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Trump won presidency, marking a return to America First policies

- Zn J
e Advancedestimatesindicated thattheUS economyremainedresilient in Q3.
e CorePCE inflation remained sticky.

e Trump won the US presidency, and the Republican party also won control of

the Senate, while expected to maintain control of the House.

The US economy continued to exhibit solid growth in Q3

The US economy grew solidly in @3. Advanced estimatesindicated that US real
GDP grew by a seasonally adjusted annual rate (SAAR) of 2.8%, following a
growth of 3.0% observed in Q2. Solid growth in Q3 was propped up by resilient
consumer and government spending, while overall investments were relatively
subdued. On a year-on-year (YoY) basis, US real GDP grew by 2.7% in Q3 after
growingby 3.0% in Q2. In thefirst three quartersoftheyear, US real GDP grew
by 2.9% YoY.

Amongthe major components of GDP, personal consumption expenditures (PCE)
accelerated to a growth of 3.7% SAARIn Q3 from 2.8% in Q2, contributing 25
percentage points (ppts) to the headline GDP growth. Goods and services
spending both remained resilient, with goods spending picking up to 6.0% SAAR
(+3.4%: Q2) and services spending steady at 2.6% (+2.7%: Q2). Government
spendinggrew by 5.0% SAARiIn Q3 comparedto 3.1% in Q2. In particular, federal
spendingon national defense surged. Investment dwindled in Q3, dropping from
a growth of 8.3% SAARIN Q2 to merely 0.3% in Q3, dragged by a decline of 5.1%
in residentialinvestment. Although exportsacceleratedin Q3 to a growth of 8.9%
SAARfrom1.0% in Q2, importsoutpaced exports and grew by 11.2% SAARIn Q3
(+7.8% in Q2), leaving net exports to remain a drag on growth. Overall, the US
economy is supported by robust consumer spending, pavingthe way to achieve
a soft landing. On balance, even though weaknesses in the labour market present
downsiderisksto the economy, rate cutsand softeninginflation should alleviate
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pressure and support stable economic momentumahead. US PCE Inflation

8%
Headline PCE inflation moderated, but core inflation was sticky. Headline PCE =~ 7%
inflation softened from 2.2% YoY in August to 2.1% in September; however,core 6%
PCE inflation (which excludes food and energy prices) remained at 2.7% YoY in 5:/"
September. On a month-on-month (MoM) basis, headline and core PCE inflation 20//0
both ticked up by 0.1ppt to 0.2% and 0.3% MoM, respectively. Lower goods prices, 20/:
which dropped by 1.2% YoY (-0.1% MoM), and lower energy prices, which fell by 1%
8.1% YoY (-2.0% MoM), contributed to a moderation in PCE inflation. On the 0%
contrary, servicesinflation has stagnated around 3.7-3.8% YoY levels from June 58 1218 /21 2/23 9724
to September. Thisreflected that inflationary pressures have not fully subsided, PCE YoY Core PCE Yo
with bumps in inflation remaining likely in the future. Source: Bloomberg, data as of 31/10/2024

The Fed cuts interest rates againby 25 basis points (bps) inNovember. During US Rate Expectations

its November meeting, the FOMC unanimously voted to lower the federal funds  55%
rate by 25 bps to 4.50-4.75%. Thiswasin line with expectationsand the second
consecutive meeting with a rate cut. The post-meeting statementhighlighted the
FOMC's view that economic activity has continued to expand at a solid pace,
while removing key language from the previous statement: the FOMC “has
gained greater confidence thatinflation ismoving sustainably towards2%". This ~ 4.0%
could be a sign that the FOMC remains cautious on inflationrisks, particularly as
thereareworries that some of Trump's policies will be inflationary. Notably, Fed
Chairman Jerome Powell said that in the near term the election will have no

effects on the Fed's policy decisions, and a further rate cut in the December Source: B|oo?ge?; 2024 Fndof 2025
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meeting remains open depending on economic data in these next two months.
Unemployment rate

The US jobs report in October was distorted by one-off factors. Total nonfarm 6.5%
payrollsincreased by a mere 12,000in October, farlower thanexpected. However,  6.0%
the slowdown was likely caused by hurricane effects and worker strikes during g’g::
the month. Besides, job gains were also revised down for September by 31000  4.5%
t0 223,000 and for August by 81,000 to 78,000, respectively. The unemployment ~ 4.0%
rate remained low and steady at 4.1% in October. In terms of wage growth, gg;/:
average hourly earnings accelerated to 4.0% YoY and 0.4% MoM in October from  25%

3.9% and 0.3% in September. Overall, this jobs report should not be viewedasa  20%

. . o , 6/21 2/22 10/22 6/23 2/24 10/24
softening of momentum for the US economy. Particularly asinitial jobless claims

have come down notably after a spike in early October. Source: CEIC

Donald Trump won the 2024 US presidential election. Donald Trump clinched
the US presidency, beating KamalaHarris, by capturing 295 electoralvotes versus
the 270 required and is expected to reach 312 electoral college votes toHarris's
226 once votes are fully counted. Notably, Trump won the popular vote for the ~ 50%
Republican party for thefirst time since 2004. Several of Trump's policiesinclude

US 10-year Treasury Yield
5.5%

4.5%
extending lower corporate tax rates; implementing steep tariffs (in particular on

Chinese and Mexican goods); deregulating various industries (fossil fuels, 4.0%
cryptocurrency, farming, etc.); and securing the border and mass deportation of
illegal immigrants. Overall,itis yet to be seen whether Trump will follow through
with each of his proposals, but one thing for sureisthatthe path forward features  3.0%

a wave of policy uncertainty. /23 12723 3/24  6/24  9/24
Source: Bloomberg, data as of 31/10/2024
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In Congress, the Republican party took over control of the Senate and is hoping
to maintain control of the House. In the Senate, the Republican party won a
majority of the seatswith 53 andis expected to pick up O-1 more seats for a total
of 53-54. The Democratic party lostits majority in the Senate and currently sits
at 45 seats, with another 1-2 expected to be added for a total of 46-47. In the
House, the Republican party is hoping to maintain control and currently has 211
seats, with 218 needed for a majority. The Democratic party currently has 199
seats, while 25 seats have yet to be called. If the Republican party isable to gain
control of both bodies of Congress, Trump will have greater legislative power to
advance hispolicy agenda.

Major US equity indices posted small declines in October. The S&P 500, Dow
Jones, and Nasdagq fell, by 1.0%, 0.5%, and 1.3% MoM, respectively, in October.
Thiswasled by drops in the technology sector, as earning reports of several big-
tech companies triggered significant sell-offs. Strong economic data and
expectations for elevated fiscal spending sent yields higher, with 10-year treasury
yields rising by 5.03 basis points to 4.285% in October. Together with financial
markets pricing in lower rate cut odds ahead, the US dollar index rose by 3.17%
MoM in October.
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This material is prepared by The Bank of East Asia, Limited ("BEA") for customers'referenceonly. Thecontentis
based on information available to the public andreasonably believed to be reliable, but has not been independently
verified. Any projectionsand opinions contained herein are expressed solely as general market commentary, and
do not constitute an offer of securities or investment, nor a solicitation, suggestion, investment advice, or
guaranteedreturn in respect of such an offer. Theinformation, forecasts, and opinions contained herein are as of
the date hereofand are subject to change without prior notification, and should not be regarded asany investment
product or market recommendations. This material has not been reviewed by the Securities and Futures
Commission of Hong Kong, Hong Kong Monetary Authority, or any regulatory authority in Hong Kong.

BEA will update the published research as needed. In addition to certainreports published on a periodic basis,
other reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, expressor implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the informationand stated returns containedin this material, and noliability isaccepted for any
loss arising, directly or indirectly, fromany use of such information (whether due toinfringements or contracts or
other aspects). Investment involvesrisks. The price of investment products may go up or down, and may become
valueless. Past performanceisnot indicative of future performance. The investments mentionedin this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipientare not considered. Therefore, you should not make any investment decisions
based solely on this material. You should make investmentdecisions based on your own investmentobjectives,
investmentexperience, financial situation, and specific needs; if necessary, you should seek independent
professional advice before making any investment.

Thismaterialisthe property of BEA andis protectedby relevant intellectual property laws. Withoutthe prior
written consentof BEA, theinformationherein is not allowed to be copied, transferred, sold, distributed,
published, broadcast, circulated, modified, or developed commercially, in either electronicor printed forms, nor
through any media platforms thatexist now or are developed later.

For more information, please visitour webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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