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Greater China — Week in Review  
14 July 2025

 
Highlights: Narrative and policy hopes  

 
China’s Shanghai Composite Index ended the week above the 3,500 mark for the 
first time since early 2022, defying persistent concerns over the ongoing 
disinflationary trend. 
 
June’s Producer Price Index (PPI) declined by 3.6% year-on-year, missing market 
expectations of a 3.3% drop and remaining firmly in negative territory, signaling 
continued weakness in industrial prices. However, the slower-than-expected pace 
of recovery may be reinforcing expectations for stronger policy support. Indeed, 
much of the recent market rally has been driven by policy optimism, ranging from 
the emerging “anti-involution” narrative to renewed hopes for stabilization in the 
property sector.  
 
On June 29, 2025, the People’s Daily published an article titled “Achieving High-
Quality Development by Breaking ‘Involution-Type’ Competition”, which 
emphasized that “multiple measures by government departments and coordinated 
efforts from relevant parties” will be key to advancing anti-involution governance. 
This marks a notable departure from the supply-side reforms in 2015-16, which 
were predominantly government-led. The current anti-involution campaign is 
positioned as a joint effort between the government and market participants. 
 
Industries currently targeted under this governance framework fall into two broad 
categories. First are traditional sectors such as cement, steel, aluminum, petroleum, 
chemicals, and coal-fired power. Second are fast-growing emerging industries, 
including photovoltaics, lithium batteries, new energy storage, new energy vehicles, 
and e-commerce platforms. 
 
Based on recent policies and regulatory meetings, the approach varies by industry 
structure. In sectors with a high concentration of state-owned enterprises—such as 
steel, coal, aluminum, and coal-fired power—administrative tools like production 
curbs and capacity reduction remain the primary instruments. In contrast, 
industries dominated by private enterprises, such as photovoltaics, new energy 
vehicles, energy storage, and cement, are more reliant on industry association-led 
self-regulation and market-based discipline. 
 
Overall, the rollout of anti-involution measures is expected to be more gradual 
compared to previous supply-side reforms. As such, the short-term impact may be 
more catalytic in shaping sentiment than in delivering immediate fundamental 
improvements. 
 
Despite the improvement in June, CPI for 1H 2025 remained in slight deflation at -
0.1% YoY, with core inflation staying below 0.5%, underscoring the persistent 
challenges along China’s reflation path. The prolonged downturn in the property 
sector—now entering its fourth year—continues to erode household wealth and 
dampen consumer confidence. 
 

Tommy Xie Dongming   
Head of Asia Macro Research   
xied@ocbc.com  

Keung Ching (Cindy)   
Greater China Economist 
cindyckeung@ocbc.com  

mailto:xied@ocbc.com
mailto:cindyckeung@ocbc.com


                  GLOBAL MARKETS RESEARCH 

 Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram!  2 

  

For the first half of the year, PPI fell 2.8% YoY—0.6 percentage points deeper than 
the contraction recorded in 2023. The weakness was driven by a combination of 
lower global commodity prices and sustained domestic pressures, including the 
property downturn and lackluster consumer demand. 
 
Looking ahead, the ongoing downturn in pork prices suggests that CPI inflation will 
remain subdued in 2H 2025. Should external demand soften further, exporters may 
divert more inventory into the domestic market, adding deflationary pressure. 
While recent anti-“involution” policies may lend some marginal price support, the 
broader reflation process will hinge on sustained and coordinated policy support. 
Fiscal expansion and monetary easing will remain critical tools in guiding the 
economy out of deflation in the months ahead. 
 
For this week, the focus will be on China’s hard data including June trade data today 
and second quarter GDP tomorrow.  
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Key Development 

Facts OCBC Opinions 

▪ On June 29, 2025, the People’s Daily 
published an article titled “Achieving High-
Quality Development by Breaking 
‘Involution-Type’ Competition”, which 
emphasized that “multiple measures by 
government departments and coordinated 
efforts from relevant parties” will be key to 
advancing anti-involution governance. 

▪ This marks a notable departure from the supply-side reforms of 
the past, which were predominantly government-led. The current 
anti-involution campaign is positioned as a joint effort between 
the government and market participants. 

▪ Industries currently targeted under this governance framework 
fall into two broad categories. First are traditional sectors such as 
cement, steel, aluminum, petroleum, chemicals, and coal-fired 
power. Second are fast-growing emerging industries, including 
photovoltaics, lithium batteries, new energy storage, new energy 
vehicles, and e-commerce platforms. 

▪ Based on recent policies and regulatory meetings, the approach 
varies by industry structure. In sectors with a high concentration 
of state-owned enterprises—such as steel, coal, aluminum, and 
coal-fired power—administrative tools like production curbs and 
capacity reduction remain the primary instruments. In contrast, 
industries dominated by private enterprises—such as 
photovoltaics, new energy vehicles, energy storage, and cement—
are more reliant on industry association-led self-regulation and 
market-based discipline. 

▪ Overall, the rollout of anti-involution measures is expected to be 
more gradual compared to previous supply-side reforms. As such, 
the short-term impact may be more catalytic in shaping sentiment 
than in delivering immediate fundamental improvements. 

 

Key Economic News 

Facts OCBC Opinions 

▪ China’s CPI returned to positive territory in 
June, broadly in line with market 
expectations. 

▪ The improvement was partially driven by food prices, as the usual 
seasonal decline was smaller than expected—mainly due to heavy 
rainfall and high temperatures pushing up vegetable prices. Rising 
global oil prices also contributed to higher energy costs. 
Meanwhile, domestic consumption-supportive policies lent 
strength to prices of automobiles and home appliances. Notably, 
prices of cultural and entertainment durable goods, home textiles, 
and household appliances rose by 2.0%, 2.0%, and 1.0% YoY, 
respectively. 

▪ Despite the improvement in June, CPI for 1H 2025 remained in 
slight deflation at -0.1% YoY, with core inflation staying below 
0.5%, underscoring the persistent challenges along China’s 
reflation path. The prolonged downturn in the property sector—
now entering its fourth year—continues to erode household 
wealth and dampen consumer confidence. 

▪ On the producer side, PPI contracted by -3.6% YoY in June, below 
market expectations. MoM, prices fell 0.4% for the fourth 
consecutive month. Despite a rebound in global oil prices, weak 
momentum persisted across upstream sectors, reflecting 
deteriorating supply-demand dynamics in specific industries. 
Inclement weather also weighed on construction activity, further 
depressing prices of materials like steel and cement. 

▪ For the first half of the year, PPI fell 2.8% YoY—0.6 percentage 
points deeper than the contraction recorded in 2023. The 
weakness was driven by a combination of lower global commodity 
prices and sustained domestic pressures, including the property 
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downturn and lackluster consumer demand. 
▪ Looking ahead, the ongoing downturn in pork prices suggests that 

CPI inflation will remain subdued in 2H 2025. Should external 
demand soften further, exporters may divert more inventory into 
the domestic market, adding deflationary pressure. While recent 
anti-“involution” policies may lend some marginal price support, 
the broader reflation process will hinge on sustained and 
coordinated policy support. Fiscal expansion and monetary easing 
will remain critical tools in guiding the economy out of deflation in 
the months ahead. 
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This report is solely for information purposes and general circulation 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 report should not be constru ed as an offer or solicitation for the subscription, purchase or sale of the 
securities/instruments mentioned herein or to participate in any particular trading or investment strategy. Any forecast on t he 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 report 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 report 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 report may cover a wide range of topics and is not intended to be a comprehensive 
study or to provide any recommendation or advice on personal investing or financial planning. Accordingly, it should not be relied on or treated as a substitute f or 
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. In the event that 
you choose not to seek advice from a financial adviser, you should consider whether the investment product mentioned herein is suitable for you. Oversea-Chinese 
Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OCBC Investment Research Private Limited (“OIR” ), OCBC Securities Private 
Limited (“OSPL”) and their respective 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 or securities related services to such issuers as well as other parties generally. OCBC Bank and its Related 
Persons may also be related to, and receive fees from, providers of such investment products. There may be conflicts of interest between OCBC Bank, BOS, OIR, 
OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank and its analyst(s) are not aware due 
to OCBC Bank’s Chinese Wall arrangement. 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, a ffiliate, parent entity, subsidiary entity 
or related entity) (any such person 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 Releva nt Entity with 
any law, rule, regulation, guidance or similar (including, without limitation, MiFID II, as implemented in any jurisdiction). 
 
The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, 
markets or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance. 
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Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible 
for delivery of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in 
this document that do not relate to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall be 
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