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Monthly Economic Data Wrap - August 2024: Pending Fed cut pushes
down dollar
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Main points:

® The Fed is likely to start its rate cut in September, but market expectations look
overly aggressive. Cooling US inflation and NFP employment support continued
dovishishness on the part of the Federal Reserve. At the recently concluded
Jackson Hole Symposium, Fed Chairman Powell has gave clear signals of an
impending rate cut in September. However, the market expectation is for a cut of
over 100bp this year and a cut of over 200bp before end-2025F, which looks to us
fo be too aggressive. We maintain our forecast that the Fed will make a 25bp cut
in September and 50bp in total cuts by the end of the year, although an additional
cut by end-year is also possible. We maintain our 2Y and 10Y UST forecasts at 4.1
and 4.0 by year-end. In the meantime, we expect the BOJ, under pressure from
rising inflation and wages, will maintain its hawkish stance and raise interest rates
further during the year.

® China’srecovery has been uneven and effective domestic demand is still soft. July
data indicates weak consumption despite policy support, though manufacturing
remains strong, supported by international trade and domestic industry upgrades.
Real estate sales have stabilized at a low level, and the inventory rafio is improving,
suggesting progress in supply consolidation. The rise in food inflation will push up
CPI, yet we expect policy accommodation will continue. More fiscal support,
including faster fiscal bond issuance and spending, will help bolster an economic
recovery in 2H24.

® US dollar to trend down as Dim Sum Bond issuance remains strong. We expect the
dollar to stay on a downward trend as the interest rate cut cycle begins. We
maintain our forecast of a 7.0 RMB/USD exchange rate by the end of the year.

Market focus next month. Infernationally, we are keeping an eye on inflation and
employment data. Domestically, our focus is high-frequency economic data, and
macro and property policy.
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