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AUD Outlook

Since Donald Trump won the U.S. Presidential election on November 5", AUD has declined some 3.0% to
around 0.6450. For those familiar with Donald Trump’s pre-announced policies, the decline in AUD should not
come as a total surprise.

During the previous 2016-2020 Trump presidency, as tariffs on Chinese and European goods were announced,
the USD strengthened, pushing AUD lower. Most currencies depreciated against the USD as global trade
tensions and retaliatory actions by the Chinese and Europeans cast a cloud over global economic growth.
Notably, CNY, EUR, AUD, and NZD (chart 1). For similar reasons, we should expect more of the same.
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Trump’s current key policies centre around the lifting of tariffs on Chinese, European, and “all imports”. More
specifically, Trump plans to lift the tariffs on Chinese imports from its current average of around 10% to 60%,
and lift the universal tariff on all U.S. imports, including those from Europe, Mexico, and Canada, from an
average of around 3% to 20%.

These would be by far the largest tariffs ever invoked in U.S. economic history. U.S. tariffs implemented during
the 2016-2020 Trump Presidency were not dismantled during the in 2020-2024 Biden Administration. Current
tariffs levied on some US$300 billion of Chinese goods remain in place. Chinese electric vehicles,



semiconductors, and solar cells are currently taxed at 25%. The proposal is to lift the tariffs on Chinese electric
vehicles four-fold to 100%, and double the tariff on semiconductors, and solar cells to 50%.

Foreignh exchange markets are moving in anticipation of the proposed tariffs, and there is likely to be a larger
reaction once we know what gets passed through Congress. However, this time around the Chinese economy is
even weaker as its struggles to cope with the collapse in China’s property sector, creating additional headwinds
for the AUD.

A host of recent monetary and fiscal stimulus packages by the Chinese government have not been enough to
turn the Chinese economy around. The historical lessons from a property collapse indicate that the economic
recovery process takes years. The Chinese economy is also experiencing some demographic challenges as
population growth peaks, which will also slow the economic recovery. Chart 2 illustrates the clear downside
risks facing China’s economy.
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The depreciation pressures on AUD from the stronger USD and weak Chinese economy, are likely to continue
over the first half of 2025. When Australia’s domestic services inflation currently 4.6%, eventually falls back into
the RBA’s 2% to 3% target range during H1 2025, it will allow the RBA to begin cutting interest rates. RBA rate
cuts will likely add to downside pressure on AUD over 2025.

5 & PinPoint

® MACRO ANALYTICS



Important Disclaimer
This publication is intended to be general information only and not financial product advice.

No Investment Advice is Provided.

The information contained in this document is factual information only. We do not provide trade recommendations or investment advice. The
information contained in this document is not opinion. Macro Analytics Pty Ltd, ABN 65 642 332 045, is trading as "PinPoint Macro Analytics".

The source of all content in this document is believed to be accurate and reliable. All content in this document is provided in good faith. However,
PinPoint Macro Analytics takes no responsibility for errors in the content provided in this document.

Any content contained in this document is not to be construed as a solicitation or an offer to buy or sell any securities or financial instruments, or as a
recommendation and/or investment advice. Before acting on the information contained in this document, you should consider the appropriateness
and suitability of the information to your own objectives, financial situation and needs, and, if necessary, seek appropriate professional or financial
advice, including tax and legal advice.

PinPoint Macro Analytics will not accept liability for any loss or damage (including indirect or consequential damages) or costs which might be
incurred as a result of the information being inaccurate or incomplete in any way and for any reason. This includes without limitation any loss of
profit, which may arise directly or indirectly from content viewed in this document.

The site may contain hypertext links, frames or other references to other parties and their websites. PinPoint Macro Analytics cannot control the
contents of those other sites, and make no warranty about the accuracy, timeliness or subject matter of the material located on those sites. PinPoint
Macro Analytics do not necessarily approve of, endorse, or sponsor any content or material on such sites. PinPoint Macro Analytics make no
warranties or representations that material on other websites to which the website is linked does not infringe the intellectual property rights of any
person anywhere in the world.

PinPoint Macro Analytics are not, and must not be taken to be, authorising infringement of any intellectual property rights contained in material or
other sites by linking or allowing links to, the website to such material on other sites.

If you have any concerns regarding the content in this document, please contact PinPoint Macro Analytics at info@pinpointmacroanalytics.com.au
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