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Greater China – Week in Review 

Highlights: Easing through the policy 
framework, not outright rate cuts       

 

China's equity markets extended their losses last week, with the CSI 300 
entering bear-market territory after falling more than 20% from its peak. The 
sell-off was led by growth and technology stocks. The Hang Seng Tech Index has 
plunged more than 29% YTD, while China's ChiNext Index has fallen more than 
14% MTD. Notably, the selling pressure persisted despite better-than-expected 
3Q economic data and further signals of monetary policy easing from the PBOC. 
 
China's monetary easing is increasingly taking the form of policy framework 
reforms rather than outright interest rate cuts. PBOC Governor Pan Gongsheng 
signalled a shift in the central bank's main policy rate benchmark from the 
seven-day reverse repo rate to the overnight repo rate, reflecting the growing 
dominance of overnight transactions, which now account for more than 80% of 
interbank repo trading. Meanwhile, the benchmark Loan Prime Rate (LPR) 
remained unchanged for the 17th consecutive month, underscoring the PBOC's 
preference for more targeted and structural adjustments over broad-based rate 
cuts. 
 
The proposed framework could also strengthen monetary policy transmission 
to the real economy. Financially sound corporates may be able to negotiate with 
banks to price floating-rate loans against either the interbank overnight pledged 
repo rate (DR001) or the loan prime rate (LPR), while the LPR could continue 
serving as the benchmark for small-business and household loans. The PBOC 
plans to issue further guidance in due course. By linking corporate lending rates 
more directly to money-market conditions, the reform could improve the speed 
and effectiveness of monetary policy transmission. It may also create room for 
lower financing costs for creditworthy borrowers, even without an outright 
policy rate cut, although the actual benefits will depend on banks' lending 
spreads and pricing practices. 
 
China’s economic growth reaccelerated to 4.5% YoY in 3Q26 from 4.3% in 2Q26, 
demonstrating resilience despite rising energy prices. This brought GDP growth 
in the first three quarters of 2026 to 4.6%. China’s economic growth 
reaccelerated to 4.5% YoY in 3Q26 from 4.3% in 2Q26, demonstrating resilience 
despite rising energy prices. This brought GDP growth in the first three quarters 
of 2026 to 4.6%.  
 
With the annual growth target increasingly within reach, the more important 
question is shifting from whether China can meet its 2026 growth target to 
whether it can successfully transition from traditional growth engines to a more 
sustainable growth model. Beneath the headline resilience, the divergence 
between external and domestic demand remains pronounced. 
 
With household consumption unlikely to deliver a meaningful acceleration in 
the near term, investment has become increasingly important in supporting 
domestic demand. However, the latest data suggest that investment itself is 
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facing broadening headwinds. 
 
The contribution of net exports to growth rose to 26.1% in the first three 
quarters of 2026, up from 17.0% in the first half, while the contribution from 
capital formation declined to 28.3% from 36.2% over the same period. 
 
The more fundamental challenge, in our view, lies in the continued 
deterioration in private investment, which reflects persistent concerns about 
the business operating environment and weak corporate confidence. 
 
Private fixed asset investment contracted by 10.4% YoY in the first three 
quarters. Even excluding property investment, private investment declined by 
6.7% YoY, underscoring the breadth of the weakness. The contraction suggests 
that private businesses remain reluctant to commit capital despite ongoing 
policy efforts to stabilise expectations and promote private sector 
development. 
 
Corporate cash-flow pressures also remain evident. The average collection 
period for accounts receivable among industrial enterprises increased to 72.2 
days in August from 71.9 days in July, despite efforts to curb involution and 
address prolonged payment cycles. This suggests that policy initiatives aimed at 
tackling so-called involution-style competition have yet to translate into a 
meaningful improvement in corporate operating conditions. 
 
The AI boom has provided China with a valuable window of opportunity to 
restructure its growth model. Strong AI-related exports and investment have 
helped cushion the economy against weakness in traditional sectors, reducing 
the immediate pressure for aggressive policy stimulus. 
 
For growth to become more sustainable from 2027 onwards, policy priorities 
will need to extend beyond near-term stimulus towards rebuilding private 
sector confidence and strengthening household demand. Improving the 
business operating environment, addressing prolonged corporate payment 
cycles and restoring private investment appetite will be particularly important. 
At the same time, more effective measures to support household incomes and 
consumption will be needed to reduce the economy's reliance on external 
demand and policy-driven investment. 
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Key Event 

Facts OCBC Opinions 

▪ PBOC Governor Pan Gongsheng signalled a 
shift in the central bank's main policy rate 
benchmark from the seven-day reverse 
repo rate to the overnight repo rate, 
reflecting the growing dominance of 
overnight transactions, which now account 
for more than 80% of interbank repo 
trading. Meanwhile, the benchmark Loan 
Prime Rate (LPR) remained unchanged for 
the 17th consecutive month.  

▪ The proposed framework could also strengthen monetary policy 
transmission to the real economy. Financially sound corporates 
may be able to negotiate with banks to price floating-rate loans 
against either the interbank overnight pledged repo rate (DR001) 
or the loan prime rate (LPR), while the LPR could continue serving 
as the benchmark for small-business and household loans. The 
PBOC plans to issue further guidance in due course. By linking 
corporate lending rates more directly to money-market 
conditions, the reform could improve the speed and 
effectiveness of monetary policy transmission. It may also create 
room for lower financing costs for creditworthy borrowers, even 
without an outright policy rate cut, although the actual benefits 
will depend on banks' lending spreads and pricing practices. 
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Disclaimers  

 

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 

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, 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 or similar. In particular, you agree not to share, commun icate, 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, OSPL and their respective connected and associated corporations shall be understood as 

neither given nor endorsed. 
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Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited  

 

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

Banking Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). BOS 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 this 

material, other than where such loss is caused solely by BOS’ or OCBC Bank’s wilful default or gross negligence. 

 

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it to you. 

 

For BOS clients in the United Kingdom: 

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not constitute investment advice, 

a personal recommendation, or an offer or solicitation to buy or sell any financial instruments. Any payments or non-monetary benefits received or paid will be fully 

disclosed in accordance with applicable regulations, promptly and transparently, and will not influence the advice or services offered to you. If you would like more 

information about any inducements received, please contact your Relationship Manager. 

 

Cross Border Disclaimer and Disclosures 

Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures. 

 

 


