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Monthly Economic Data Wrap - Feb 2025: CNY holiday spending shows a
modest recovery; market focus is on the Two Sessions and tariff policies
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Main points:

® Inflation could delay Fed cut. Until very recently, high January inflation figures had made a
Fed cut less likely; however, recent signs of weakness in the economic data coupled with
President Trump’s "stop-and-go™ tariff strategy have likely blunted the impact of rising inflation,
leaving room for an interest rate cut before the end of the year. On this assumption, we
maintain our forecast of two cuts this year of 25bp each. Concerns about a recession have
driven the UST yield down rapidly, though we are mindful that policy uncertainty and inflation
expectations are likely to confinue to amplify volatility in the UST yield in the short ferm. We
project the yield on US 10-year Treasury bonds will hover in the 4.0-4.5% range in March.

B Robust holiday spending as the market turns its focus to the upcoming Two Sessions. Culfural
and tourism consumption in China was voracious over Chinese New Year (CNY) though
consumption between sub-sectors showed divergence. Consumer goods benefited
significantly from policy support. Industrial production also picked up. Within the property
market, secondhand home sales enjoyed a better post-CNY recovery than sales of new
homes. We expect the priorities of the Centfral Economic Work Conference to be reiterated
at the Two Sessions conference in March. Key themes are likely to be domestic demand,
innovation, industrial upgrades, and de-risking, all of which will call for continued policy
support. We expect a 2025F growth target of around 5% and accelerating fiscal spending.

B Global capital pouring into emerging markets. The slowdown in the US economy has driven
US Treasury yields lower, fueling sustained capital flows info emerging markets. We believe
the Fed still has room for further cuts this year, which would likely drive down the US dollar. In
China, pro-growth policies are supporting a gradual economic recovery. As China's
economic fundamentals improve, we expect modest appreciation in the renminbi by the
end of the year. Rising political risk between the US and China could crimp capital inflows.

Market focus next month. Internationally, we are keeping an eye on inflation, employment
data, central banker speeches, US tariffs, and the deficit. Domestically, our focus is high-
frequency economic data and the Two Sessions conference in March.
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