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Greater China – Week in Review 

Highlights: More monetary supports   

 

Despite the high base in December 2024 caused by front-loading ahead of 
President Trump’s inauguration, China’s exports in US dollar terms once 
again surprised to the upside, rising 6.6% YoY in December 2025. Notably, 
the anticipated drag from earlier front-loaded shipments, tighter re-export 
controls, and RMB appreciation has so far been limited, highlighting the 
underlying resilience of China’s export sector.  
 
The full-year 2025 goods trade surplus climbed to an unprecedented 
US$1.19tn. In our view, the pace of trade integration between China and 
ASEAN has exceeded expectations and will remain a key structural support 
for China’s external sector. Looking ahead, we expect China’s exports to 
grow by around 3% in 2026, assuming no major global economic shock, 
helping the economy weather an increasingly uncertain external 
environment. We will publish a separate report to share our observations 
about China’s resilient supply chain integration.  
 
Nevertheless, China’s credit expansion remained sluggish. New Yuan 
lending has now posted six consecutive months of YoY contraction, driven 
primarily by continued household-sector deleveraging. Household loans 
declined by RMB 91.6bn, RMB 441.6bn less YoY, marking the third 
consecutive month of negative growth. Both short-term and medium-to-
long-term household lending contracted, underscoring ongoing weakness 
in consumption and the property sector.  
 
M2 growth accelerated sharply by 0.5ppt to 8.5%, while M1 growth slowed 
by 1.1ppt to 3.8%, widening the M2–M1 growth gap to 4.7ppt. The rebound 
in M2 points to ample system liquidity, but the continued weakness in M1 
suggests subdued short-term corporate activity and transaction demand. 
 
The weak credit and monetary expansion warrant further monetary 
support. The People’s Bank of China (PBoC) last week unveiled a 
comprehensive policy “combination package” aimed at supporting high-
quality economic development. Key measures include a 25bp cut in 
relending and rediscount rates, alongside the consolidation of agriculture- 
and SME-supporting relending quotas with rediscount quotas. In addition, 
the PBoC raised the agriculture- and SME-focused relending quota by RMB 
500bn. 
 
Both external and domestic constraints on further monetary easing have 
largely been lifted. According to PBoC Deputy Governor Zou Lan, external 
pressures are manageable: the RMB exchange rate has remained broadly 
stable, while the U.S. dollar has entered a rate-cut cycle, implying that 
exchange-rate considerations are unlikely to materially constrain additional 
easing. 
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On the domestic front, Zou noted that bank net interest margins (NIMs) 
have shown clear signs of stabilization, holding at 1.42% for two consecutive 
quarters since 2025. Looking ahead to 2026, a meaningful volume of long-
tenor deposits, including three-year and five-year deposits, will mature and 
be repriced at lower rates. Combined with the PBoC’s reductions in 
relending facility rates, these factors should lower banks’ funding costs and 
anchor NIM stability, thereby creating additional room for further policy 
rate cuts. 
 
Importantly, the PBOC stated it would “conduct government bond trading 
in a flexible manner” to ensure bonds are issued smoothly and at reasonable 
costs. This highlights that fiscal funding costs have become a key 
consideration in monetary operations. In practice, this implies the central 
bank is likely to manage bond yield volatility to prevent expansionary fiscal 
policy from being undermined by rising interest rates—effectively signaling 
closer monetary–fiscal coordination to support fiscal expansion. 
 
December FX settlement data suggest that a key factor underpinning the 
RMB last month was a rising willingness—particularly among exporters—to 
sell foreign currency. 
 
The willingness to sell foreign currency rose sharply to 69% in December 
from 61% in November. Interestingly, this improvement in conversion 
willingness was not accompanied by higher trading activity: daily FX trading 
volumes declined in December, while onshore foreign-currency deposits 
continued to rise, increasing to US$884.99bn from US$880.98bn in 
November. 
 
This divergence suggests that corporates are still accumulating foreign-
currency assets despite a higher propensity to sell, implying that there 
remains further upside potential for conversion willingness. In our view, this 
residual buffer should continue to provide near-term support for the RMB, 
even in the absence of a material pickup in FX trading volumes. 
 
Risk sentiment in Hong Kong equity market remained buoyant, and trading 
activities turned much more fervent with average daily market turnover 
standing at 301 billion last week (vs average daily turnover in Dec 25 at 186 
billion). However, Chinese authorities’ decision to raise the minimum margin 
requirement for financing securities purchase and clamp down on high 
frequency trading left a mild dent on sentiment. 
 
Overweighing Hong Kong stocks has been a crowded call this year, and the 
strategy has worked out quite well so far.  Hang Seng Index climbed to the high 
of 27,206.84 last Thursday, refreshing three-month high, led by rallies in 
property and tech sectors. 
 
Riding on the positive risk sentiment, fund raising demand should remain 
exuberant with more quality dual A-H listings. The total fund raised through 
IPO is expected to reach HKD350 billion this year, up from HKD286 billion last 
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year. So far this year, the market has already seen a wave of IPO applications 
from AI related firms.  
 
Sustained equity market rally and further gain in housing prices will likely 
stimulate domestic consumption in Hong Kong this year via positive wealth 
effect. We pitched Hong Kong’s 2026 GDP growth at 2.6%. 
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Key Development 

Facts OCBC Opinions 

▪ The People’s Bank of China (PBoC) unveiled 
a comprehensive policy “combination 
package” aimed at supporting high-quality 
economic development. Key measures 
include a 25bp cut in relending and 
rediscount rates, alongside the 
consolidation of agriculture- and SME-
supporting relending quotas with 
rediscount quotas. In addition, the PBoC 
raised the agriculture- and SME-focused 
relending quota by RMB 500bn. 

▪ Within this expanded framework, a 
dedicated RMB 1trn relending facility has 
been earmarked specifically for private 
enterprises, with an emphasis on small and 
medium-sized private firms. The central 
bank also increased the quota for the 
technology innovation and technological 
upgrading relending facility by RMB 400bn, 
while broadening the scope of eligible 
uses. 

▪ Complementing these measures, the PBoC 
extended the coverage of its carbon-
emissions reduction support tool and 
lowered the minimum down-payment 
ratio for commercial property purchase 
loans to 30%, signalling a more targeted 
and multi-pronged approach to easing 
financial conditions and supporting 
structural upgrading. 

▪ This sends a clear signal that policy remains focused on 
stabilizing growth and expectations. The central bank also 
reiterated that there remains room for further RRR and policy 
rate cuts, reinforcing its easing bias. 

▪ Both external and domestic constraints on further monetary 
easing have largely been lifted. According to PBoC Deputy 
Governor Zou Lan, external pressures are manageable: the RMB 
exchange rate has remained broadly stable, while the U.S. dollar 
has entered a rate-cut cycle, implying that exchange-rate 
considerations are unlikely to materially constrain additional 
easing. 

▪ On the domestic front, Zou noted that bank net interest margins 
(NIMs) have shown clear signs of stabilization, holding at 1.42% 
for two consecutive quarters since 2025. Looking ahead to 2026, 
a meaningful volume of long-tenor deposits, including three-year 
and five-year deposits, will mature and be repriced at lower 
rates. Combined with the PBoC’s reductions in relending facility 
rates, these factors should lower banks’ funding costs and 
anchor NIM stability, thereby creating additional room for 
further policy rate cuts. 

▪ Importantly, the PBOC stated it would “conduct government 
bond trading in a flexible manner” to ensure bonds are issued 
smoothly and at reasonable costs. This highlights that fiscal 
funding costs have become a key consideration in monetary 
operations. In practice, this implies the central bank is likely to 
manage bond yield volatility to prevent expansionary fiscal policy 
from being undermined by rising interest rates—effectively 
signaling closer monetary–fiscal coordination to support fiscal 
expansion. 

▪ Risk sentiment in Hong Kong equity market 
remained buoyant, and trading activities 
turned much more fervent with average 
daily market turnover standing at 301 
billion last week (vs average daily turnover 
in Dec 25 at 186 billion). However, Chinese 
authorities’ decision to raise the minimum 
margin requirement for financing 
securities purchase and clamp down on 
high frequency trading left a mild dent on 
sentiment. 

▪ Overweighing Hong Kong stocks has been a crowded call this 
year, and the strategy has worked out quite well so far.  Hang 
Seng Index climbed to the high of 27,206.84 last Thursday, 
refreshing three-month high, led by rallies in property and tech 
sectors. 

▪ Riding on the positive risk sentiment, fund raising demand 
should remain exuberant with more quality dual A-H listings. The 
total fund raised through IPO is expected to reach HKD350 billion 
this year, up from HKD286 billion last year. So far this year, the 
market has already seen a wave of IPO applications from AI 
related firms.  

▪ Sustained equity market rally and further gain in housing prices 
will likely stimulate domestic consumption this year via positive 
wealth effect. We pitched Hong Kong’s 2026 GDP growth at 
2.6%. 

 

Key Economic News 

Facts OCBC Opinions 
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▪ Despite the high base in December 2024 
caused by front-loading ahead of President 
Trump’s inauguration, China’s exports in 
US dollar terms once again surprised to the 
upside, rising 6.6% YoY in December 2025. 

▪ Exports to the US declined sharply, falling 30% YoY, reflecting 
ongoing trade frictions and structural decoupling pressures. That 
said, this weakness was more than offset by robust growth in 
other markets. Exports to ASEAN, Latin America, and other BRICS 
economies rose 11.1% YoY, 9.8% YoY, and 12.0% YoY, 
respectively, underscoring China’s continued success in market 
diversification. 

▪ Notably, the anticipated drag from earlier front-loaded 
shipments, tighter re-export controls, and RMB appreciation has 
so far been limited, highlighting the underlying resilience of 
China’s export sector. On the import side, December data also 
surprised to the upside, driven by strong demand for 
semiconductors and crude oil. The import value of electronic 
integrated circuits surged 16.6% YoY, while crude oil imports by 
volume jumped 17% YoY to a record high, suggesting ongoing 
stockpiling activity that is likely to continue underpinning 
imports in the near term. 

▪ As a result, China’s trade surplus in December reached a record 
US$114.1bn, while the full-year 2025 surplus climbed to an 
unprecedented US$1.19tn. In our view, the pace of trade 
integration between China and ASEAN has exceeded 
expectations and will remain a key structural support for China’s 
external sector. Looking ahead, we expect China’s exports to 
grow by around 3% in 2026, assuming no major global economic 
shock, helping the economy weather an increasingly uncertain 
external environment. 

▪ In December, new RMB loans totaled RMB 
910bn, RMB 80bn less YoY, but still better 
than market expectations. 

▪ New lending has now posted six consecutive months of YoY 
contraction, driven primarily by continued household-sector 
deleveraging. 

▪ Household loans declined by RMB 91.6bn, RMB 441.6bn less YoY, 
marking the third consecutive month of negative growth. Both 
short-term and medium-to-long-term household lending 
contracted, underscoring ongoing weakness in consumption and 
the property sector. 

▪ By contrast, the corporate sector showed a notable 
improvement. Corporate loans increased by RMB 1.07trn, RMB 
580bn more YoY, with medium-to-long-term corporate lending 
rising by RMB 330bn, RMB 290bn more YoY. This points to a 
marginal recovery in corporate financing demand, likely 
supported by the rollout and transmission of policy-based 
financial instruments. 

▪ Aggregate social financing increased by RMB 2.21trn, RMB 
646.2bn less YoY, also beating market expectations. The TSF 
stock growth rate edged down to 8.3%, 0.2ppt lower MoM. 

▪ The moderation was mainly driven by weaker government bond 
issuance. Government bond net financing totaled RMB 683.3bn, 
RMB 1.07trn less YoY, making it the largest drag on TSF growth. 
This largely reflects a high base effect, following the front-loaded 
issuance of debt-swap bonds at end-2024. 

▪ M2 growth accelerated sharply by 0.5ppt to 8.5%, while M1 
growth slowed by 1.1ppt to 3.8%, widening the M2–M1 growth 
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gap to 4.7ppt. The rebound in M2 points to ample system 
liquidity, but the continued weakness in M1 suggests subdued 
short-term corporate activity and transaction demand. 

▪ Chinese banks sold US$318bn of foreign 
currency while purchasing US$217.9bn, 
resulting in a net sale of roughly US$100bn, 
the highest monthly reading on record. 

▪ December FX settlement data suggest that a key factor 
underpinning the RMB last month was a rising willingness—
particularly among exporters—to sell foreign currency. 

▪ The willingness to sell foreign currency rose sharply to 69% in 
December from 61% in November. Interestingly, this 
improvement in conversion willingness was not accompanied by 
higher trading activity: daily FX trading volumes declined, while 
onshore foreign-currency deposits continued to rise, increasing 
to US$884.99bn from US$880.98bn in November. 

▪ This divergence suggests that corporates are still accumulating 
foreign-currency assets despite a higher propensity to sell, 
implying that there remains further upside potential for 
conversion willingness. In our view, this residual buffer should 
continue to provide near-term support for the RMB, even in the 
absence of a material pickup in FX trading volumes. 
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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 construed 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 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 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 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. 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 issue rs 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, affiliate, parent entity, 

subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance o r 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). 

 

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. 

 

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 understood 

as neither given nor endorsed. 

 

Co.Reg.no.: 193200032W 

 

 

Disclaimers  

 

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (the “Bank”) and Oversea-Chinese 

Banking Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). The Bank and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect 

or consequential) that may arise from, or in connection with, any use of or reliance on any information contained in or derived from this material, or any omission from 
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