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Market Monitor — Chinese Mainland

Well-Coordinated Policies to Sustain Economic Recovery
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e Economic recovery continued in November 2023, with domestic
consumption and industrial production being the major growth stabilisers.

e Enhanced support policies for the property market on various fronts to
bolster a stabilising outlook.

e The Central Economic Work Conference in December 2023 signalled the
need to strengthen coordination in macro policies to stabilise expectations,
growth and employment, thereby extending a stable economic outlook in
2024.

Domestic demand supported a steady recovery

Surveyed Urban Unemployment
Rate
6.5%

The Chinese Mainland economy recovered steadily in November 2023. Major
economic indicators in November showed a pick-up in year-on-year (YoY) growth
on the back of a lower base in 2022, when the economy was disrupted by the
pandemic. The growth of retail sales and industrial production continued to 55%
outpace that of fixed asset investment. The labour market remained stable, with
the urban surveyed unemployment rate staying at 5.0% in November 2023 (near

6.0%

5.0%

the pre-pandemic low of 4.8%). These data figures indicated that overall 4.5%

economic growth for 2023 would exceed the Government's growth target of 4.0%

around 5%. §§§§§§§§§§
Source: CEIC

Domestic consumption and industrial production were the major growth
stabilisers. The growth of total retail sales accelerated from 7.6% YoY in October
to 10.1% in November 2023. Among the goods components of retail sales,
automobiles and telecommunication equipment picked up from 11.4% YoY to
14.7% and from 14.6% to 16.8%, respectively. Stronger growth in these big-ticket
items was likely boosted by the Singles' Day sales promotion in November.
Besides, retail sales of services expanded by 19.5% YoY in the first 11 months of
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2023, accelerating from 19.0% in the first 10 months. Meanwhile, equipment and Retail Sales & Industrial Production
high-tech manufacturing took the lead in boosting the industrial sector. The value 40%

added of industrial enterprises accelerated from 4.6% YoY in October to 6.6% in 30%
20%

November 2023, beating market expectations. Specifically, equipment g
manufacturing rose by 9.8% YoY, and the manufacturing of advanced technology § 18: m
products such as computers, communication & other electronic equipment %_100/: V[
expanded at a faster pace of 10.6% YoY in November 2023. >_20%
-30%
Enhanced policy support bolstered a stabilising outlook for the property market. 22 8 8 R g g g Q
In January — November 2023, the sales of residential buildings decreased by 4.3% " .'\ ST =T
YoY (down from -3.7% in January — October 2023). That said, the national real Source: 5:,?” Seles = Industral Production
estate climate index stayed at 93.42, the first monthly increase after six months
of declines from April and October 2023, signalling a nascent stabilisation.
Recently, policy support for the property market has continued to pick up, with
new measures spanning from national to local levels. In mid-December 2023,
Beijing and Shanghai loosened their housing policies by reducing the down
payment requirements and easing the criteria for standard housing. It marked a
significant change in policy stance as tier-1 cities used to implement stricter
restrictions. Home transactions in these two cities reportedly increased following Sales Value of Commercial
the recent easing. At the end of December 2023, the People's Bank of China R%%i;ential Property
announced a net injection of RMB 350 billion in low-cost funds to policy banks 140%
through the pledged supplementary lending facility. The funds are expected to “8’3118822
provide stronger credit support for affordable housing and infrastructure § 80%
construction. At the annual work conference in December 2023, the Minister of ;'._ 2822
Housing and Urban-Rural Development stressed two major objectives for 2024: o 28‘;2 —— A
to stabilise the property market and build a new development model for the > 0% V \\/—I -
property sector. This suggests that future policies will focus on ensuring a healthy ‘_ggzz
development of the property market in 2024. 22 8 8 8 & & & 8 oN\')
TSR T NSNS N
Source: CEIC
Stronger policy coordination and innovation are needed to sustain
growth
Well-coordinated policies are expected to sustain growth and promote high-
quality development in 2024. In the Central Economic Work Conference held on
11"-12"" December 2023, the Mainland authorities pledged to ramp up macro
policies to stabilise expectations, growth and employment, with a 9-point work
plan to pursue high-quality development. In particular, the construction of a
modern industrial system through innovation and technology is listed as a top National Real Estate Climate Index
priority. Fiscal and monetary policies will remain supportive and focus on policy 105
efficiency. In late December 2023, major state-owned banks announced plans to
cut deposit rates, which would pave the way for lower lending rates. Moreover, as P
of late December 2023, the National Development and Reform Commission S 100 V
revealed that more than RMB 800 billion out of the RMB 1 trillion additional &'
government bond issuances announced in late October 2023 have been S 95
earmarked for thousands of public investment projects. This suggests that
infrastructure investment is likely to stay elevated in the coming months. Overall,
the Chinese Mainland economy is set to extend its stable recovery momentum in 90 2200 T NN DD
2024. N N NN

Source: CEIC
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Easing financial conditions supported a steady market trend

Market sentiment stabilised amid easing financial conditions. Weaker-than-
expected inflation data released in early December 2023 led to rising market
concerns about the economic recovery. Starting in mid-December 2023, the US
Federal Reserve took a dovish pivot by signalling more rate cuts in 2024 than its
previous forecasts. This sparked risk-on sentiment, causing the USD to weaken.
Along with stable monthly economic readings in 2023, the RMB gradually held
up. Also, there were rising expectations of strong fiscal expenditure ahead, lifting
market risk appetite to drive a pick-up in the equity market towards the end of
December 2023. The Shanghai Stock Exchange A-Share index declined by 1.8%
in December 2023, while onshore and offshore RMB appreciated slightly by 0.5%
and 0.3% against the US dollar compared to the previous month, with the CNY
and CNH closing at 7.1 and 7.1258 per US dollar, respectively.
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Disclaimer

This material is prepared by The Bank of East Asia, Limited ("BEA") for customers' reference only. The content
is based on information available to the public and reasonably believed to be reliable, but has not been
independently verified. Any projections and opinions contained herein are expressed solely as general market
commentary, and do not constitute an offer of securities or investment, nor a solicitation, suggestion, investment
advice, or guaranteed return in respect of such an offer. The information, forecasts, and opinions contained
herein are as of the date hereof and are subject to change without prior notification, and should not be regarded
as any investment product or market recommendations. This material has not been reviewed by the Securities
and Futures Commission of Hong Kong, Hong Kong Monetary Authority, or any regulatory authority in Hong
Kong.

BEA will update the published research as needed. In addition to certain reports published on a periodic basis,
other reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the information and stated returns contained in this material, and no liability is accepted for any
loss arising, directly or indirectly, from any use of such information (whether due to infringements or contracts or
other aspects). Investment involves risks. The price of investment products may go up or down, and may become
valueless. Past performance is not indicative of future performance. The investments mentioned in this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipient are not considered. Therefore, you should not make any investment decisions
based solely on this material. You should make investment decisions based on your own investment objectives,
investment experience, financial situation, and specific needs; if necessary, you should seek independent
professional advice before making any investment.

This material is the property of BEA and is protected by relevant intellectual property laws. Without the prior
written consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed,
published, broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor
through any media platforms that exist now or are developed later.

For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.ntml. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).

© 2024 The Bank of East Asia, Limited
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