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Highlights: China stepped up policy adjustments    

China has rolled out more policy measures last week to stabilize its fragile 
market sentiment. The benchmark Shanghai index witnessed a decline below 
2800 last Monday, triggered by China's decision to maintain its loan prime rate 
(LPR). However, a slight market rebound occurred amid rumors of a planned 
equity market stabilization fund on Tuesday. The momentum further increased 
when China's central bank governor, Pan Gongsheng, unexpectedly announced 
a reserve requirement ratio (RRR) cut and targeted interest rate cut during a 
press conference on Wednesday.  
 
In addition to these developments, piecemeal measures from the security 
regulator and the talk about property market garnered attention in the 
headlines, providing additional support to the overall market sentiment. 
 
A U-turn from keeping the benchmark loan prime rate unchanged on Monday to 
the announcement of RRR cut two days later was encouraging. The magnitude 
of the 50 basis points RRR cut this time surpassed the last three RRR cuts of 25 
basis points each, signaling a more proactive approach to monetary policy. 
Governor Pan's acknowledgment of the gap between the current price level and 
the expected price target during the press conference suggests an intensified 
effort by China to combat deflation. Anticipating further actions, it is expected 
that China might lower its loan prime rate in the coming months. 
 
In the realm of currency, China's pivot towards managing deflationary pressures 
may exert short-term pressure on the Renminbi (RMB) though it is likely to be 
positive in the medium term.  
 
On equity market, the deputy head of the security regulator pledged to protect 
the legitimate rights and interests of investors, particularly small and medium-
sized individual investors. Emphasizing the importance of the stock market as a 
channel for asset allocation, the regulator committed to integrating an investor-
centric approach into market system design and regulatory enforcement. 
 
Two notable highlights from the regulator's statements include the assertion 
that long-term returns in the stock market should exceed those of deposits and 
bonds for sustainability. Listed companies are expected to prioritize returning 
value to shareholders, reinforcing the notion that reasonable returns are a 
prerequisite for being considered qualified listed companies. Additionally, a 
zero-tolerance stance towards financial fraud was emphasized, with severe 
measures promised for illegal activities that seriously harm investor interests. 
 
To uphold its commitment to the investor-centric concept, China's security 
regulator took prompt actions over the weekend. This included the suspension 
of the lending of restricted shares and adjustments in the market-oriented 
declaration of real-time availability to next-day availability in the securities 
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lending market. These measures aim to stabilize investor expectations, prevent 
disguised illegal reduction of holdings, and enhance market transparency, 
contributing to an open, fair, and just market order. 
 
On property, China's National Financial Regulatory Administration said the real 
estate industry stands as a pivotal component within a lengthy value chain that 
wield a profound impact on the national economy. Given its intimate connection 
to the general public's daily lives, the financial industry bears an indispensable 
responsibility to offer robust support. The support may include development 
loan, mortgage, banks' purchase of real estate corporate bond and extended 
merger and acquisition loans as well as existing loan extension facilities to real 
estate enterprises. 
 
Elsewhere, Guangzhou became the first tier-1 city to fully relax home purchase 
limits for large home with a floor area of more than 120 square meters.  
 
On data, China's industrial profit exhibited notable improvement as the 
contraction in industrial profit for 2023 narrowed to 2.3% year-on-year (yoy), a 
marked improvement from the 4.4% yoy decline recorded in the first eleven 
months of the same year.  The year-on-year growth rate of finished goods 
inventories in industrial enterprises increased by 0.4 percentage points to 2.1%, 
signifying the near completion of the industrial destocking process. However, the 
pace of restocking remained sluggish, and inventory growth persisted at a low 
level. This could be attributed to recent concerns about rising deflation. 
Consequently, we believe it is imperative for China to implement more concrete 
measures to steer the economy away from deflationary pressures. 
 
Nevertheless, China's policy support has encountered constraints, as highlighted 
by the significant attention drawn to news about 12 provinces postponing or 
suspending certain infrastructure projects. Notably, all these provinces grappling 
with the delay or suspension of projects are burdened with high levels of 
leverage.  
 
It should be underscored that such actions don't necessarily imply an outright 
contractionary stance. Nevertheless, these developments shed light on the 
limitations of China's policy support, notably stemming from the intricate issue 
of local government debt. As such, market will watch for the stance of fiscal 
policy from the central government.  
 
The Hong Kong Monetary Authority (HKMA) and the PBoC announced measures 
to deepen cross-boundary financial cooperation. Measures include expanding 
the list of eligible collateral for the HKMA’s RMB Liquidity Facility to include 
onshore RMB bonds, further opening up of onshore repo market, expanding the 
e-CNY pilot scheme, and expanding cross-boundary wealth management 
connect.  
 
The slew of measures help increase onshore bond liquidity, widen access to 
onshore financial market, internationalization of RMB, solidify Hong Kong’s role 
as offshore RMB centre. 
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Key Events and Market Talk 

Facts OCBC Opinions 

▪ China's central bank governor, Pan 
Gongsheng, announced to reduce the reserve 
requirement ratio (RRR) for all financial 
institutions, excluding small financial entities 
with a 5% RRR, by 50 basis points.  

▪ Simultaneously, China is set to decrease 
relending and rediscount rates by 25 basis 
points to 1.75%, effective from last Thursday, 
with a specific focus on supporting agriculture 
and small enterprises. 

▪ This measure is poised to effectively lower China's RRR to 7%, 
injecting approximately 1 trillion yuan into the financial system. The 
resultant liquidity, facilitated by the RRR cut, is of low cost, 
contributing to an enhancement of Chinese banks' interest margin 
through reduced funding expenses. 

▪ These adjustments are anticipated to exert downward pressure on 
the benchmark loan prime rate (LPR), potentially paving the way for 
an LPR cut in the ensuing months. The proactive steps taken in 
monetary policy have been well-received, reflected in the positive 
momentum observed in China's equities market following the 
announcement. 

▪ China's National Financial Regulatory 
Administration said the real estate industry 
stands as a pivotal component within a 
lengthy value chain that wield a profound 
impact on the national economy. Given its 
intimate connection to the general public's 
daily lives, the financial industry bears an 
indispensable responsibility to offer robust 
support. 

▪ Presently, banks deploy various channels for real estate financing, 
including development loans extended to both enterprises and 
individuals through mortgage loans. Notably, the current balances 
for development and individual housing loans stand at 12.3 trillion 
yuan and 38.3 trillion yuan, respectively. The fiscal year 2023 
witnessed a substantial surge, with development loans reaching 3 
trillion yuan and housing mortgage loans soaring to 6.4 trillion yuan. 
The cumulative total of these categories nears an impressive 10 
trillion yuan. 

▪ Furthermore, banks actively engage in real estate enterprise bonds, 
with the balance of purchases culminating at 427.5 billion yuan by 
the close of the previous year. A notable uptick in bank investments 
within bonds issued by real estate enterprises is evident, surging by 
15% in 2023 compared to the preceding year. 

▪ Adding to their multifaceted involvement, banks, in 2023, extended 
merger and acquisition loans and existing loan extension facilities to 
real estate enterprises, contributing to a combined total exceeding 1 
trillion yuan. This confluence of financial strategies underscores the 
sector's dynamism and underscores the financial industry's 
commitment to bolstering the resilience and growth of the real 
estate domain. 

▪ The Hong Kong Monetary Authority (HKMA) 
and the PBoC announced measures to deepen 
cross-boundary financial cooperation. 
Measures include expanding the list of eligible 
collateral for the HKMA’s RMB Liquidity 
Facility to include onshore RMB bonds, 
further opening up of onshore repo market, 
expanding the e-CNY pilot scheme, and 
expanding cross-boundary wealth 
management connect.  

▪ According to the latest announcement, the HKMA will expand the list 
of eligible collateral for its RMB Liquidity Facility to include RMB 
bonds issued onshore by China’s Ministry of Finance and other policy 
banks. Meanwhile, the Chinese authorities are looking into further 
opening up of the onshore repo market to all foreign institutional 
investors that already have access to the China Interbank Bond 
Market. 

▪ The slew of measures help increase onshore bond liquidity, widen 
access to onshore financial market, internationalization of RMB, 
solidify Hong Kong’s role as offshore RMB centre. 
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Key Economic News 

Facts OCBC Opinions 
▪ China's industrial profit exhibited notable 

improvement as the contraction in industrial 
profit for 2023 narrowed to 2.3% year-on-year 
(yoy), a marked improvement from the 4.4% yoy 
decline recorded in the first eleven months of the 
same year. In December, industrial profit surged 
by 16.8% yoy, following a robust expansion of 
29.5% yoy in November. 

▪ Throughout 2023, electricity, heat, gas, and water production and 
supply industry and equipment manufacturing sectors witnessed 
an upswing in growth rates. Particularly, the equipment 
manufacturing industry's profits registered a 4.1% yoy increase, 
reflecting a noteworthy 2.4 percentage point surge compared to 
the preceding year. This growth contributed to a 1.4 percentage 
point overall increase in profits for industrial enterprises, marking 
an 0.8 percentage point rise from the previous year. Moreover, the 
electricity, heat, gas, and water production and supply industry 
experienced a substantial 54.7% profit surge compared to the 
previous year, contributing to a 3.1 percentage point growth in 
profits for industrial enterprises. 

▪ In 2023, among the 41 detailed industries within the industrial 
sector, 27 reported year-on-year growth in profits. Additionally, 23 
industries demonstrated an enhancement in annual profit growth 
rates compared to 2022. 

▪ The year-on-year growth rate of finished goods inventories in 
industrial enterprises increased by 0.4 percentage points to 2.1%, 
signifying the near completion of the industrial destocking process. 
However, the pace of restocking remained sluggish, and inventory 
growth persisted at a low level. This could be attributed to recent 
concerns about rising deflation. Consequently, we believe it is 
imperative for China to implement more concrete measures to 
steer the economy away from deflationary pressures. 

▪ Hong Kong: Due to lower base of comparison a 
year ago, year-on-year increase of merchandise 
exports and imports in Hong Kong widened to 
11.0% and 11.6% respectively in December (7.4% 
YoY and 7.1% YoY respectively in November). Yet, 
on sequential terms, merchandise exports fell 
marginally by 0.1%. During the month, trade 
deficit widened markedly to HK$59.9 billion (Nov: 
-HK$27.9 billion), amid sharper increase in 
imports.  

▪ Exports to Mainland China and US saw further improvement in 
December, expanding by 8.4% YoY and 25.6% YoY.  Meanwhile, 
exports to Asia in general grew by 10.9% YoY, in particular to India 
(+46.1% YoY), Thailand (+39.9% YoY), Taiwan (+39.1% YoY) and 
Vietnam (+26.5% YoY). For the whole year, merchandise exports 
and imports in Hong Kong fell by 7.8% and 5.7% year-on-year 
respectively, though faring better than our estimates. 

▪ We expect to see decent year-on-year growth in exports in coming 
months in Hong Kong, amid the still resilient global economy and 
the low base in early 2023. 

▪ Hong Kong's headline inflation rate slowed 
further to 2.4% in December (+0.1% month-on-
month), as food inflation moderated to 2.3% YoY. 
Price pressures on most components remained 
broadly in check, with the exception of meals out 
and takeaway food and clothing and footwear.  

▪ On unadjusted month-to-month terms, miscellaneous service 
(+0.7% mtm) and transport (+0.6% mtm) are the largest 
contributors to inflationary pressure, while cost of clothing and 
footwear (-2.8% mtm) fell visibly. 

▪ Netting out the effects of all government's one-off relief measures, 
the underlying inflation rate in December 2023 was 1.4%, below 
that of 1.6% in November. For 2023 as a whole, the composite CPI 
rose by 2.1% year-on-year, while underlying inflation averaged 
1.7%. Going forward, external price pressures should recede 
further, while domestic price pressures should be largely stable. 



                  GLOBAL MARKETS RESEARCH 
 
 

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 

Macro Research  

 

 

  

Selena Ling                                                                                                                                         
Head of Strategy & 
Research                                                                                                                                                  
LingSSSelena@ocbc.com  

 

Tommy Xie Dongming   
Head of Greater China Research   
XieD@ocbc.com  

 

Keung Ching (Cindy)   
Hong Kong & Macau   
cindyckeung@ocbc.com  

 

Herbert Wong 
Hong Kong & Macau 
herberthtwong@ocbc.com  

Lavanya Venkateswaran   
Senior ASEAN Economist 
lavanyavenkateswaran@ocbc.com  
 

Ahmad A Enver   
ASEAN Economist 
ahmad.enver@ocbc.com   
 

Jonathan Ng   
ASEAN Economist 
JonathanNg4@ocbc.com   
 

Ong Shu Yi   
ESG   
ShuyiOng1@ocbc.com   
 

FX/Rates Strategy 

Christopher Wong   
FX Strategist   
christopherwong@ocbc.com   

Frances Cheung, CFA                                                                                                                                         
Rates Strategist                                                                                                                                                  
FrancesCheung@ocbc.com  

 

Credit Research 

Andrew Wong   
Credit Research Analyst   
WongVKAM@ocbc.com    

Ezien Hoo   
Credit Research Analyst   
EzienHoo@ocbc.com     

Wong Hong Wei   
Credit Research Analyst  
WongHongWei@ocbc.com      

Chin Meng Tee   
Credit Research Analyst  
MengTeeChin@ocbc.com     



                  GLOBAL MARKETS RESEARCH 
 
 

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram! 

 

This publication is solely for information purposes only and may not be published, circulated, reproduced or distributed in whole or in part to any other person 
without our prior written consent. This publication should not be construed as an offer or solicitation for the subscription, purchase or sale of the 
securities/instruments mentioned herein. Any forecast on the economy, stock market, bond market and economic trends of the markets provided is not 
necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled from 
sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at 
the time of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should  not act on it without first 
independently verifying its contents. The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any opinion 
or estimate contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the 
investment objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no 
liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or 
opinion or estimate. This publication may cover a wide range of topics ad is not intended to be a comprehensive study or to provide any recommendation or 
advice on personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific  advice concerning individual 
situations. Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your specific investment 
objectives, financial situation or particular needs before you make a commitment to purchase the investment product. OCBC Bank, its related companies, their 
respective directors and/or employees (collectively “Related Persons”) may or might have in the future interests in the investment products or the issuers 
mentioned herein. Such interests include effecting transactions in such investment products, and providing broking, investment banking and other financial 
services to such issuers. OCBC Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products. This report is 
intended for your sole use and information. By accepting this report, you agree that you shall not share, communicate, distribute, deliver a copy of or otherwise 
disclose in any way all or any part of this report or any information contained herein (such report, part thereof and information, “Relevant Materials”) to any 
person or entity (including, without limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such pers on or entity, a 
“Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to share, communicate, distribute, deliver or otherwise 
disclose any Relevant Materials to any Relevant Entity that is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s 
Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any jurisdiction. 
No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, regulation, guidance or similar 
(including, without limitation, MiFID II, as implemented in any jurisdiction).  
 
Co.Reg.no.: 193200032W 

 


