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Greater China — Week in Review  
16 December 2024 

 

Highlights: new economic framework for 2025            

Volatility in China’s equity market increased last week as investors digested key 
takeaways from the Politburo meeting and the Central Economic Working 
Conference (CEWC). In contrast, China’s bond market extended its rally, with 10-
year government bond yields falling below 1.8%, driven by rising expectations 
of further monetary easing. 
 
There are four notable shifts in the policy tone from the Politburo meeting, 
reflecting a strategic recalibration by China’s leadership. 
 
Firstly, the monetary policy stance will shift to being moderately loose, marking 
a significant departure from the prudent monetary policy regime in place since 
2011. We anticipate the PBoC will lower the 1-year Loan Prime Rate (LPR) by 
40bps in 2025 and reduce the reserve requirement ratio (RRR) by an additional 
100bps, providing substantial liquidity support to the economy. 
 
Secondly, fiscal policy will become more proactive, signaling an intensification 
from the current proactive fiscal stance. The last instance of a more aggressive 
fiscal approach was during the onset of the COVID-19 pandemic when China 
raised its fiscal deficit target. Similarly, we expect the fiscal deficit target for 2025 
to increase to 4%, which will create incremental fiscal spending about CNY1.3-
1.5 trillion. Additionally, the issuance of local government special bonds and 
long-term special bonds is likely to expand, underscoring the government's 
commitment to driving growth through fiscal channels. Although, a CNY 2-3 
trillion additional spending is needed to counter any potential impact of 
changing external environment in 2025.  
 
Thirdly, for the first time, the policy language includes the term “extraordinary” 
to describe counter-cyclical adjustments, signaling a readiness to employ bold 
and innovative measures. This opens the door for potential large-scale 
interventions, such as stabilization fund for both property and equity markets. 
 
Fourthly, the policy explicitly mentions maintaining stability in both the property 
and equity markets, with the latter being included for the first time. This 
highlights policymakers' intent to strengthen the wealth effect, boost investor 
confidence, and stabilize financial markets as a pillar of economic growth. 
 
Building on the guiding principles outlined at the Politburo meeting, the Central 
Economic Working Conference (CEWC), held two days later, provided additional 
details on China’s economic policy direction. The meeting previewed that China 
will further lower interest rates and the reserve requirement ratio (RRR) while 
increasing its fiscal deficit, aligning with market expectations. However, in 
keeping with tradition, the CEWC refrained from providing specific numerical 
targets, which will only be finalized during the National People's Congress (NPC) 
next March. 
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Beyond reiterating the tone set by the Politburo, the CEWC introduced three 
additional key messages: 
 
Firstly, among the nine key economic tasks for 2025, boosting consumption was 
given top priority. A new concept, “Special Action to Boost Consumption,” was 
introduced, likely integrating efforts to promote consumption with improving 
social welfare. The focus will be on raising incomes, reducing the financial 
burden on low- and middle-income groups, and increasing basic pensions and 
healthcare fiscal subsidies. This underscores China’s recognition that sustainable 
consumption growth depends on enhancing welfare, lifting incomes, and 
reviving income expectations, rather than relying solely on subsidies. 
 
Secondly, the meeting emphasized the “comprehensive rectification of 
involutionary competition” and the standardization of behaviors by local 
governments and enterprises. This builds on the July Politburo directive to 
prevent “involutionary” vicious competition. Key approaches include leveraging 
technological innovation, establishing guidelines for building a unified national 
market, coordinating fiscal and tax reforms, and encouraging local governments 
to shift their focus from investment-led growth to fostering consumption-driven 
growth. 
 
Thirdly, the proposal to “explore and expand the macroprudential and financial 
stability functions of the central bank” signals a strengthened role for the PBoC 
in stabilizing real estate and equity markets. This move reflects the increasing 
importance of the central bank in supporting broader financial stability and 
ensuring market confidence. This may set the floor for China’s equity market.  
 
Overall, the new economic framework for 2025 has been established, providing 
a strategic direction for policy priorities. We still believe that China is in the 
“whatever it takes” mentality coming into support for growth in 2025. The 
market now awaits detailed numerical targets to complement and 
operationalize this framework. 
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Key Developments 

Facts OCBC Opinions 

▪ China concluded its Politburo meeting on 9 
December and Central Economic Working 
Conference on 12 December. 

▪ There are four notable shifts in the policy tone from the Politburo 
meeting, reflecting a strategic recalibration by China’s leadership. 

▪ Firstly, the monetary policy stance will shift to being moderately 
loose, marking a significant departure from the prudent monetary 
policy regime in place since 2011. We anticipate the PBoC will 
lower the 1-year Loan Prime Rate (LPR) by 40bps in 2025 and 
reduce the reserve requirement ratio (RRR) by an additional 
100bps, providing substantial liquidity support to the economy. 

▪ Secondly, fiscal policy will become more proactive, signaling an 
intensification from the current proactive fiscal stance. The last 
instance of a more aggressive fiscal approach was during the onset 
of the COVID-19 pandemic when China raised its fiscal deficit 
target. Similarly, we expect the fiscal deficit target for 2025 to 
increase to 4%, which will create incremental fiscal spending about 
CNY1.3-1.5 trillion. Additionally, the issuance of local government 
special bonds and long-term special bonds is likely to expand, 
underscoring the government's commitment to driving growth 
through fiscal channels. Although, a CNY 2-3 trillion additional 
spending is needed to counter any potential impact of changing 
external environment in 2025.  

▪ Thirdly, for the first time, the policy language includes the term 
“extraordinary” to describe counter-cyclical adjustments, signaling 
a readiness to employ bold and innovative measures. This opens 
the door for potential large-scale interventions, such as 
stabilization fund for both property and equity markets. 

▪ Fourthly, the policy explicitly mentions maintaining stability in 
both the property and equity markets, with the latter being 
included for the first time. This highlights policymakers' intent to 
strengthen the wealth effect, boost investor confidence, and 
stabilize financial markets as a pillar of economic growth. 

▪ Building on the guiding principles outlined at the Politburo 
meeting, the Central Economic Working Conference (CEWC), held 
two days later, provided additional details on China’s economic 
policy direction. The meeting previewed that China will further 
lower interest rates and the reserve requirement ratio (RRR) while 
increasing its fiscal deficit, aligning with market expectations. 
However, in keeping with tradition, the CEWC refrained from 
providing specific numerical targets, which will only be finalized 
during the National People's Congress (NPC) next March. 

▪ Beyond reiterating the tone set by the Politburo, the CEWC 
introduced three additional key messages: 

▪ Firstly, among the nine key economic tasks for 2025, boosting 
consumption was given top priority. A new concept, “Special 
Action to Boost Consumption,” was introduced, likely integrating 
efforts to promote consumption with improving social welfare. 
The focus will be on raising incomes, reducing the financial burden 
on low- and middle-income groups, and increasing basic pensions 
and healthcare fiscal subsidies. This underscores China’s 
recognition that sustainable consumption growth depends on 
enhancing welfare, lifting incomes, and reviving income 
expectations, rather than relying solely on subsidies. 

▪ Secondly, the meeting emphasized the “comprehensive 
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rectification of involutionary competition” and the standardization 
of behaviors by local governments and enterprises. This builds on 
the July Politburo directive to prevent “involutionary” vicious 
competition. Key approaches include leveraging technological 
innovation, establishing guidelines for building a unified national 
market, coordinating fiscal and tax reforms, and encouraging local 
governments to shift their focus from investment-led growth to 
fostering consumption-driven growth. 

▪ Thirdly, the proposal to “explore and expand the macroprudential 
and financial stability functions of the central bank” signals a 
strengthened role for the PBoC in stabilizing real estate and equity 
markets. This move reflects the increasing importance of the 
central bank in supporting broader financial stability and ensuring 
market confidence. This may set the floor for China’s equity 
market. 

 

Key Economic News 

Facts OCBC Opinions 
▪ China’s aggregate social financing (ASF) 

increased by CNY 2.3 trillion in November, 
with the stock growth rate holding steady 
at 7.8% YoY.  

▪ However, the RMB loan stock growth rate slowed by 0.3 
percentage points to 7.7% YoY, as new yuan loans amounted to 
just CNY 580 billion, representing a YoY decline of approximately 
CNY 510 billion. This drop was primarily driven by reduced 
corporate loan demand. Local governments, having received debt 
restructuring funds, replaced earlier loans, while increased 
corporate bond financing may have partially crowded out 
corporate loans. Notably, medium- and long-term loans to 
corporates declined by nearly CNY 240 billion YoY in November. 

▪ On a more positive note, medium- and long-term household loans 
increased by CNY 300 billion, a YoY rise of CNY 66.9 billion, 
supported by housing loans. This was attributed to a recovery in 
real estate sales and reduced early repayment of housing loans 
following the implementation of lower existing mortgage rates on 
October 25. 

▪ Local government bond issuance and corporate bond issuance 
were the primary drivers of ASF growth. Corporate bond issuance 
rose by over CNY 100 billion YoY, supported by a sharp decline in 
market interest rates, which boosted financing activity in the 
corporate bond market. 

▪ Meanwhile, M1 growth rebounded by 2.4 percentage points to -
3.7% YoY, aided by a recovery in real estate sales, base effects, and 
local government debt repayments. This recovery also contributed 
to a rebound in the M1-M2 growth differential. Following the 
rollout of a comprehensive set of stimulus policies at the end of 
September, the differential has improved for two consecutive 
months in October and November, reflecting enhanced financial 
circulation within the real economy. 

▪ In November, China’s export growth in 
dollar terms moderated to 6.7% YoY, down 
from 12.7% YoY in October. Imports 
contracted at a faster pace, falling 3.9% 
YoY compared to a 2.9% YoY decline 
previously. Consequently, the trade 
surplus expanded to USD 97.4 billion. 

▪ Notably, exports to the U.S. and EU rose 8% YoY and 7.23% YoY, 
respectively, outpacing the headline growth rate. This suggests 
front-loading activity in anticipation of a potential trade war 
following Trump’s victory. This trend may continue to support 
China’s export performance in the near term. 
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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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