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China Weekly Outlook 

Ramped up injections 

The PBoC has noticeably ramped up liquidity injections in the run up to the Lunar New Year (LNY, 15 February). In 

January alone, it injected a net RMB 1,238.4bn through various policy tools, a 54% jump from December. Notably, 

most of these injections were aimed beyond short-term liquidity smoothing. The bulk came via medium-term Lending 

facilities (MLF, +RMB 700bn) and pledged supplementary lending (PSL, +RMB 174.4bn). 

For February, the PBoC rolled over maturing 3-month outright reverse repos and delivered a net injection of RMB 

100bn last week. With another RMB 500bn of 6-month outright reverse repos coming due this week, we are likely to 

see further liquidity injections. 

Groundwork for lower rates 

While this wave of liquidity injections makes a RRR cut around the LNY holiday much less likely, this does not rule 

out a cut to policy rate or RRR in March, especially if January and February economic data (due in mid-March) 

underscore a significant weakening. 

In fact, the PBoC has reportedly lowered the cheapest rate on its 1-year MLF loans to banks to 1.5% in January, 

down from 1.55% in December. Although it remains unclear how much MLF loans were entitled to such a rate, this is 

a substantial decline from last February’s 2.0%, the last MLF benchmark rate applicable to all banks. Helped by 

these measures, China’s 1Y CGB yields have remained largely capped at or below 1.4% over the past two months, 

and averaged under 1.3% in January, even as long end yields drifted higher (Fig 19 & 20). 

Such anchored front-end rates are laying the groundwork for banks to reduce their deposit rates, helping preserve 

their net interest margins (NIMs) should lending rate cuts materialize later this year. For context, Chinese banks’ 

NIMs averaged at 1.42% last September, well below the warning threshold of 1.8%. 

With few major data releases scheduled in the coming weeks, the window for the PBoC’s next interest rate and RRR 

cuts are most likely after the annual “Two Sessions” meetings scheduled in early March. 

<The PBoC ramped up liquidity injections in January> <Chinese banks’ NMs below the warning threshold> 

  

Source: CEIC, Mizuho 
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CNH Outlook 

Weekly Price Change# Week Open Week High Week Low Week Close Weekly Change* 

USD/CNH 6.9583 6.963 6.929 6.9301 -283 

USD/CNY 6.9536 6.9543 6.9341 6.9358 -211 

CNY PBoC Fixing 6.9695 6.9695 6.9533 6.9590 -88 

Shanghai Composite Index 4079.71 4104.62 4002.78 4065.58 -52.37 

#Last week, from Monday to Friday 
*pips in USD/CNY,USD/CNH row 

Weekly Price Change# HK Close Weekly Change  HK Close Weekly Change 

CNH Forward (1yr) -1323 -35 CNH HIBOR (3mth) 1.724 -0.104 

CNH Currency Swap (3yr) 1.530 -0.055 CNH Implied yield (1Y) 1.514 -0.067 

 

Recap 

The offshore renminbi (CNH) traded in a relatively narrow band last week, holding largely between 6.93 and 6.96. 

This stability mirrored the steady performance of the DXY, which oscillated within the 97–98 range. However, 

momentum shifted this Monday (9 Feb), when both CNY and CNH broke below the 6.93 level. The move came after 

regulators reportedly advised Chinese banks to scale back their holdings of US Treasuries. According to Bloomberg, 

officials urged financial institutions to curb purchases of US government bonds and reduce elevated exposures amid 

concerns about concentrated risks and heightened market volatility. 

The CNH appreciated 0.41% over the week, outpacing most Asian peers, especially the Japanese yen and Korean 

won. The latter two both weakened by over 1.5% against the dollar, pressured by investor expectations of Prime 

Minister Takaichi’s more expansionary fiscal stance and risk‑off sentiment surrounding the KOSPI, respectively. 

Meanwhile, the Indian rupee was a standout performer, gaining 1.46% on optimism over a potential US-India trade 

agreement. 

Outlook 

Over the next two weeks, we expect the CNH to drift modestly stronger, supported by typically tighter liquidity 

conditions ahead of and during the Lunar New Year holiday. While the PBoC will likely continue to temper 

expectations of a significantly stronger renminbi via policy tools such as the counter‑cyclical factor in the daily fixing, 

the CNH may experience heightened volatility when onshore markets close for the holiday (15–23 Feb). 

During this period, reduced onshore liquidity combined with elevated external uncertainty, if any, could 

briefly send the CNH spot below the 6.90 threshold. Any such gains, however, may prove temporary and could 

unwind once onshore flows return after the holiday. 

<FX Charts on Page 8> 
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Activity monitor (1/2) 

Fig 1  Thermal coal: Demand and supply fell ahead of holiday Fig 2  PTA production stayed relatively subdued 

  

Source: Wind, Mizuho 

Fig 3  Steel production continued its YoY decline Fig 4  Steel tire production remained relatively stable 

 

 

Source: Wind, Mizuho 

Fig 5  CCFI: prices for shipments to the ASEAN declined Fig 6  Air traffic: domestic travelling demand picked up notably 

  

Source: Wind, Mizuho 
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Activity monitor (2/2) 

Fig 7  Road construction activity slowed notably in January Fig 8  Construction material prices: cement prices dropped further 

  

Source: Wind, Mizuho 

Fig 9  Land sales continued to see YoY decline Fig 10  New home sales significantly declined in January 

  

Source: Wind, Mizuho 

Fig 11  Movie box office revenue weakened in January Fig 12  PV sales: no updates 

 

 

Source: Wind, Mizuho 
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Price monitor 

Fig 13  Major food items: last year’s high base is starting to weigh on YoY growth rates, especially for fruits and vegetables 

  

Source: Wind, Mizuho 

Fig 14  Wholesale food prices: YoY growth has stayed positive but continued to moderate on last year’s high base 

  

Source: CEIC, Mizuho 

Fig 15  Non-ferrous metal prices stayed volatile Fig 16  Oil prices picked up on escalated geopolitical tensions 

  

Source: CEIC, Wind, Mizuho 
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Liquidity monitor 

Fig 17  OMOs: net withdrawal of RMB756b during 2 - 6 Fed Fig 18  7D repo for FIs picked up mildly at January-end 

  

Source: CEIC, Wind, Mizuho 

Fig 19  Short-end CGB yields: 1Y yields remained subdued Fig 20  Long-end CGB yields retreated from previous highs 

  

Source: Wind, CEIC, Mizuho 

Fig 21  CGB term spreads continued to flatten at the front part for the curve 

  

Source: CEIC, Mizuho 
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Credit monitor 

Fig 22  Onshore IG credit yields edged lower at the longer end Fig 23  IG corporate risk premium picked up from previous trough 

  

Source: Wind, Mizuho 

Fig 24  Onshore HY credit yields stayed much flat Fig 25  HY corporate risk premium moved slightly tighter 

  

Source: Wind, Mizuho 

Fig 26  China USD credit spreads widened last week amid volatility in global equities and precious metals, as well as mixed Chinese data 

  

Source: IHS Markit, Mizuho 
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FX monitor 

Fig 27  RMB fixing rate: a continued weak bias imposed by PBoC Fig 28  RMB trade-weighted index rose faster than DXY last week 

  

Source: CEIC, Bloomberg, Mizuho 

Fig 29  China-US interest rate spreads remained much unchanged at the front end, but edged wider at the back end 

  

Source: CEIC, Bloomberg, Mizuho 

Fig 30  Offshore RMB (CNH) continued to trade at a small premium to onshore rates 

  

Source: Bloomberg, Mizuho 
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Republic of Guatemala), and any of its amendments, including without limitation, Decree 49-2008 of the Congress of the Republic of Guatemala, and its applicable regulation 

(Governmental Accord 557-97). The document will not be registered for public offering with the Securities Market Registry of Guatemala (Registro del Mercado de Valores y Mercancías), 

because the products will not be offered or sold: (1) to any person in an open market, directly or indirectly, by means of mass communication; (2) through a third party or intermediary to 

any individual person or entity that is considered an institutional investor, including entities that are under the supervision of the Guatemalan Superintendency of Banks (Superintendencia 

de Bancos ), the Guatemalan banking regulator, the Guatemalan Social Security Institute (Instituto Guatemalteco de Seguridad Social) and its affiliates; (3) through a third party or 

intermediary to any entity or vehicle used for purposes of collective investment; or (4) to more than 35 individual persons or entities. 

Hong Kong: This document, when distributed in Hong Kong (“HK”), is distributed by MHSA or MBHK, depending of the Mizuho entity which you are a client of. This document has 

been prepared for “professional investors” as defined in the Hong Kong Securities and Futures Ordinance.  

Japan: This document is intended only for certain categories of persons to whom a foreign securities broker is allowed to carry out regulated activities under the relevant articles of the 

Financial Instruments and Exchange Act (the “Act”) and the subordinate legislative instruments (as amended), including but not limited to Financial Services Providers who are engaged 

in an Investment Management and certain Financial Institutions subject to conditions and limitations in Article 17-3(i) of the Order for Enforcement of the Act. It is solely for the use of 

such investors and shall not be distributed, forwarded, passed on or disseminated to any other person. This document is solely for the purpose of supplying general information and shall 

not constitute any investment or financial advice in relation to any products or services. 

Malaysia: These documents shall be distributed solely to existing subscribers or clients of Mizuho Securities, and do not constitute an invitation, offer, or recommendation to subscribe 

for or purchase any securities mentioned therein. These materials also do not, whether directly or indirectly, refer to a prospectus in respect of securities of a corporation; in the case of a 

unit trust scheme or prescribed investment scheme, a prospectus in respect of any unit of the unit trust scheme or prescribed investment scheme, as the case may be; an issue, intended 

issue, offer, intended offer, invitation or intended invitation in respect of securities; or another notice that refers to a prospectus in relation to an issue, intended issue, offer, intended offer, 

invitation or intended invitation in respect of securities. Whilst there may be statements concerning securities and/or derivatives of a certain corporation or entity in these materials, we 

wish to highlight that these do not constitute, whether directly or indirectly, any form of advice, recommendation, encouragement, promotion, analysis, report or inducement to take any 

action , i.e., to buy, sell, or hold any securities and/or derivatives, nor is it a form of inducement for the reader to take any position regarding a particular class, sector, or instrument in 

relation to the securities and/or derivatives so mentioned. 

New Zealand: This document is intended only for persons who are “wholesale investors” and “wholesale clients” under the Financial Markets Conduct Act 2013 (“FMCA”), as persons 

who are an “investment business”, meet relevant investment activity criteria, are “large” or are a “government agency”, in each case within the meaning of clauses 37 to 40 of Schedule 1 

of the FMCA. It is not intended for, and should not be reproduced or distributed in any form to any other person in New Zealand. This document is distributed in New Zealand by MHSA 

or MHSS, which are licensed in their respective jurisdictions but are not registered as overseas companies or financial service providers in New Zealand or licensed under the FMCA. 

Nothing in this document constitutes or is supplied in connection with a regulated offer nor an offer to the public within the meaning of the FMCA. 

Singapore: This document is distributed in Singapore by MBSG or MHSS, a holder of a capital markets services licence and an exempt financial adviser regulated by the MAS. Nothing 

in this document shall be construed as a recommendation, advertisement or advice to transact in any investment product mentioned herein.  

Where the materials may contain a recommendation or opinion concerning an investment product, MHSS is exempted from complying with sections 34, 36 and 45 of the Financial 

Advisers Act 2001 of Singapore. This document is only intended for distribution to “institutional investors”, “accredited investors” or “expert investors”, as defined under the Financial 

Advisers Regulations, and is solely for the use of such investors. It shall not be distributed, forwarded, passed or disseminated to any other person. 

South Korea: This document is distributed in South Korea by Mizuho Securities Asia Limited, Seoul branch solely acting as a broker of debt securities under the Korea Financial 

Investment Services and Capital Markets Act. 

Switzerland: This document is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any financial 

instrument or to adopt any investment strategy mentioned in this document. The information contained on this document shall not be construed to be an advertisement for any of the 

financial instruments or services mentioned herein. 

Taiwan: This document distributed via MHSA or MHSS from outside Taiwan shall not be re-distributed within Taiwan and does not constitute recommendation of, and may not be used 

as a basis for recommendation of, securities within Taiwan. This document may not be distributed to the public media or used by the public media without prior written consent of MHSA 

or MHSS (as the case may be). 

Thailand: This document does not constitute any investment or financial advice or any general advice in relation to any products or services and, when distributed in Thailand, is intended 

only for “institutional investors”, as defined in the Notification of the Office of the Securities and Exchange Commission No. Gor Thor. 1/2560 Re: Provision of Advice to the Public 

which is not classified as the undertaking of Investment Advisory Business dated 12 January 2017 (as amended). It is solely for the use of such investors and shall not be distributed, 

forwarded, passed on or disseminated to any other person. The distribution of this document to such institutional investors in Thailand, is solely for the purpose of supplying general 

information, without charge. It neither constitutes any intention to conduct, or any engagement in any securities business, service business, investment or financial advisory business, or 

any other business in Thailand, for which Thai licensing is required, nor marketing, offering, solicitation or sale of any products, securities, or services to customers, potential customers 

or any person in Thailand. 

United Arab Emirates (excluding the Dubai International Financial Centre and the Abu Dhabi Global Market): This document is intended only for persons who qualify as 

professional investors as defined in the Securities and Commodities Authority (“SCA”) Rulebook. It is not intended for or should not be passed on, directly or indirectly, to other classes 

of persons/investors in the United Arab Emirates. The contents of this document have not been reviewed or approved by, or deposited with, the Central Bank of the United Arab Emirates, 

SCA or any other regulatory authority in the United Arab Emirates. If you do not understand the contents of this document you should consult an authorised financial adviser. 

United Kingdom / Germany / European Economic Area: This document is being distributed in the United Kingdom by Mizuho International plc (“MHI”), 30 Old Bailey, London 

EC4M 7AU. MHI is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority and is a member of the 

London Stock Exchange. This document may be distributed in the European Economic Area by MHI or Mizuho Securities Europe GmbH (“MHEU”), Taunustor 1, 60310 Frankfurt, 

Germany. MHEU is authorised and regulated by the Bundesanstalt für Finanzdienstleistungsaufsicht (“BaFin”). For the avoidance of doubt this report is not intended for persons who are 

Retail Clients within the meaning of the FCA’s or the BaFin’s rules. Details of organizational and administrative controls for the prevention and avoidance of conflicts of interest can be 

found at https://www.mizuhoemea.com. 

United States: This document is being distributed in the United States by Mizuho Securities USA LLC (“MSUSA”) and is the responsibility of MSUSA. The content of publications 

distributed directly to US customers by non-US members of Mizuho Securities is the responsibility of such member of Mizuho Securities which distributed it. US investors must affect 

any order for a security that is the subject of this document through MSUSA. For more information, or to place an order for a security, please contact your MSUSA representative by 

telephone at 1-212-209-9300 or by mail at 1271 Avenue of the Americas, New York, NY 10020, USA. MSUSA acts as agent for non-US members of Mizuho Securities for transactions 

by US investors in foreign sovereign and corporate debt securities and related instruments. MSUSA does not guarantee such transactions or participate in the settlement process. 

© Mizuho Bank, Ltd. (“MHBK”), MHSA and MHSS. All Rights Reserved. This document may not be altered, reproduced, disclosed or redistributed, or passed on to any other party, in 

whole or in part, and no commercial use or benefit may be derived from this document without the prior written consent of MHBK, MHSA or MHSS.  


