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发言人1   00:00
Hi, good morning, everybody. Uh, IT is september twenty fourth, thursday. Welcome to Morgan stand's asia micro webcast. My name is a gum and the asia economist, and I am your moderate for today. 

发言人1   00:11
Now before we start, please note that this event is for moon stand, institutional clients and financial advice only this events on for members of the press. If you happen to be a member of the press, please tilly, disconnect and reach out separate uh, we know also that this discussing your question may be recorded. Now today we're going to discuss two topics. 

发言人1   00:31
Uh, first, the china U. S. Sum, what to expect and what to look out for. 

发言人1   00:35
And in second topic that begin, a discussion is really about the D. M. banks. And how much more tightening do we expect during this web cut piece. 

发言人1   00:43
Feel free to send us a question at any time from ask a question textbook and we've didn't let me just kick start uh today's uh debate. I want to open at first to to talk about the china U. S. 

发言人1   00:54
Summit that is ongoing right now. We know that the two presidents have already uh, made uh, on the target. Um there will be lots of discussions there will probably take place over the next day or two. 

发言人1   01:06
So I wanted bring in to a whose china economies and do sort the ground, the stage, tell us what's happening, uh what is likely to happen from these talks. And then also maybe to us and talk a little bit about sort of some of the chAllenges that the domestic omy or that china is facing right now. So maybe japan with you over to you, please. 

发言人1   01:25
Thanks, Derek. Uh um so on china's US, chinese MIT, I think the bottom line is that is so called to managed competition will continue. Uh uh the reason we have this managed competition is basically a mutual dependence between two countries. 

发言人1   01:42
You know the rare of tech kind of be calibrate. So both sides have some incentive to avoid an economy while kind of escalation tion as we saw in twenty and twenty five, uh even though you know even as they continue to the risk and build increasingly separate technology ecosystems. So technically we ve still see uh selected execution tions in you know some narrow areas. 

发言人1   02:05
But strategically, I don't think either side appears willing or interested in breaking the current rather framework that is a date on or what both sides call a constructive strategic stability like he make up which according to some of political expert h is probably the first you know agreed upon terms that describe the the bilateral relations quite a quite a long time yeah now um in with regard to what will happen in the washington summer, what will be discussed, what what are the deliverables? Uh we think there will be very modest progress on trade. Yeah uh, I think the key is you know the existing choose whether that can be extended beyond the november can deadline because you know um the both the top leaders will meet again probably in mid november, which is passed the deadline. 

发言人1   02:57
So so maybe we we will see some um initial intention or some initial agreement regarding the extension. Uh so three majors are very important. Uh the the suspension of the BIS affiliates rule h china's pause on its second wave of real of you know controls and also some uh three three ontario explosions ah we think uh, both sides would have some relatively strong incentive to roll this forward. 

发言人1   03:24
But of course, there might be some modest minor or modifications. So that's on the extension of the truth that was uh achieved in was on last year. Uh, beyond that, I think both sides will also work towards some like kind of like a board of trade, making some progress on bad front. Uh, both sides have been discussing about a roughly US dr. Three hundred thirty billion in terms of non sensitive goods. 

发言人1   03:52
Uh, the so so basically Carry reductions on this uh USD th US dollar thirty billion kind of non sensitive goods ah so this is kind of small but I think IT also politically might be um you know sliding more important in the sense that that both sides are working towards the so called constructive strategic stability. And that's probably on on on trade front because on the investment front, uh, even though the the previous room are saying, you know, among the chinese case there are a lot of entrepreneurs. But uh I think the read more recent kind of rumors suggest that is probably not the case. 

发言人1   04:28
Um um separately, uh, we do think AI will be discussed. Uh but on that front is probably it's just about managing uh uh the competition because you know particularly around the issue is such a cyberpunk uh and if the cyberia sk give events happens, whether they will be sufficient information sharing are these will be the key for discussion. But on the AI uh, we do think both sides will continue to reduce their dependency on each other and they will continue to double down on this uh AI competition for years to come. 

发言人1   05:03
Ah so the bottom line is I think this will be a submit uh that will continue to cap or reduced near to the risks and try to extend the truth that was achieved in november vel last year. But IT would not resolve uh the deep underlying structural issues between the west in china. So there will be no grand bargain. 

发言人1   05:24
Uh but the basically we are still in this so called you know strategic s uh stell mate and the and anything positive towards making this construct they still made uh more constructive will be welcomed so so that the the bottom line uh now with that, uh uh let me discuss a little bit on the chinese domestic economy cause you know since the last couple of months, I think the the narratives are increasingly clear that but the festive m and chAllenge is very very uh is kind of of a daunting and with uh the local governments continued to leveraging cycle, with the property uh investment still contracting, with the broader ano uh industrial sector still over capacity and they need to cut down the investment and an additional piece uh of the uh the puzzle is that the households recently also starts to the leverage and repair their baLance sheet more more protectively and adding them all together. This is basically that china is probably entering another kind of a very relatively broad elevation cycle. And in this process, deflation pleasures will reemerge uh as a as a tail risk. 

发言人1   06:38
And despite all these imported inflation, so making headlines related be resilient. But underlying, I think the deflation pressure is probably building up. And if the central government does not provide an a suspition back stop to this process, we also think this television age cycle can be quite persistent. 

发言人1   06:56
yeah. So we published a china using report on monday morning, basically focusing on the households in a baLance sheet repair. Uh, so I want to focus on, I know, emphasize three key findings. The report number one, we do think the baLance shoes are being repair um but at the same time they are not being repared in a plying way uh in the form of like for example, uh higher as evaluation or increase uh uh increase in income or improvements in income expectations. 

发言人1   07:26
No the the way that the house of baLance tries have been repaired is through increased savings uh that pythons uh so effectively with with the consumption is actually funding this baLance ship repair and that means on the domestic demand from ah the household consumption will remain relatively subdued going forward in the coming quarters. That's the number one. Number two, we know that the key risk is that a mico feedback loop because every mico level sector beat households or corporate sector on the local governments. 

发言人1   07:58
They're trying to deal leverage. They are trying to repair their baLance sheet. So on the microwave, l is rational. It's rational thing to do and is probably these things needs to be done uh for the chinese economy to really bottom out. 

发言人1   08:09
But the same time, if uh, a lion and share of the economy is doing the same thing, how they're contracting, reducing their current demand, the micro o level kind of equilibrium will be uh, relatively, uh, subdued nominal income growth. And when that income growth becomes subdued and income expectation weakens, I think that the the secondary effect will be that for each of these sectors, the desired level of debt will continue to decline and and thus prolongs the deliberation cycle. Uh so that means you know to really uh to back stop uh this deliberation cycle or to prevent IT from overshooting uh some kind of a baLance sheet uh expansion need to happen elsewhere. 

发言人1   08:53
And that brings us to the third finding of the report, is that what we we look at what? 请关注公众号思维纪要，设更多纪要请加V西安20210130。Happened in the US. After the great financial crisis um or after cold IT is basically that you know the public sector is actively in release agon to provide a relatively environment for the private sector uh at the households of the corporate sector to repair their baLance sheet right. So the US uh housing trouble ended uh much smoothly in a much smoothly way than depended and so but still IT took five years or for them to add that again right. 

发言人1   09:35
Uh so with that as a backdrop, we do think that um if the central government uh the song provide in novel of a baLance sheet offset um the household baLance household baLance to repair or the leveraging and by extension the broader you know economy wide kind of the leveraging, we ll be ongoing up for voters come um and on on the policy from that. You know you know a lot of investors asking us, uh, we will see another kind of like a september twenty and four kind of policy vivid things we're talking about, a broader television cycle happening again. Uh, what that happened, uh, I think, uh, the the signs from other communications from the pile makers is that, uh, a number one, they think the slower investment and the slower long growth or maybe even relatively up to the housework consumption will be the new norm. 

发言人1   10:28
And number two, um I think polis makers also may be increasingly view this a uh new norm as something that is uh IT very difficult to avoid as china transition is growth model towards one that is take that that is LED by manufacturers ata. Uh and on top of that, we also recognize that you know the overall that to GDP ratio in china's economy is already ready to be elevated. Uh so even though uh you even if you know the same government, uh step up and try to do uh this baLance sheet expansion are moving some of the bad assets from the private sector towards the public sector. 

发言人1   11:08
I think the scale up for that, the scale at which that will happen will be relatively modest, right? So so the overall politic framework still number one tech centric uh, number two, uh, the government is willing to provide a photo growth, uh is willing to cushion this television cycle. But maybe not in a proactive way as the US. 

发言人1   11:29
Yet about after the great financial crisis. Um now of course, there will be policy fine tuning particularly you know they see a year to date all this policy rolled out had been relatives slow on the investment front exactly because you know IT is increasingly more difficult to find qualified projects. Um so um so against this back to up, uh in some sense you know the the government will be forced, maybe in a very modest way, reallocate some of the fiscal resources uh, towards consumption. 

发言人1   12:01
And the recent market rumors are pointing to that direction, for example, the mortality subsidies. Um so uh so so basically we do think that some some some very modest fine tuning along that line. You know whether you smolders ish subsidies or you know some social welfare support, uh, will be in the pipeline, uh, particularly if the domestic may continue to uh going on in the current trajectory. 

发言人1   12:27
But that the overlap policy framework is a is about restraint, is about you, you know maintaining this take focus and trying to have that kind of economic transition over the with that, i'll stop here and head back to that. Yeah, thanks a lot. Japan for the very comprehensive from a both on the global or the exciting environment factors as was was happening domestically. 

发言人1   12:52
Now I want to turn the focus to its global andro banks right so you know the US. Ten years is a five point one twenty five point one right now. Uh IT seems that we have entered into a period where is global monetary tightening with almost all the major center banks um about to hide. 

发言人1   13:09
So I want to bring reGretable, whose have senior global economist into this conversation uh for him to share ify his perspectives on you know what is all the indicators that we would be tracking? How are you thinking about the central banks going forward? Um and also you know what kind of you know item should one be expecting uh, over the next few months over to you peace. Hey, good morning there. Um so I think one of the big things that we've been speaking to clients and how to frame this is going back to our media outlook, which i'm sure very few people is call remember. 

发言人1   13:47
But uh, some months ago we had set out a two scenario, one which looks at um oil risk um and one that looks like a they sign if oil had stay relatively low where spent a lot of the summer what we've seen in the past few weeks is is the reemergence of conflict in the straw moves has driven oil Prices but also dies l Prices been particularly important um to new time, new highs and look over the past kind of few months and this is forcing uh I think a lot of central banks have to retaliate ate their hiking cycle um or extend pod cycles depending on where you're coming from. The US. Japan in europe area, the three that kind of focus on here just because they really kind of major current season. 

发言人1   14:39
What we've seen from organic standing is we've had to ad hikes in the euro area in the us um and and then in japan, we've just had to speed up thEpace of hikes. And and I think there's new ones in each story and someone go through a little bit of that in next few minutes to frame um some of the thought process because I think one thing that markets not fully grass, uh, is that the past through from headline core inflation is not always equal across countries and beyond that is very dependent on each central bank what they're targeting. I think the your area is the most strike forward, the target headline inflation. 

发言人1   15:17
They use core as AB omeo to transfigure out how transitory shocks in headline are. But ultimately, their Mandate is a single Mandate and they they target headline inflation. And so for that reason, we've added that a this oil volatility has pushed out um the time frame for a win. 

发言人1   15:34
There's a convergence from headline to core or you know the past through oil shock is complete. And so we've kind head and added and high in december um and and and the framework in which we can do that is because growth and PMS in the year area have been modestly surprising to the upside. I Donna say that your air growth is uh accelerating, is just been modestly surprising to the upside. 

发言人1   15:59
We're now at one percent growth route ful year. And you know the risks might have been that is a hf point lower um in the Normal circumstances, some of the export boom um and the the broader AI investment cycle which the US. Is leading in asian leading is helping support uh the euro. 

发言人1   16:16
And so we've seen growth stay sideways, if not supply modestly by a few basis points to the upside. And that IT allows the central bank to high crates even though um where we're kind of deep into cycle there in in the bank of japan, we had always had hikes as always. Just a question of tiny. 

发言人1   16:35
Um you know we were in january with rest to december. Um you know after some of the recent noise, we've pulled that forward to december. And and I think there the chAllenge is related to market pricing, where market pricing is looking at, uh, more aggressive pacific, and we do still see that playing out as ably simply because the same timing of inflation would be higher is is a little bit perhaps different than market expectations. 

发言人1   17:09
And I think that, that is something that we're also looking for in the U. S. That we recognized the timing of that is going to is gone to be much longer to play out in in the U. 

发言人1   17:18
S. We we put in hikes for uh, december and march next year. The market is pricing um know now almost up towards some chance of the hiking in the november meeting and then more bikes along the path. 

发言人1   17:32
And I think the US. Is is unique in the sense that the US. We have to remember as a dom and the US. A target inflation without target unemployment. The unemployment side, the Mandate is pretty clear while the market keeps focusing on the inflation side, the Mandate but within the inflation to the Mandate um the US more so than another economies has its core um inflation insulated from energy shocks and so the path through the core um doesn't come from pure energy as that in another economy with that is exposed to voluntier ity because either the economies energy basket larger or because other economy has waged in mechanisms that have a quicker pass through from higher and costs to wages and see for exact how the us. works. 

发言人1   18:18
The us is to give the statistics a ten percent move in oil is usually three is this points to core inflation after three months with a peak of four or fire is this pointed months two most of that comes to airlines um and so uh the problem and the U. S. Comes more when you've had a high oil Prices for a long creative starts to receive into the supply chains. 

发言人1   18:39
And even then there becomes a question of the kind of pricing power that corporate have in the supply chain when they receive the oil, the higher oil Price because we don't know it's not a fair cut if it's a margin compression issue or it's a Price pass through to cork consumer Prices. Um in this particular situation, IT is very uncertain because corporate just the part of the reason we had this inflation pass through is that we did expect corporate to pass terrace s through to the consumer. And so that that has played out exactly uh, as we had model almost um we have model seven bases point to core PCE from terrace a really last year and half and we're currently at around sixty two, sixty three basis points. 

发言人1   19:19
Um and so our model was within ten percent of kind of where we're ending up. And and because corporates have just raise Prices for the question is where they raise Prices again. Um for for the energy because in the U. S, what we're seeing is that the consumer saving rates have come back to kind of historic lows and they use savings to smooth some of the terf uh inflation as well as some of the oil volatility that we got earlier in the year without that savings buff for the ability to pass through um Price tax becomes harder. 

发言人1   19:51
And so while we do some of this to come through and we're not going to deny that it's not as clear clock say that you know the historical relationship for the the kind of disease or gasoline Prices i've seen the U. S. Are going to drive through supply change to core inflation directly. 

发言人1   20:07
Um and so I think there's a lot of uncertainty. But that said, um there's a there's a different path. I think that we need we discussing the context of the fed because obtain the implication of everything that i've said in the U. 

发言人1   20:21
S. Empirically, is that inflation is not going to accelerate, in our view, is going to continue to accelerate is just thEpace with which IT comes down is slower than IT had would have been forecasts before. In specifically, as I mentioned, tariff s are currently contributing sixty, sixty, sixty five basis points to corn flakes. 

发言人1   20:40
That sixty five basis points may hanny ally is mathematically because terms are not going up. They're stable now that falls away after twelve months, I eat search fall away in the first quarter of the new year as that false way um infection comes down sixty five basis points. A lot of inflation in in the US. 

发言人1   21:01
context. And so for energy, you you're gna bit all away some sixty five, but you're probably not going to have like seventy to make a positive. You're not have some amount that makes that six depths of sixty five disinflation um slower. 

发言人1   21:15
And I think this is a key nuance in the U. S. Economy um that that the fed has been grappling with and where this been some issues around communication because US. 

发言人1   21:24
Inflation is not onna pick up. It's just not going to go down as fast. And so from that perspective, then the question um also becomes, you know what is growth doing or growth is SHE been really strong and united states. 

发言人1   21:37
And so this is LED to um a more philosophical discussion in the fed and this predated chairman n warsh IT went back to a time when we had to a power. There's a discussion that perhaps proof because of AI and in other factors in the united states is structure little bit higher than IT was in the past. And that would indicate that the neutral rate in the US. 

发言人1   21:57
Um is a little bit higher than that would have been in the past. And based on the communication that we've gotten from the fed and j and Jackson hole and then in press conference and in the dot plot, um we have the view that well, uh, inflation is important in thEpace of this inflation. Important there is also uh a clear discussion going on discussion in effect going on that has to do with what the neutral rate is and and concept him the neutral rate is the rate at which um the US. 

发言人1   22:23
H. Economy is Operating a trend growth and trend inflation. And historically, that neutral was three percent. So if the fed funding was three point five and the neutral was three, the fed fed would be modestly tight relative to the numeral and IT would be viewed as having a compressing effect on inflation in the U. S. 

发言人1   22:46
What we're seeing is the fed drifting to argue that the neutral rate is a little bit higher. If the neutral rate is higher, then that means that the the most recent policy rates have not been as restrictive as they would have expected. And if they want to, to get inflation down, they need policy rate to be more restrictive. 

发言人1   23:04
I think this is something that's very new on, but very important. And we think this is driving a lot of the dialogue inside the fed based on the communication we aren't been able to clean and some of the the data from the thought pots. The consequence of this is that um the fed maybe I can right if the inflation is coming down. 

发言人1   23:23
And so even though we see in q one twenty seven, for example, they drop inflation, we still have the fed hike in there because thinking about a conception v of neutral rates rather than the big path of inflation. And and now markets are debating and I think the bond market is is kind of held on to this and and this is part of the dog there. But now the question is um how long do you need to get inflation back to target in the U. 

发言人1   23:48
S. And so I think that's part of the reason that the bond mark is pricing in more hikes and the Morgan singly has because a third of you that chairman and water and the committee want to push inflation down faster, then maybe they need higher rates. And and I think this dialogue will continue until we have a resolution and in the list and in oil Prices come down. 

发言人1   24:08
And I think it's hard for um tactically for uh bond market participants to receive rates. And while oil continues to be voluntary, but this new ones in the us is different than that which we like of the countries. And I think it's important um and it's a little bit technical, but I think it's important for the dialogue um as we try to assess h what's going on in the US. 

发言人1   24:30
And how um how to read next meeting because the volatility that we saw going into the september meeting is unlikely to go away in october and december. This is what we're seeing a market pricing. Um you know uh the doctor in november meeting is is uh the probability of right access is increasing and I think it's all tied into some of these uncertainty around if it's distinct lation or it's a neutral ate and how oil passes through. 

发言人1   24:59
Um and we don't have the answers to any of these. We've taken a vigor um based on our models uh that in the december, march should be good enough. But um these are all very delicate incentive uh variables that I will probably continue to evolve. 

发言人1   25:14
So overall, um I guess just to conclude, you know we've seen global central banks and not just these three. It's it's consistent across the range of markets having to tight policy or react to the recent oil premium. And just think it's important to to differentiate um central bank and its uh passes of energy inflation to inflation and and recognize those differences as we think about much different central banks are having to adjust and react. 

发言人1   25:43
So i'll stop there. There can hand back yeah thanks a lot, chief. Um I think that so much to unpack uh there in themselves. So how we're thinking about each of the central banks. And you know the new one is that you are pointing out. 

发言人1   25:57
And then I guess, you know the complication is that each of the central things are facing in terms of how they are going to make the decisions. And so as invention, you don't definitely a space to sort of keep watching out, keep monitoring and we will be sure to sort of keep up testing you. Now in the context of the global central banks to be uh, you know one of the central banks in the region is probably one of the most hawkish h the region right now. 

发言人1   26:18
Uh, you know they have a lot of the way that we also look at there quite a few similarities between, uh, you know what we are seeing in with uh, the RP. This is what are the global central banks are facing. Um so Chris, I want to bring you into the conversation you know bunch of data coming out. 

发言人1   26:35
Labor market one just came out this uh, this morning. We've got a meeting as well coming up. So how is the RBA going to resolve uh and how is he going to come to a decision about what to do? Uh, next week? Yeah absolutely. Thanks, Derek. Um so look, as you say, I think um the RBI is great playing with a lot of the um side and flash on issues. 

发言人1   26:57
Um many other central banks dealing ods, but I actually uh I want to concentrate on on what I thinks um different uh in australia uh at the moment, particularly relative to the the backdrop that uh regime talked about for some of the other DM central banks because we are expecting the iba to tight and policy from here we have them hacking rights，uh, next week, uh, next tuesday. Take the cash rate to four point six percent that will surpass the prior post cover high and actually bring IT to its highlevel h since the JFC. So um the RBI is pushing ford was uh tighter policy. 

发言人1   27:42
The different style is is on the growth side um because what you're not saying in australia is the sort of growth resilience uh, that received talked about for many of the other day me economies. In fact, um in australia we're seeing the economy slow um and and certainly in some of the um more signal pockets, uh slow pretty sharply. So on AGD pay growth perspective, um wait, we had a pretty strong gear last year. 

发言人1   28:09
If you look second and half of last year growth of any losing around three percent, um that's that's pretty strong from australia spectin that growth rates half first half of this year. So first half of twenty, twenty and six that GDP growth is one point five percent uh for context, population growth is one point five percent, right? So so ect effectively had a zero percent per capital growth over that time. 

发言人1   28:32
And at the same time, if you look at the most signal part of the australian economy, which is the housing market, we're saying a pretty substantial adjustment going on there at the moment. Um this is a response to some of the earlier right tightening from the rba, also some tax policy changes that will put through by the government in my um but the new defectors have had turned over four thirty percent um over the course of this year in the housing market, Prices down uh about four percent a picked drop to date。Um but I follow in a prety. 

发言人1   29:05
请关注公众号思维纪要社，更多纪要请加V西安202101301 ne of fifteen to twenty percent annualized right um and we're expecting um processable uh around ten percent um paid double。That would make us the biggest hand for a adjustment we have saying in australia over the past fifty years. Um now australia is very exposed to the housing market. 

发言人1   29:34
We ve got one of the most intended household sectors in the world constructions um uh over ten percent of of the light mark um and the economy and so this sort of dynamics in the housing market that um lead us to forest, uh further slowing in the economy coming forward. Um we've got JD pay growth falling to about one point two percent uh by the end this year. And as you mention, Derek, yeah I got some light mark about dr at today um that showing that the slowdown is turning up and ten the light mark as well. 

发言人1   30:05
Unemployment was four point one percent h start of this year. Um the print we got uh today show that this recent to four point six percent was actually a hair of uh rounding up to four point seven percent. So we're seeing slowdown coming through in australia. 

发言人1   30:22
And so I guess the question there is um you know why why do we have the RBI typing um and it's because despite this slowing in the economy and and growth uh inflation um continue to surprise the upside um and and in a pretty notable fashion um despite the week of growth backdrop then then um many of the other dim economies receive talks about inflation that drops actually worse um we've got uh core inflation um running at three and a half cent annual pies。But if you look at the most recent print in july, we saw a very strong sequences, acceleration and core inflation. Um if you take that monthly ah that monthly print that was annualized nearly six percent um and a lot of this is as domestic factors, right? It's uh market services inflation was exceptional strong in the month. 

发言人1   31:15
You're seen some lag housing impacts coming through from the Price strength in the housing market. Um and so the concern for the r ba is I already did a period where inflation been above time of five years. It's accelerating now and there's actually very little of the oil first or second order impacts uh coming prove the inflation data yet. So this um inflationary global backdrop is um exceptional. Unhelpful for the inspector. 

发言人1   31:44
And so um because of that backdrop, we think the hike when we get next week is pretty import to the RBI because it's not just it's not just a hike uh, on the back of uh, stronger and fashion and stronger growth, right? This hack is really gonna a be a reaction function from the RBAM to one, which very much narrows the focus on the inflation outcomes. And again, no, this is very different from the reaction function that we've head out of the past. 

发言人1   32:11
On five years out from the abba, the RBI was arguably one of the more division central banks or at least one the um wide the the employment side of the AManda a lot more heavily。They actually explicit talked about allowing inflation to go move back to target as a slow Price in order to to take some of the light market gains. And that was a key raison why they didn't hike as much as those central banks back in twenty twenty two ah and twenty twenty three. 

发言人1   32:42
And even relative to the sync five basis points of bright hights we had started this year, again, that was um yes, a hawker shift from them, but a hawker shift that was driven by a combination of higher inflation and stronger growth. I think the message that you going to get from the rba next is going to be a very different one. It's going to be a focusing the reaction function of the rba much more closely on the nat inflation dynamics and actually um implicity allowing for great awareness to come through in the housing market, in the economy and in the light markets as a result. 

发言人1   33:20
Um and so because of this, even though we are quite pessimistic on the growth outlook for the economy, uh, the near term risk is is actually the further timing from the RBA, particularly um if we get some more a strong inflation prints and the oil Price um stays relatively elevated. Um we have at this stage just have this in uh right right and and our forecast. But i'd say there's a real risk as we move to the move in the meeting, which is the next forecast update for them. 

发言人1   33:53
If we see some of y's Price precious persistent um that the RBA will be will be forced。Dentist taught them further and saying that we are expecting growth weakness brought up from here，I think particularly as we look next year and we are expecting this housing witness, which is uh pretty uh pronounced to not only continue to broaden and say more evidence of that flagged for the consumer spending and to light market weakness. And ultimately, we do see this putting down with pressure on inflation. 

发言人1   34:24
So while we do think that the risk is to nern okasha from the ibi, we do still have um we do still have right cuts in our forecast is just happening at the very backend uh of next year because unlike in the past where the RBA reaction function has been a lot more a preemptive a of growth weakness and inflation downside, the obvious clearly are going to be waiting for the evidence of that coming through. Um before you say any uh doubt that from them, there's all expected going into the meeting next week. Um yeah it's a high like um we're seeing around the world, but I think that reaction function is quite different um both first is what we're seeing in other dm economies uh and even relative what was saying from the ibi of the past couple years. 

发言人1   35:09
I'll leave with the Derek a hand back over you. Thanks AD quest. I guess if I had to summarize, uh inflation tax priority as you as you wrote in your report, right so to what to summer everything. 

发言人1   35:21
So thanks a lot to the speakers for sharing the perspectives. II have a couple of questions from the audience that I would like to ask um the first two questions of of retrieve and you know uh definitely are AA related to the fed and and the US. Um so relieve the first thing is that you know has been a lot of focus on on interest rates, but we also do have the baLance sheet decision that is likely to come up. 

发言人1   35:44
Uh, as we sort of you were head to uh, next year, what's i'll take on what are some of the potential actions that effect could take on, on the baLance ship reduction, what I sound the implications on, on debt front. And the second question, uh, is about rate. Uh, one of the things that we've been out of hearing from investors this because that is quite a little concern about this update, a rise in use. And so what is the level of rate at which you know you would be very concerned about how what do you think about the uh and you know in in a national at what level of rates will what things h start to break all of for? 

发言人1   36:30
这样OK我先下去。

发言人1   36:39
Hello, very few this point. Can you hear me? Yeah now we can. Thank you. Okay, sorry. Um let me do the baLance sheet first and then think about the great point. Um look on the baLance sheet. Uh, this is actually one of the reasons that we also were little bit unsure about the reaction function from the fed prior to in in in photos y that are followers about research um self carpenter wrote um a piece if you just google has named IT or not google if you use the more more instantly platform um and look up south carpenter um or sunday start you'll see a piece that he wrote over the weekend and and for this that not is one of the former sex ports on the fed baLance sheet. 

发言人1   37:22
One of the reasons that we were a little bit uncertain around the feed reaction and function is prior to taking office chair watches made many public comments about the importance of the baLance sheet in setting the tightness of a monetary policy. And uh one of the guesses that many market participants i've expected is that in the new year, the feed, they all reserved baLance sheet with shrink um and and specifically, they would probably let matching assets mature and not replace them because right now, basically when assets mature, they replace them just had a smaller rate than the maturity and that's how you get to run off. And and there's a world in which you could just let asset mature and you get a more accelerated run off of the fed baLance sheet. 

发言人1   38:06
And and that was one of the that processes that may kick off early in twenty, twenty seven and even chair washes come and prior to becoming fat chair um there was a hypothesis that perhaps rate hikes not as many rate hikes would be needed if the I baLance sheet was um coming off at the same time. Now this is a big change in policy to where we were before because chair power delink um the baLance sheet from monetary policy in one of the market focus on rates. And so this is one of the debates that I think will only really be a result when the task force committees come with their results near the end of the year in the december generation time frame. 

发言人1   38:47
Um so for for now, we continue to put in our rate hikes, but do think that the fed baLance sheet will become smaller. We just don't know the structure of that and what that may mean um for bonte policy because the board is not necessarily all on the same page on the implications of a smaller baLance sheet for monetary policy. Um on the second question um kind of the rates level, look, IIIII lived I was APM in my prior life and um I don't really know where equity markets are going to. 

发言人1   39:23
Normally I would say five percent year and equity markets will start to pay little bit more attention. Um that level may be higher just given the cycle um growth engine for earnings that is AI so I don't really know where the breaking point is. One thing I will say though that um uh and for the US. 

发言人1   39:44
Economy, the level to quote on quote break growth is probably much higher than IT is. Now this goes back to that neutral rate i'm discussion that we had before because the first funds rate um is is only modestly tight as per chair watch and kind of the feds revised perspective of the neutral Morgan Sally is done some work on the neutral. You will have to dig in the research portal, find IT. 

发言人1   40:08
But we had kind of looked at the different, different models and and and seen a range of outcomes. And and so we're moving from kind of the lower end of the fed model and to the upper end of the fed model range in in dialogue at the fed um and and so the the level of rates are still within about that. I ouldn't describe them as being able to have a super material uh growth impact in a sense that he drives adverse outcomes. 

发言人1   40:35
Um and so from my perspectival IT also seems like we're not quite at a break point yet. So I think um you know the rate movement, it's it's not pleasant for macro traders and short and rate traders. But from an equity um an economic perspective, it's still not quite um perhaps as tight as you would have expected. 

发言人1   40:57
H you are not getting the reactions from the tightness as would have expected um prior to AI or ten or twenty years ago. So maybe i'll stop there there. Yeah thanks a lot. 

发言人1   41:07
But g photos, perspectives and you don't regiment a couple of reports that you can sort of you can do um can feel free to find them on the research bottle if you are not able to locate, please feel free to be judge anyone of us that will be bored happy to help you with IT. Um so Chris, you know II think you laid out the base case for for the RBA uh very, very well. But you know there's always rise to the out. 

发言人1   41:28
So so you know in terms of two two pipe question for you, one is that you know what would be in the arb a statement that you will be looking for that maybe makes you change your mind about what you just laid out and and I think consequently or subsequently after the RB. A meeting, uh, what kind of data points what kind of catalist would you be looking out for that? You know see your decision about think how you are thinking about IT. 

发言人1   41:54
Yeah thanks there. Um no, it's a good question. Um look is a seat. II mean we've got effectively fashioning taught trends in australia um at least for the next couple months. Um we see outside risk, the inflation outlook um and at downside risk growth. 

发言人1   42:15
And so you I guess what's important for the iba outlook as h the extent um of surprises in both those directions as a sort of mentioned in my kind of initial reMarks. Um I do think the Ricky item as much more on the inflation side. We got a pretty big july um CPI print. 

发言人1   42:37
We are expecting a reversion of that over the next couple of months um but it's pretty uncertain how um how much thetis now you want to talk on catalysts. Uh that next CPR point actually comes the day after the the iba meeting next week. So we've got got the meeting on the tuesday and the and the cpr pending on a wednesday. 

发言人1   42:58
So well done to the rba for the scheduler there. Um that would be something to be watching pretty carefully if that show some strength to gain, particularly in some of those domestic areas like market services. Um I think that increases the likelihood that you get on a follow up uh hike uh from the board. 

发言人1   43:18
And then on the flip side um on on the grass downside, the iba is not going to react to the housing market. Have a lot right. Um is if the weakness is there, i'm not worried about this from a financial stability standpoint that actually need some housing weights to come through um for them to be confident inflation going to count down. 

发言人1   43:36
Well, I think we told the baLance more doubt sly is greatest signs of that having weight ness showing up in the broader economy, particularly on the consumer spending side, right? That feels like the next step the RBS really watching for. Um and so I think greater evidence of that is important. Uh just given the seasonal dies, think that's probably all likely to come early next year, right? You get this sort of seasonally important november, the same per period. 

发言人1   44:08
Our expectation is the consumer struggles around that um around that time and the abbi gets that evidence in the mccrone data early next year, but in fact would come earlier, right? Or if you saw some more pronounced live market weakness student to come through, that's something that could see the iba moved to the sidelines but earlier than we expect. So that's a very clear crest. 

发言人1   44:31
Uh, the last question which is coming, which just a bit made IT over time actually um to point same similar question to you, uh, in terms of how you are thinking about the china policy, uh, outlook, right? Obviously this a lot they that they will get everyone what would be some of the potential catalysts that you you are expecting that may to AA policy pivot？Uh, the month coming up here. 

发言人1   44:54
Yes, thanks, Derek. I saw in terms of policy catalysts, no, maybe number one, our company policy events. Number two, data on policy events. You know, uh you know even though you know some market participants may still speculate, only like september october emergency policy meeting on the economy, which happens in twenty twenty four, the the the chance of that happen is relatively low。

发言人1   45:17
Uh, I think you know from all these are people's daily articles, you know in August and all these communications by q seek government a pan uh in the last couple, uh last week or so, uh, they all point to h one thing uh which I alluded to earlier is that uh you know these relatively low investment growth, relatively low low growth is probably becoming the more norm and is something that china has to endure a doing in this economic transition. Uh so uh a big policy period, uh, you know, with a no emergency policy meeting, uh, is probably not on our horizon. So that means, you know maybe the december you know central economic work conference I, which plans for next year, will be the next key policy event to watch. 

发言人1   46:02
Now in terms of data, yes, I think you just mentioned and know the third quarter G, D, P, data will be definitely something to watch for in the near term. Um uh if you know the first put the data as our tracking suggest is probably around four point three h possibly even lower if a september the date that does not does does not pick up, then you know the this uh annual growth rate, uh you know is probably will come on the pressure into you know reaching the lower end of the growth targets back. So in that case, uh you know some you know miniscule modest know you know incremental easing measures were probably roll out at a Sally faster place in the fourth quarter. 

发言人1   46:42
Um so uh II talked about the potential mortgage subsidies um and then there's also maybe no NERC go ahead and approve ah more like a investment project ah under the so called six networks. Uh so these are probably some of the incremental measures that they could be rolled out in coming coming months uh, so that ah you know the and new grow target will be met. Uh but again, the bottom line is that they will be incremental policy patches, but the the chance of a very, very rapidly big no policy IT IT remains quite a elusive. 

发言人1   47:19
Things not, uh, japan, you will be babbit a little ground over the last a fifty minutes or so. But a few sites do quite a lot of things that we can like impact. So if you are any further questions from the audience, please don't hesitate。Please feel free to reach out to myself, uh, my colleagues for chief, uh, Chris and japan k, we'll always be ready to step by to answer your questions. 

发言人1   47:40
Uh you know any point time ah but in the interest of time, let me conclude today's web cast and like to thank you, the audience, for joining us today. Um you look forward to having you same time next week. Have a great rest of the day and have a great rest of the week ahead. Thanks a lot. bye. 
