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¢ Labour market softness in the US and a disinflationary
budget in the UK should ensure near-term rate cuts...

¢ .. but with inflation and domestic demand surprising on the
upside in parts of G10, not every central bank is cutting...

¢ _..and a few are turning a little more hawkish

Fears of an Al bubble spooked the market in November, but with earnings and global
growth holding up (including some notable upside Q3 surprises in Asia) and some
easing of trade uncertainty, global equites are just below their late-Oct record highs.

US government re-opened

The US government’s record-long 43-day shutdown finally ended on 13 November,
after President Trump signed a bill which extends government funding through to the
end of January. It also guaranteed back-pay to all federal workers, which could lift Q1
GDP. Data releases are still delayed though, with the next set of key BLS and BEA
releases — like payrolls and CPI — not scheduled until after the Federal Reserve (Fed)’s
10 December meeting.

Some lagging US data have already been released, including August trade data, which
showed a smaller US trade deficit. This was likely reflecting some payback following
earlier frontloading trends. Tariff uncertainty prevails though, as sector tariffs could
change, and we await a Supreme Court ruling on the International Emergency
Economics Powers Act (IEEPA) tariffs. Yet some tariffs are falling too, given the recent
détente between the US and China, and, following signs that tariffs are raising
consumer prices, several agricultural products have been excluded from scope.

1. The US trade deficit narrowed in 2. ... with a drop in imports from China,
August... Canada, and the EU ...
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US GDP growth could tick
higher in Q1

The US trade deficit narrowed
in August



The BoE has room for rate
cuts with falling inflation

Many central banks are at the
end of their easing cycles

India Q3 GDP growth strong,
while October China activity
data disappoints
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September labour market data were mixed, with an upside surprise from payrolls (119,000),
but the unemployment rate ticking up to 4.4%. Other data, for October, showed falling job
openings, higher layoffs, and lower confidence, seemingly locking in the prospect of a December
rate cut, even amid dissent on the FOMC.

3. We see fewer cuts than the market for 4. ...and more cuts for the BoE
the Fed...
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Disinflationary UK budget

The UK’s much-anticipated Budget leaves many structural issues unresolved, but it stuck to the
fiscal rules and more than doubled the fiscal headroom. Railway fare and energy price freezes
should keep CPI trending lower, supporting further Bank of England (BoE) rate cuts.
Meanwhile, Japan’s cabinet approved a 3.2% of GDP economic stimulus, supporting our case for
a Bank of Japan 25bp rate hike in December.

Easing cycles nearing an end

Elsewhere, it has become clearer that other central banks are at the end of their easing cycle.
The European Central Bank (ECB) and ASEAN countries look set to be on hold in the coming
year, so first out of the blocks on rate rises is likely to be the Reserve Bank of New Zealand. With
an upswing now evolving, we now expect a rate rise in Q3 2026. With firming demand and core
inflation above the Reserve Bank of Australia (RBA)'s 2-3% target band, the RBA will also likely
raise its policy rate by Q3 2026.

Strong India growth

Despite very strong Q3 growth of 8.2% y-0-y in India, lower inflation provides scope for further
easing. Fiscal and monetary stimulus also loom for China where the October data disappointed.
Investment, consumption, and industrial production slowed, as external and domestic demand
remained subdued. The property sector is also showing renewed weakness, with a steeper fall in
primary home sales and real estate investments.
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Key recent releases

Date Market Release Period Actual Consensus Prior Actual vs.
expectation Consensus
13 Nov UK GDP (% y-0-y) Q3, flash 13 14 14 v
14Nov  Mainland China Industrial Production (% y-o- Oct 4.9 55 6.5 v
y)
14Nov  Mainland China Retail Sales (% y-0-y) Oct 2.9 28 3.0 0
19 Nov UK CPI (% y-0-y) Oct 36 35 38 0
20 Nov US  Nonfarm payrolls, monthly Sep 119 53 4.0 0
change (000s)
25 Nov US Retail sales advance (% m- Sep 0.2 04 0.6 v
0-m)
30Nov  Mainland China NBS Manufacturing PMI Nov 492 49.2 49.0 >
(index)
2 Dec Eurozone HICP (% y-0-y) Nov, flash 2.2 21 21 o

Source: Bloomberg, HSBC
A Positive surprise — actual is higher than consensus, W Negative surprise — actual is lower than consensus, = Actual is in line with consensus

Key upcoming events

Date Market Release Period
10 Dec Mainland China PPI/CPI Nov
10 Dec us Federal Reserve interest rate announcement -

12 Dec UK GDP Oct
15 Dec Mainland China Retail sales Nov
16 Dec us Non-farm Payrolls* Oct/Nov
17 Dec UK CPI Nov
18 Dec UK Bank of England interest rate announcement -

18 Dec Eurozone European Central Bank interest rate announcement -

18 Dec us CPI Nov
19 Dec Japan Bank of Japan interest rate announcement -

19 Dec UK Retail Sales Nov
22 Dec Mainland China People’s Bank of China interest rate announcement -

Source: LSEG Eikon, HSBC *October data in this release will not include unemployment rate
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Disclosure appendix

Important disclosures

Additional disclosures

1
2

This report is dated as at 05 December 2025.

All market data included in this report are dated as at close 04 December 2025, unless a different date and/or a specific
time of day is indicated in the report.

HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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subject to change without notice. HBAP and the Distributors are not responsible for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or
relating to your use of or reliance on this document. HBAP and the Distributors give no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document. This
document is not investment advice or recommendation nor is it intended to sell investments or services or solicit purchases or subscriptions for them. You should not use or rely on this document
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Mainland China

In mainland China, this document is distributed by HSBC Bank (China) Company Limited (“HBCN") and HSBC FinTech Services (Shanghai) Company Limited to its customers for general reference
only. This document is not, and is not intended to be, for the purpose of providing securities and futures investment advisory services or financial information services, or promoting or selling any
wealth management product. This document provides all content and information solely on an "as-is/as-available" basis. You SHOULD consult your own professional adviser if you have any
questions regarding this document.

The material contained in this document is for general information purposes only and does not constitute investment research or advice or a recommendation to buy or sell investments. Some of
the statements contained in this document may be considered forward looking statements which provide current expectations or forecasts of future events. Such forward looking statements are
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Important information on sustainable investing

“Sustainable investments” include investment approaches or instruments which consider environmental, social, governance and/or other sustainability factors (collectively, “sustainability”) to
varying degrees. Certain instruments we include within this category may be in the process of changing to deliver sustainability outcomes.

There is no guarantee that sustainable investments will produce returns similar to those which don’t consider these factors. Sustainable investments may diverge from traditional market benchmarks.
In addition, there is no standard definition of, or measurement criteria for sustainable investments, or the impact of sustainable investments (“sustainability impact”). Sustainable investment and
sustainability impact measurement criteria are (a) highly subjective and (b) may vary significantly across and within sectors.

HSBC may rely on measurement criteria devised and/or reported by third party providers or issuers. HSBC does not always conduct its own specific due diligence in relation to measurement
criteria. There is no guarantee: (a) that the nature of the sustainability impact or measurement criteria of an investment will be aligned with any particular investor’s sustainability goals; or (b) that
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