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China Weekly Outlook 

Unleashed Fiscal Room 

Amid renewed efforts to stabilize growth, Beijing last Friday allowed local governments to tap RMB550bn of unused 

bond quota carried over under their debt ceilings. This includes RMB300bn of general bonds to help county-level 

governments meet essential spending needs, alongside RMB250bn of special bonds to support existing projects and 

“Six Networks” initiatives in more developed provinces, providing a modest boost to public-led investment in 4Q26. 

According to Wind, issuance of general and special local government bonds in the first three quarters reached only 

83% and 81% of their full-year quotas, respectively, lagging the pace of previous years. 

The measure will give local governments additional fiscal room to cope with their spending obligations and debt 

burdens, but it is not entirely unexpected. Similar measures were seen in 2024 and 2025, providing additional quotas 

of RMB400bn and RMB450bn, respectively. Together with the newly released quotas, more than RMB1.5trn of local 

government bonds could be issued this quarter, potentially intensifying year-end liquidity pressures. That said, the 

PBoC has already adopted a more accommodative stance, doubling its net liquidity injection through CGB 

purchases to RMB100bn in September, from RMB50bn in August. 

Resilient Trade, Higher Imported Inflation 

Turning to this week’s data, we expect stronger imported price pressures to push inflation higher in September. The 

PMI input-price index rose to a five-month high of 54.0 amid persistently elevated energy prices. We therefore 

expect PPI inflation to record a stronger sequential increase, with year-on-year growth picking up notably to 4.8%. 

CPI inflation likely also edged up to 1.0% YoY, supported by higher fuel costs and stabilizing food prices. 

Meanwhile, China’s trade outlook remains broadly stable, as trade-related indicators in the official PMI survey held 

up well in September. Combined with double-digit increases in export and import prices, this points to another month 

of solid trade growth. Credit growth, however, likely has remained subdued, reflecting persistently weak domestic 

confidence and financing demand (see Mizuho China Data Preview: A Warmer September, 6 October 2026). 

< Lagged pace in LGB issuance year-to-date > < Increased inflation pressure amid renewed rise in energy prices > 

 
 

Source: Wind, CEIC, Mizuho 
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CNH Outlook 

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

USD/CNH 6.7069 6.7148 6.6918 6.6927 -131 

USD/CNY 6.7051 6.7061 6.6913 6.6927 -133 

CNY PBoC Fixing 6.7351 6.7367 6.7330 6.7330 -21 

Shanghai Composite Index 3839.25 3864.12 3754.14 3813.79 -28.40 

#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) -2018 23 CNH HIBOR (3mth) 1.679 0.042 

CNH Currency Swap (3yr) 1.320 0.020 CNH Implied yield (1Y) 1.367 -0.006 

 

Recap 

The offshore renminbi (CNH) strengthened sharply last Friday despite continued US dollar strength. After trading in 

a narrow range around 6.705 during the first four sessions of the week, USD/CNH broke decisively below the 6.70 

handle and fell to a low of 6.692. The move appears to reflect expectations of additional Q4 fiscal support, helping to 

stabilize China's growth outlook into year-end. 

Meanwhile, the PBoC continued to resist rapid renminbi appreciation, setting the daily fixing 0.5% and 0.6% stronger 

than CFETS model-implied levels last Friday and this Monday, respectively. That said, the return of onshore market 

last Thursday had little discernible impact on CNH spot, with the CNY-CNH spread remaining too narrow to provide 

a meaningful signal on flow dynamics. 

For the week, CNH gained 0.2% against the US dollar, making it the region's second-best performer after KRW, 

which rose 0.3% on expectations of a more hawkish BoK and resilient export growth despite weakness in domestic 

equities. In contrast, INR and PHP underperformed the most, both pressured by higher oil prices and the absence of 

meaningful fiscal or monetary support. 

Outlook 

Market focus is likely to shift back to domestic fundamentals this week, with September trade, inflation, and credit 

data set for release in China. Externally, US inflation prints and any progress in US-Iran negotiations that could 

temper oil price expectations will remain key drivers. Against this backdrop, we expect CNH to trade in the range 

of 6.69-6.71 against the dollar most of the time this week. 

Looking ahead, we expect the pace of renminbi appreciation to moderate in 4Q, with USD/CNH settling 

around 6.65 by year-end. The currency's upside is likely capped by elevated US Treasury yields, as oil-related 

supply shocks and robust AI investment continue to underpin inflation expectations. Even if the Fed delivers another 

rate hike, tighter monetary policy is unlikely to fully reverse inflation expectations rooted in supply constraints. 

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

Fig 1  Thermal coal: sentiment rebounded after the national holiday Fig 2  PTA production has picked up notably since late August 

  

Source: Wind, Mizuho 

Fig 3  Steel production saw renewed YoY declines Fig 4  Steel tire production moderated amid a challenging auto outlook 

  

Source: Wind, Mizuho 

Fig 5  CCFI: a notable weakening in shipments to the Europe Fig 6  Air traffic: saw a modest boost during the National Day holiday 

  

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

Fig 7  Road construction activity improved in general Fig 8  Construction material prices both bottomed out in September 

 

 

Source: Wind, Mizuho 

Fig 9  Land sales weakened again in recent weeks Fig 10  New home sales: a lack of improvement at the national level 

  

Source: Wind, Mizuho 

Fig 11  Movie box office revenue declined again in September Fig 12  PV sales: the YoY decline accelerated in late September 

  

Source: Wind, Mizuho 
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Price monitor 

Fig 13  Major food items: renewed declines seen in fresh vegetable prices 

  

Source: Wind, Mizuho 

Fig 14  Wholesale food prices started to pick up sequentially in recent weeks 

  

Source: CEIC, Mizuho 

Fig 15  Non-ferrous metal prices continued to climb Fig 16  Oil prices: domestic fuel prices rose significantly in late Sept 

 

 

Source: CEIC, Wind, Mizuho 
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Liquidity monitor 

Fig 17  OMOs: net withdrawal of RMB1213bn during 5 – 9 Oct Fig 18  7D repo for FIs dipped below its target level in early Oct 

  

*Effective 17 June 2026. Source: CEIC, Wind, Mizuho 

Fig 19  Short-end CGB yields saw a notable rise in the 3Y tenor Fig 20  Long-end CGB yields: ultra-long yields fell notably 

  

Source: CEIC, Mizuho 

Fig 21  CGB term spreads tightened notably across the curve last week 

  

Source: CEIC, Mizuho 
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Credit monitor 

Fig 22  Onshore IG credit yields: a notable decline at 5Y tenor Fig 23  IG corporate risk premium tightened on higher CGB yields 

  

Source: Wind, Mizuho 

Fig 24  Onshore HY credit yields edged lower in general Fig 25  HY corporate risk premium also tightened 

  

Source: Wind, Mizuho 

Fig 26  China USD credit spreads pushed wider last week as oil prices made further gains 

  

Source: IHS Markit, Mizuho 
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FX monitor 

Fig 27  RMB fixing rate: moved notably toward spot rates Fig 28  RMB trade-weighted index strengthened more than the dollar 

  

Source: CEIC, Bloomberg, Mizuho 

Fig 29  China-US interest rate spreads moved significantly wider in recent weeks amid higher US treasury yields 

  

Source: CEIC, Bloomberg, Mizuho 

Fig 30  Offshore RMB (CNH): the forward premium also widened 

  

Source: Bloomberg, Mizuho 
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