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China Weekly Outlook 

On Track to Reaching Full-Year Target 

China’s Q3 GDP growth beat both market and our expectations, accelerating to 4.5% YoY from 4.3% in Q2. The 

improvement was led by industrial production, as well as wholesale and retail trade, which expanded 5.2% and 5.6% 

YoY, respectively, and together accounted for around 40% of GDP. This was consistent with the recent acceleration 

in industrial activity, with value-added industrial output growth reaching a six-month high of 5.5% YoY in September. 

The stronger-than-expected outturn reinforces our view that China is on track to meet its full-year growth target, and 

we maintain our 2026 growth forecast at 4.6%. Against this backdrop, we see little need for the PBoC to signal more 

forceful easing through a policy rate or RRR cut toward year-end. 

September Improvement Led by Public Activity 

September saw a broad-based improvement in economic activity, most notably in investment. Fixed-asset 

investment recorded an implied decline of 7.2% YoY during the month, narrowing from double-digit contractions in 

previous months as public-led project activity picked up following the July Politburo meeting. By our estimates, public 

investment declined just 0.3% YoY in September, compared with a 5.8% fall in August, likely supported by 

infrastructure projects under the “six networks” initiative. Private investment, however, remained weak, continuing to 

contract at a double-digit pace as the property investment downturn showed no signs of easing. Consumption also 

improved modestly: retail sales growth accelerated to a six-month high of 1.1% YoY, despite the lack of pickup in 

headline inflation. 

Marginal Rate Implications 

At Monday’s Financial Street Forum, Governor Pan Gongsheng signaled that the PBoC plans to replace the 7D 

reverse repo rate, currently at 1.40%, with the overnight rate, currently at 1.25%, as its main policy benchmark. The 

move is aimed at improving the central bank’s management of short-term interest rates. While the implementation 

timeline remains unclear, more frequent overnight open-market operations would likely guide DR001 toward 1.25%, 

around 5bp below its current level. The near-term impact on the broader rates market should therefore be limited. 

The change would also bring the PBoC’s daily liquidity operations closer to international practice, supporting 

Beijing’s broader efforts to promote renminbi internationalization. 

< Public investment led the moderation in the FAI decline > < DR001 might be trading 5bp below its current level > 

 
 

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 6.6928 6.7006 6.6831 6.6863 -64 

USD/CNY 6.6925 6.6995 6.6853 6.6866 -61 

CNY PBoC Fixing 6.7313 6.7313 6.7220 6.7220 -110 

Shanghai Composite Index 3806.98 3828.22 3674.82 3716.28 -97.51 

#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 0 CNH HIBOR (3mth) 1.670 -0.009 

CNH Currency Swap (3yr) 1.300 -0.020 CNH Implied yield (1Y) 1.344 -0.023 

 

Recap 

CNH briefly weakened following stronger-than-expected US inflation last Wednesday, but quickly reversed course as 

AI and semiconductor stocks sold off. USD/CNH subsequently broke below 6.69 and reached as low as 6.683 last 

Friday, while the CFETS trade-weighted RMB index climbed to its highest level since July 2022. 

The PBoC subsequently stepped up resistance to further RMB appreciation, setting the fixings on Monday and 

Tuesday 0.5% and 0.6% above CFETS model-implied levels. However, the measures had little lasting effect as 

USD/CNH moved below 6.68 today despite falling onshore rates. 

For the whole week, CNH gained 0.1% against the US dollar. Across the region, the Indian rupee led FX gains with 

a 1.9% rise, supported by forceful RBI measures, while the Korean won extended its gains (+0.7%) on robust export 

growth. By contrast, the Taiwan dollar fell 1.5%, making it the region’s weakest performer, amid nearly USD18bn of 

foreign equity outflows. 

Outlook 

With China’s major data releases now behind us, attention is likely to shift to speeches by senior Chinese financial 

officials at the Financial Street Forum, particularly for signals on further reforms or policy support. Externally, 

developments in US-Iran negotiations will remain an important driver. Against this backdrop, we expect USD/CNH 

to drift modestly lower toward 6.67 much of the week, although a meaningful recovery in AI-related 

valuations could push it higher. 

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 in Q4, tighter monetary policy is unlikely to fully reverse inflation expectations rooted in supply constraints. 

<FX Charts on Page 8> 

 



 
Mizuho | China Weekly 
 

 
Serena Zhou | Senior China Strategist  3 / 10 
serena.zhou@mizuho-cb.com 

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 was subdued amid a challenging auto outlook 

  

Source: Wind, Mizuho 

Fig 5  CCFI: an unusual weakening in shipments to the Europe Fig 6  Air traffic: saw a short-lived boost during the 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 decline again in recent weeks 

  

Source: CEIC, Mizuho 

Fig 15  Non-ferrous metal prices: copper reached a new high 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 RMB26bn during 12 – 16 Oct Fig 18  7D repo for banks dipped below its target level since Oct 

  

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

Fig 19  Short-end CGB yields: 1Y tenor softened last week Fig 20  Long-end CGB yields: ultra-long yields fell notably 

  

Source: CEIC, Mizuho 

Fig 21  CGB term spreads tightened notably across the curve 

  

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 notably 

  

Source: Wind, Mizuho 

Fig 26  China USD credit spreads pushed wider last week as treasuries rallied and global equities fell 

  

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 stays relatively wide 

  

Source: Bloomberg, Mizuho 
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