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China Weekly Outlook

» China’s Loan Prime Rates remain unchanged in July, as expected, with the 1Y at 3.0% and the 5Y at 3.5%.
July typically sees a seasonal lull in government bond issuance, making a major easing move by the PBoC,
such as a RRR or interest rate cut, unlikely in the coming weeks. Notably, PBoC officials have emphasized
they are still assessing the full impact of May’s easing measures. While July tax payments may temporarily
tighten liquidity, the PBoC is well-equipped to manage short-term pressures through targeted tools like outright

reverse repos. Overall, we see near-term risks to CGB yields as broadly balanced.

» Q2 GDP growth exceeded expectations at 5.2% YoY, but nominal GDP rose merely 3.9% YoY, implying a
1.3% drop in the GDP deflator. This marks the steepest decline since 2009 and the ninth consecutive quarter
of negative growth (Fig 0), highlighting persistent deflation pressure. The slowdown was driven entirely by the
industrial sector, which grew 1.7% YoY, down from 3.3% in Q1, amid increased trade uncertainty. By
expenditure, net exports contributed 1.2ppt to real GDP growth (down from 2.1ppt in Q1), while gross capital

formation added 1.3ppt (up from 0.5ppt), likely due to inventory buildup rather than investment increase.

» We maintain our 2025 GDP forecast at 4.8% YoY, with growth expected to slow to 4.4% YoY in H2 due
to fading front-loaded exports in Q3 and a high base in Q4. Fiscal support is likely to increase amid ongoing
trade uncertainty and a sluggish property recovery. The planned RMB2.3trn in special local government bonds
for H2, alongside RMB2.1trn issued in H1, should support fixed asset investment amid current headwinds (see
Mizuho China Macro: Decoding China’s Fiscal Push (2): From refinancing to investment, 16 July 2025). We
expect two more benchmark rate cuts this year, with 10bp in Q3 and 20bp in Q4.

Fig 0 China’s GDP deflator experienced a YoY decline for the ninth quarter in a row
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Activity monitor (1/2)

Fig 1 Thermmal coal: both supply and demand surged

Fig 2 PTA production slightly weakened from the previous peak
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Fig 3 Steel production: growth slightly picked up in recent weeks
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Fig 4 Steel tire production weakened in early July
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Fig 5 CCFI: shipping prices to the US have moderated
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Fig 6 Air traffic has increased significantly since end of June
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Activity monitor (2/2)
Fig 7 Road construction continued to improve Fig 8 Construction material prices were mixed
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Fig 9 Land sales have shown signs of moderation Fig 10 New home sales weakened again
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Fig 11 Movie box office revenue slightly improved Fig 12 PV sales: Yo growth remained supported
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Price monitor

Fig 13 Agricultural prices fell YoY last week on declining fruit and fresh vegetable prices
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Fig 14 Yiwu Commodity Prices: no updates since July
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Fig 15 Non-ferrous metal prices slightly softened Fig 16 Qil prices fell on eased geopolitical tension
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Liquidity monitor
Fig 17 OMOs: net injection of RMB1301b during 14 - 18 Jul

Fig 18
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Fig 19 Short-end CGB yields saw mixed movements last week
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Long-end CGB yields edged up
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Fig 21 CGB term spreads widened from their recent lows
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Credit monitor
Fig 22 1G Corporate bond yields trended lower Fig 23 1G corporate risk premium grinded tighter last week
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Fig 24 HY Corporate bond yields continued to move lower Fig 25 HY corporate risk premium continued to squeeze tighter
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Fig 26 China USD credit spreads squeezed sharply tighter last week amid supportive US economic data and decent corporate eamings
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FX monitor

Fig 27 RMB fixing rate: increased PBoC intervention since Jul

Fig 28 RMB trade-weighted index picked up notably
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Fig 29 China-US interest rate spreads were wider at the long-end as UST yields rose
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Fig 30 Offshore RMB (CNH) is trading on par with the CNY, with a greatly tightened gap in forward points
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MARKET COMMENTARY DISCLAIMER
THIS DOCUMENT IS NOT A RESEARCH REPORT AND IS NOT INTENDED AS SUCH.

Unless stated otherwise in the country specific distribution information below, this document has not been prepared in accordance with legal requirements in any country or jurisdiction
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. It is intended for
informational purposes only and does not purport to make any investment recommendations.

This document has been prepared solely for the information of the intended recipients. Recipients in any jurisdiction should contact your usual Mizuho contact in relation to any matters
arising from, or in connection, with this document.

This document has been prepared by Mizuho Bank, Ltd., Singapore Branch (“MBSG”), a full bank, exempt capital markets services entity and exempt financial adviser regulated by the
Monetary Authority of Singapore (“MAS”), Mizuho Bank, Ltd., Hong Kong Branch (“MBHK?”), a licensed bank regulated by the Hong Kong Monetary Authority, with business address at
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Prudential Regulation Authority and holder of an Australian financial services licence (“MBAU”), Mizuho Securities Asia Limited (“MHSA”), licensed and regulated by the Hong Kong
Securities and Futures Commission and/or Mizuho Securities (Singapore) Pte. Ltd. (‘MHSS”), a holder of a capital markets services licence and an exempt financial adviser regulated by
the MAS, as the case may be.

This does not constitute investment or personal advice.

This document has been prepared solely for the purpose of supplying general market information and/or commentary for general information purposes to clients of MBSG, MBHK, MBAU,
MHSA, MHSS and their affiliates (collectively, “Mizuho”) to whom it is distributed, and does not take into account the specific investment objectives, financial situation or particular needs of
any client or class of clients and it is not prepared for any client or class of clients.

This is not an offer or solicitation.

This document is not and should not be construed as an offer to buy or sell or solicitation to enter into any transaction or adopt any hedging, trading or investment strategy, in relation to
any securities or other financial instruments.

Mizuho shall have no liability for contents.

This document has been prepared solely from publicly available information. Information contained herein and the data underlying it have been obtained from, or based upon, sources
believed by Mizuho to be reliable, but no assurance can be given that the information, data or any computations based thereon are accurate or complete and Mizuho has not independently
verified such information and data. Mizuho is not obliged to update any of the information and data contained in this document.

Mizuho makes no representation or warranty of any kind, express, implied or statutory, regarding, but not limited to, the accuracy of this document or the completeness of any information
contained or referred to in this document. Mizuho accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental or consequential
loss or damage) arising from or in connection with any person’s use or reliance of this document or the information contained in this document.

Information contained herein is no indication of future performance.

Some of the statements contained in this document may be considered forward-looking statements which provide current expectations or forecasts of futures events. Any opinions,
projections, forecasts and estimates expressed in the document are solely those of Mizuho based on factors it considers relevant as at the date of the document and are subject to change
without notice. Past performance is not indicative of future performance. Consequently, no expressed or implied warranty can be made regarding the projections and forecasts of future
performance stated therein.

This material is confidential.

This document is intended for the exclusive use by the recipients, and is provided with the express understanding that the information contained herein will be regarded and treated as
strictly confidential. All recipients may not reproduce or use this document in whole or in part, for any other purpose, nor disclose, furnish nor distribute this document to any other persons
without the prior written permission of Mizuho. Any such reproduction, use, delivery or distribution in form or to any jurisdiction may be effected only in accordance with all applicable laws
and regulations in the relevant jurisdiction(s).

Disclosure regarding potential conflicts of interest.
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Financial instruments may not be for sale to all categories of investors.
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This document is not directed to, or intended for distribution to or use by, any person who is a citizen or resident of, or entity located in, any locality, territory, state, country or other
jurisdiction where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons or entities into whose possession this document comes
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COUNTRY SPECIFIC DISTRIBUTION INFORMATION

Australia: This document is intended only for persons who are sophisticated or professional investors for the purposes of section 708 of the Corporation Act 2001 (Cth) of Australia
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under the ASIC Corporations (Repeal and Transitional) Instrument 2023/588. MHSA is licensed by the Hong Kong Securities and Futures Commission under Hong Kong laws and MHSS is
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circumstances or otherwise constitutes a personal recommendation. This document is published solely for information purposes, it does not constitute an advertisement and is not to be
construed as a solicitation or an offer to buy or sell any securities or related financial instruments. In accordance with local laws, it does not constitute a public offering of securities under
Regulations for Public Offering of Securities (National Counsel of Financial System Supervision, article 11 of Session Act 571-2006), and therefore cannot be understood and interpreted as
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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 fiir 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.

Serena Zhou | Senior China Economist 9/9



