expected to adjust about
5% downwards from 2026.

Investment insight: Tightening persists, diversify into quality assets globally

Mr Ivan Cheung, Head of Investment Advisory, Personal & Business Banking Group, China
CITIC Bank International, said, “The high interest rate environment will have a bigger impact
on the profit margin of more indebted companies. Investors should remain cautious when
choosing their investments. Diversifying into quality assets across global regions can help
balance risk and manage overall portfolio volatility. In the bond market, longer-end rates may
need to be repriced on a ‘higher for longer’ basis. Investors should stay watchful on real
interest rates, the ongoing pressure that fiscal supply places on long-term bonds, and the
impact of US-dollar funding costs on different markets.”

e US equities: Unexpected upward adjustment of US bond yields could trigger
short-term adjustment of US stocks. Regarding asset allocation, investors
may focus on sectors such as cybersecurity and software, energy, and
finance, and check out low-leverage companies with strong cash flows.

e Asian equities: High-dividend stocks such as those of quality financial
institutions with healthy balance sheets and domestic credit support, as well as
those of utility sectors with stable cash flows can be considered. Companies
which benefit from infrastructure upgrades in Asia as well as industry leaders
with good business visibility and competitive advantage can be considered, so
as to capture rising capex’s opportunities.

o A-shares and Hong Kong equities: Investors may consider increasing
exposure to leading stocks trading at low valuations as a means to capturing
the potential from future valuation recovery. Allocating investment into
high-dividend sectors with stable cash flows can help generate returns and
strengthen the portfolio’s ability to withstand downturns.

o Keep duration under control and avoid an excessive bet on a fall in long-end
rates. Investors may consider diversifying to high-quality, short-duration bonds
or floating-rate instruments to control volatility. Investment-grade bonds with
intermediate maturities and attractive yields or inflation-linked bonds can also
help address the environment of elevated real interest rates.

e The Asian market as a whole has relatively lower debt levels as compared to
the US. In markets such as India, Indonesia, and the Philippines, bond yields

Bond are relatively attractive. Investors may consider diversifying their investment

markets into Chinese government bonds and short- to medium-term investment-grade

Asian USD-denominated bonds. However, they should be mindful of the
risks in association with exchange rates and capital outflows.

e Securitised bonds such as those backed by loans or mortgages typically
feature floating yields and shorter maturities and are less sensitive to interest
rate changes compared to traditional long-duration bonds. They also exhibit
lower correlation with government bonds and corporate bonds, offering
alternative yield streams which may help reduce overall portfolio volatility.

e USD: The Fed voted unanimously in September to raise rates by 25
basis-point, lifting the Fed funds target range to 3.75%-4.00%, the first hike in
three years. The majority of the Fed officials believe in general that there is

FX room for further rate hikes. Elevated real interest rates also provides

markets short-term support to the US dollar. However, the US runs a heavy deficit and

owns a hefty national debt. In view also of the recent unsatisfactory debt
sell-offs and mixed economic data, the upside potential of the US dollar is
limited.
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For more insights from CNCBI into the macroeconomy and investment markets, please visit

https://www.cncbinternational.com/personal/investments/market-information/en/index.html.
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Mr Allen Ding (left), Chief Economist, and Mr lvan Cheung (right), Head of Investment Advisory,
Personal & Business Banking Group, China CITIC Bank International, point out that
geopolitical risk from the Middle East situation will persist while the US restarted its rate hikes

cycle in September. The tightening financial conditions are affecting the macroeconomy and

investment market performance



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 includes 21 branches, two business banking
centres and one private banking centre in Hong Kong, as well as branches in the US,
Singapore and Macau, China, while providing banking services on the Chinese Mainland
through our wholly-owned subsidiaries.

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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