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Hong Kong’s Hang Seng Index has sold off today, down -3.7%1 due 
to USD re-strengthening (Bloomberg USD Index has moved from 
1217 at the beginning of the year to 1240 or around 2%) and a 
slight miss in the China Q4’23 GDP of 5.2% y/y versus consensus 
of 5.3%.2

The December monthly data largely came in line with expectations, 
with industrial production beating consensus while retail sales 
missed.

The overall 2023 GDP growth for China came in at 5.2% y/y, better 
than the forecasted 5.0%. Still, nominal growth dipped to 4.6% y/y 
from 4.8% previously due to a GDP deflator of -0.6%.3

I expect policymakers to set a GDP growth target in 2024 of around 
5.0% and that more monetary and infrastructure investment 
stimulus are rolled out this year.

Rate cut expectations may have been overshot

I would like to point out that Emerging Markets(EM) ex China 
equities have also seen significant outflows YTD (as per the chart 
below).

Investment flows

Source: Morgan Stanley. Data as at 17 January 2024.

Much of the selling pressure on EM comes from investors re-

thinking a front-ended Fed pivot – the Fed Fund’s futures imply a

rate cut starting as soon as the March FOMC meeting; these

expectations may have been overshot.

I believe that these market swings suggest that there continues to

be quite a bit of uncertainty regarding when the Fed is going to pivot

with a rate cut.
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Investment Implications

I wouldn’t be surprised to see some market volatility and reversals

in the near-term as the market grapples with Fed’s monetary path

forward and what kind of economic landing the US economy is

likely to encounter later this year, with the US Treasury bond yields

rising, JPY weakening and the shift back to value and defensives

outperforming growth.

Certainly, the Fed pivot and US economic performance will be a

couple of this year’s most important market catalysts.

Investors may stay well-diversified, with a preference for high

quality credit Investment Grade bonds, alternatives such as private

credit and EM equities – which are trading at much more attractive

multiples after the recent market movements.

Reference:

1. Source: Bloomberg, as of Jan 17, 2024

2. Source: Bloomberg, as of Jan 17, 2024

3. Source: Bloomberg, as of Jan 17, 2024
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This document is intended only for investors in Hong Kong, for Institutional Investors and/or

Accredited Investors in Singapore, for certain specific sovereign wealth funds and/or

Qualified Domestic Institutional Investors approved by local regulators only in the People’s

Republic of China, for certain specific Qualified Institutions and/or Sophisticated Investors

only in Taiwan, for Qualified Professional Investors in Korea, for certain specific institutional

investors in Brunei, for Qualified Institutional Investors and/or certain specific institutional

investors in Thailand, for certain specific institutional investors in Malaysia upon request, for

certain specific institutional investors in Indonesia and for qualified buyers in Philippines for

informational purposes only. This document is not an offering of a financial product and

should not be distributed to retail clients who are resident in jurisdiction where its distribution

is not authorized or is unlawful. Circulation, disclosure, or dissemination of all or any part of

this document to any unauthorized person is prohibited.

This document may contain statements that are not purely historical in nature but are

"forward-looking statements," which are based on certain assumptions of future events.

Forward-looking statements are based on information available on the date hereof, and

Invesco does not assume any duty to update any forward-looking statement. Actual events

may differ from those assumed. There can be no assurance that forward-looking statements,

including any projected returns, will materialize or that actual market conditions and/or

performance results will not be materially different or worse than those presented.

All material presented is compiled from sources believed to be reliable and current, but

accuracy cannot be guaranteed. Investment involves risk. Please review all financial material

carefully before investing. The opinions expressed are based on current market conditions

and are subject to change without notice. These opinions may differ from those of other

Invesco investment professionals.

The distribution and offering of this document in certain jurisdictions may be restricted by

law. Persons into whose possession this marketing material may come are required to inform

themselves about and to comply with any relevant restrictions. This does not constitute an

offer or solicitation by anyone in any jurisdiction in which such an offer is not authorised or to

any person to whom it is unlawful to make such an offer or solicitation.

This document is issued in the following countries:

• in Hong Kong by Invesco Hong Kong Limited景順投資管理有限公司, 45/F, Jardine

House, 1 Connaught Place, Central, Hong Kong. This document has not been reviewed

by the Securities and Futures Commission.

• in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-01

Republic Plaza, Singapore 048619.

• in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan

(0800-045-066). Invesco Taiwan Limited is operated and managed independently.
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