1. China’s Economic Recovery Faces Fresh Risks From Global Slowdown

(Bloomberg) -- China’s shaky recovery continued in September, with a pickup in car and
homes sales in the biggest cities compensating for weaker global demand and falling
business confidence.

That’s the outlook based on Bloomberg’s aggregate index of eight early indicators for this
month. The overall gauge was at 5, unchanged from August, signaling that the economic
rebound maintained momentum.

Overall, China’s economy picked up in the third quarter from the near contraction in the
April-June period, but that rebound was undermined by Covid lockdowns and outbreaks
in cities across the country, the continued housing slump, and weakening export demand.
A global economy slowing due to the Russia-Ukraine war, rapid interest rate hikes, higher
inflation and currency market volatility will only worsen the downward pressures.
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Recovery Continues
China's economy continues growing, but downside risks increasing
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2. China to raise reserve requirement for forward forex trading to 20%

(China Daily) — China's central bank announced on Monday that it will elevate the foreign
exchange risk reserve ratio for forward forex trading from zero to 20 percent, starting
Wednesday.

The People's Bank of China (PBOC) slashed the rate from 20 percent to zero in October
2020.

Monday's move aims at stabilizing forex market expectations and strengthening prudent
management at the macro level, according to a statement from the PBOC.

The increase will help maintain the supply-demand balance in the country's forex market,
said Wen Bin, chief economist at China Minsheng Bank. Affected by the US Federal
Reserve's rate hikes, the currencies of many economies have weakened against the US
dollar, he said.

The central parity rate of the Chinese currency renminbi, or the yuan, weakened 378 pips
to 7.0298 against the US dollar Monday, according to the China Foreign Exchange Trade
System.



There is no ground for the yuan to weaken for long, Wen said.
China's sound economic fundamentals, tamed inflation, as well as stability of

international settlements will help render the yuan exchange rates and the forex market
stable, according to Wen.
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3. Oil Edges Up From Lowest Since January on Pause in Dollar Rally

(Bloomberg) -- Oil rebounded after hitting the lowest level since early January as a rally
in the dollar paused, buoying crude even as concerns remained about tighter monetary
policy and weakening demand.

West Texas Intermediate climbed back toward $78 a barrel after sinking more than 8%
over the previous two sessions. A Bloomberg gauge of the US currency eased from a
record, with crude gaining alongside other commodities.

The US oil benchmark remains on track for its first quarterly loss in more than two years
on concern that energy consumption will fall even as Russia’s war in Ukraine drags on.



The slump may spur the Organization of Petroleum Exporting Countries and allies to
consider paring supply to stem the rout.

“OPEC+ members have been oddly quiet,” said Warren Patterson, head of commodities
strategy at ING Groep NV. “The group will likely be getting uneasy with the degree of
weakness that we have seen in the market, and so there is the very real possibility that we
see OPEC+ announce supply cuts.”

The grouping, which is next scheduled to gather on Oct. 5, agreed to a token reduction in

supply of just 100,000 barrels a day for October at its last session. ING’s Patterson said if
cuts were agreed, they would need to be quite a bit larger than that “to have a meaningful
impact on the market.”

Threats to demand remain as monetary policy is set to tighten further. A parade of
Federal Reserve policy makers signaled on Monday that further rate rises were in store,
with the need to tame inflation coming at the cost of a slowdown.

Among them, Fed Bank of Cleveland President Loretta Mester said that officials will need
to keep restrictive policy in place for longer.

Reflecting the global slowdown -- which may hurt energy consumption -- the World Bank
lowered its growth outlooks for East Asia and Pacific. It forecast that Chinese growth
would decelerate to 2.8% this year from 8.1% in 2021 amid Covid-19 related restrictions
and a property-market slump.
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WTI Rebounds as Dollar Eases From Record
US crude benchmark ticks higher with weaker US currency
WWTI Futures (R1) Dollar Index {L1)
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Disclaimer

All the information used in this newsletter is from publicly available resources. Minmetals
Futures Co., Ltd endeavors to ensure the information is correct and up-to-date but make no
warranties or representations of any kind about the completeness or accuracy. This
communication may contain sources from other sites that are neither owned nor operated by
Minmetals Futures. Such sources are provided for your convenience only and does not imply
or constitute sponsorship, endorsement, approval or responsibility for the content on, or the

use of, such third party site.



