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Greater China — Week in Review  
30 June 2025

 
Highlights: Mixed pictures 

 
The Chinese economy continued to paint a mixed picture in the month of June. On 
one hand, the economy remained resilient. For example, in the second quarter 
monetary policy meeting, China's central bank's official assessment of its domestic 
economic outlook has shifted from the more cautious “generally stable with steady 
progress” to a notably more optimistic tone of “showing an improving trend with 
continuously rising social confidence.”  
 
On the other hand, the hard data showed that challenges remain. For example, 
China’s industrial profit growth turned negative in the first five months of 2025, 
contracting by 1.1% YoY after posting a 1.4% increase in the first four months.  
 
The key problem lies in the low inflation. The performance of durable goods sectors 
of industrial profit—particularly automobiles and furniture—acted as a drag. 
Despite robust car sales in volume terms, the ongoing price war significantly eroded 
profit margins.  
 
The weaker-than-expected industrial profit data for May highlights a broader 
challenge facing the Chinese economy: persistently weak nominal GDP growth, 
even as real activity remains relatively resilient. Current reflation efforts have 
yielded only limited results, suggesting that more forceful and coordinated policy 
action is needed.  
 
While the overall tone on growth has become more upbeat, policymakers have 
concurrently acknowledged the persistence of structural challenges—particularly 
the ongoing pressure of low inflation. Regarding the property market, the policy 
stance has moved from “promoting a stabilization and recovery” to “further 
consolidating the stabilizing trend,” in line with the messaging from the April 
Politburo meeting.  
 
Taken together, the updated language suggests growing confidence in the 
economy’s recovery trajectory, but also highlights the need for continued policy 
support. With price levels still subdued, the central bank retains room to further 
reduce interest rates if needed. In our view, a combination of stronger fiscal 
expansion and further monetary easing will be necessary to lift the economy out of 
its current disinflationary trap. 
 
Hong Kong’s weak-side convertibility undertaking (CU) was triggered last week, and 
the HKMA stepped in and bought a total of HKD9.42bn (relatively small amount 
comparing with the liquidity injection of around HKD130bn in early May). 
Correspondingly, the Aggregate Balance would fall to HKD164 bn, from that of 
HKD173 bn earlier.  
 
HIBORs were little changed following the triggering of CU, as the HKD liquidity 
remained flush with the Aggregate Balance still at an elevated level. Given the still 
wide rates differential and persistent upward pressure on USDHKD, we do not rule 
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out sustained carry trades and repeated FX interventions down the road. We also 
expect the FX interventions will push HIBORs higher in periods ahead. 
Hong Kong’s merchandise exports and imports expanded by faster paces of 15.5% 
YoY and 18.9% YoY respectively in May, against the lower base a year ago. However, 
in sequential terms, exports edged down by 0.1% MoM, as decline in exports to 
Mainland and US more than offset the increase in exports to other major Asian 
markets. During the period, trade balance deficit widened to HKD27.3 billion, from 
that of HKD16.0 billion in April.  
 
We expect to see revival in of export front-loading flows in periods ahead, amid US-
China trade truce. Nonetheless, Hong Kong’s trade performance is expected to 
weaken in the second half, due to the high base a year ago and the slowing global 
growth. 
Hong Kong’s housing market is showing broadening signs of stabilization, sharp fall 
in interest rates, increased end-user demand and narrowing buy-rent gap. Housing 
prices flatlined in May, while rents extended the recent rally. The residential 
property rental index rose further by 0.7% MoM in May (0.4% MoM in April), 
widening the year-to-date gain to 1.4%. 
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Key Development 

Facts OCBC Opinions 

▪ In the second quarter monetary policy 
meeting, China's central bank's official 
assessment of its domestic economic 
outlook has shifted from the more cautious 
“generally stable with steady progress” to 
a notably more optimistic tone of “showing 
an improving trend with continuously 
rising social confidence.”  

▪ This upgrade in sentiment is also reflected in the evolving language 
around monetary policy. Previously framed as “lowering the RRR 
and interest rates at an appropriate time,” the current guidance 
emphasizes “flexibly managing the strength and pace of policy 
implementation,” signaling greater discretion and responsiveness. 

▪ While the overall tone on growth has become more upbeat, 
policymakers have concurrently acknowledged the persistence of 
structural challenges—particularly the ongoing pressure of low 
inflation. Regarding the property market, the policy stance has 
moved from “promoting a stabilization and recovery” to “further 
consolidating the stabilizing trend,” in line with the messaging 
from the April Politburo meeting.  

▪ Taken together, the updated language suggests growing 
confidence in the economy’s recovery trajectory, but also 
highlights the need for continued policy support. With price levels 
still subdued, the central bank retains room to further reduce 
interest rates if needed.  

▪ On June 25, the People’s Bank of China 
(PBoC) conducted a CNY300 billion one-
year Medium-term Lending Facility (MLF) 
operation. 

▪ With CNY182 billion in MLF maturing this month, the operation 
resulted in a net injection of CNY118 billion in medium- to long-
term liquidity. This marks the fourth net MLF injection year-to-
date and aligns with the PBoC’s recent buyout-style reverse repo 
operations, underscoring its commitment to maintaining ample 
and stable liquidity conditions within the financial system.  

▪ Hong Kong: Weak-side convertibility 
undertaking (CU) was triggered last week, 
and the HKMA stepped in and bought a 
total of HKD9.42bn (relatively small 
amount comparing with the liquidity 
injection of around HKD130bn in early 
May). Correspondingly, the Aggregate 
Balance would fall to HKD164 bn, from that 
of HKD173 bn earlier.  

▪ HIBORs were little changed following the triggering of CU, as the 
HKD liquidity remained flush with the Aggregate Balance still at an 
elevated level. Given the still wide rates differential and persistent 
upward pressure on USDHKD, we do not rule out sustained carry 
trades and repeated FX interventions down the road. We also 
expect the FX interventions will push HIBORs higher in periods 
ahead. 

 

Key Economic News 

Facts OCBC Opinions 
▪ China’s industrial profit growth turned 

negative in the first five months of 2025, 
contracting by 1.1% YoY after posting a 
1.4% increase in the first four months. 

▪ Equipment manufacturing and high-tech industries continued to 
contribute positively to overall profit growth. However, the 
performance of durable goods sectors—particularly automobiles 
and furniture—acted as a drag. Despite robust car sales in volume 
terms, the ongoing price war significantly eroded profit margins. 

▪ The weaker-than-expected industrial profit data for May highlights 
a broader challenge facing the Chinese economy: persistently 
weak nominal GDP growth, even as real activity remains relatively 
resilient. Current reflation efforts have yielded only limited results, 
suggesting that more forceful and coordinated policy action is 
needed. In our view, a combination of stronger fiscal expansion 
and further monetary easing will be necessary to lift the economy 
out of its current disinflationary trap.Overall, the combination of 
resilient industrial production, strong consumer goods sales, and 
robust equipment investment suggests that China’s second-
quarter GDP is likely to remain above 5% year-on-year. 
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▪ Hong Kong: Merchandise exports and 
imports expanded by faster paces of 15.5% 
YoY and 18.9% YoY respectively in May, 
against the lower base a year ago. 
However, in sequential terms, exports 
edged down by 0.1% MoM, as decline in 
exports to Mainland and US more than 
offset the increase in exports to other 
major Asian markets. During the period, 
trade balance deficit widened to HKD27.3 
billion, from that of HKD16.0 billion in 
April.  

▪ Breaking down, exports to major trading partners showed mixed 
performance. Total merchandise exports to Asia as a whole grew 
by 21.8% YoY, while exports to US plummeted by 18.4% YoY. 

▪ We expect to see revival in of export front-loading flows in periods 
ahead, amid US-China trade truce. Nonetheless, Hong Kong’s 
trade performance is expected to weaken in the second half, due 
to the high base a year ago and the slowing global growth. 

  

▪ Hong Kong’s housing market is showing 
broadening signs of stabilization, sharp fall 
in interest rates, increased end-user 
demand and narrowing buy-rent gap. 
Housing prices flatlined in May, while rents 
extended the recent rally. The residential 
property rental index rose further by 0.7% 
MoM in May (0.4% MoM in April), 
widening the year-to-date gain to 1.4%. 

▪ Analyzed by flat size, the rental indexes of mass-market and 
medium-sized properties (Class A, B and C; below saleable area of 
100 square meter) and large-sized properties (Class D and E; 
saleable area of 100 square metre or above) rose further by 0.7% 
MoM and 0.6% MoM respectively.  

▪ Trading activities quieted somewhat in May, recording 5,694 
cases, but remained above the monthly average in 2024at 4,425 
cases, amid increase in launches of primary projects. 
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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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