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Subject: Outlook of USD, Renminbi & AUD

Video highlights:

The DXY index is now consolidating, investors seem to be waiting for FOMC meeting this
week, with market expectations primarily leaning towards an unchanged interest rate.
However, whether Fed Chair Powell will provide any hints about when to cut rates remains
a focus for investors. In addition to the Fed meeting, there are many important US
economic data releases coming up, including the preliminary GDP for Q2, PCE inflation,
and non-farm payroll data.

Recent US data can be described as mixed. For instance, the US economic leading
indicator has continued to decline, and the manufacturing PMI for June has fallen back into
contraction territory. On the other hand, weekly initial jobless claims have dropped for six
consecutive weeks, indicating that the US job market still appears robust. Meanwhile, the
services PMI for June exceeded market expectations, rising to 55.2.

The Fed seems to be in a dilemma regarding monetary policy; setting aside President
Trump’s urging for rate cuts, the annual interest payments on debt amount to trillions.
Cutting rates could alleviate the US fiscal deficit issue, but authorities are also concerned
that doing so too early could reignite inflation, especially since the US CPI has shown signs
of rising in the past two months.

With new tariffs in place, it remains uncertain whether US inflation will flare up again, and
more time is needed for observation. The US dollar may consolidate for a while, limiting
the performance of non-USD currencies.

Under this circumstances, some currencies are more stable. One of them is RMB. On one
hand, China-US trade relations have eased, while on the other hand, markets expect China
to focus on supply-side reforms. This move is anticipated to address overcapacity issues
and help alleviate domestic deflationary pressures. Although the reforms will take time, this
expectation has already been reflected in the Chinese stock market, with breakthroughs in
the materials and industrial sectors. At the same time, it has driven a catch-up rally in the
A-share market. Against this backdrop, the RMB is expected to receive support.

Besides the RMB, the AUD has been steadily rising against the US dollar since the
beginning of the year. The Reserve Bank of Australia unexpectedly kept the interest rate
unchanged at 3.85% during its meeting on July 8, whereas the market had initially expected
a 0.25% cut. The RBA Governor indicated that a rate cut is just a matter of time,
emphasizing that the meeting involved intense debate and that more data is needed to
avoid overstimulating the economy and causing inflation to rebound. The RBA's cautious
monetary policy supports the AUD. However, attention should be paid to the latest inflation
data released this week. If the data shows inflation cooling faster than expected, the pace
of rate cuts may accelerate, putting pressure on the AUD.

Full version is only available in Chinese language.
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Important Note and Risk Disclosure Statement

This document is issued by China CITIC Bank International Limited (“the Bank”) and used for reference
purpose 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 or sell or 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 other companies such as 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 makes no warranties
or representation as to the accuracy. This document is not intended to provide any investment advice.
Investors should not make investment decisions solely based on the content of this document, nor should they
consider any content in this document as guidance for determining whether individual markets are suitable for
investment. 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 but may not necessarily
result in profits as a result of buying and selling investment product. Investment in emerging markets involves
above average investment risks, such as possible fluctuations in foreign exchange rates, political and
economic uncertainties. The price of securities fluctuates, sometimes dramatically. The price of securities may
move down or up and may become valueless. It is as likely that losses will be incurred rather than profits made
as a result of buying or selling securities.

When investing in high-yield or unrated bonds or related products, investors face higher default risk, credit risk
or liquidity risk, and are more susceptible to the impact of economic cycles. During economic downturns, their
value typically declines more as (i) investors become more risk-averse and (ii) default risk increases. Foreign
currency investments are subject to exchange rate risk which may result in gain or loss. The fluctuation in the
exchange rate of foreign currency may result in losses in the event that customer converts the foreign currency
into HKD or other foreign currencies. Renminbi is not freely convertible at present. The actual conversion
arrangement will depend on the restrictions prevailing at the relevant time.

China CITIC Bank International Limited is an authorized institution under the Banking Ordinance and is
regulated by the Hong Kong Monetary Authority

This document is issued by the China CITIC Bank International Limited and has not been reviewed by the
Securities and Futures Commission ("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.



