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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 (DR0O01) 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
guestion 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 Al boom has provided China with a valuable window of opportunity to
restructure its growth model. Strong Al-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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Facts

=  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.
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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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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
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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 I, 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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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
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