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China Weekly Outlook 

Investment as the weakest link 

It is no surprise that investment remained the weakest link in China’s economy in October. Year-to-date fixed asset 

investment (FAI) fell by 1.7% YoY, implying a sharp decline of 12.2% YoY for the month alone—the steepest drop 

since December 2022. Unlike the previous downturn, which was driven by temporary disruptions from surging virus 

infections and quickly reversed in 2Q23, the current slump is broad-based and has accelerated notably since July. 

Several factors have contributed to this unusual weakness, including 1) ongoing deterioration in the property market, 

2) a lack of public-led investment, and 3) manufacturing softness amid weaker export sentiment and government 

curbs on upstream capacity. 

LGFV cleanup behind declining public investment 

Notably, monthly growth in public FAI has turned negative since July. This rare decline likely stems with the July 

politburo meeting, where Beijing called for an orderly and effective cleanup of all local government financing 

vehicles. Although the deadline is three years away, local governments appear to be front-running the schedule. 

Progress on their issuance of new special bonds, used to fund FAI, has lagged previous years, reaching only 89% of 

the annual quota as of October. 

This investment weakness is mirrored by subdued credit growth. Aggregate financing to the non-financial sector, 

excluding government, rose just 5.8% YoY in October, down from 6.4% in September last year when Beijing 

introduced a series of stimulus measures. 

Edging closer to additional stimulus 

Given these trends, Beijing appears to be edging closer to the threshold for additional stimulus to prevent an 

economic derailment. Our best guess is that high-level officials will focus on fully implementing existing supportive 

measures until the annual Central Economic Work Conference expected in mid-December, where top policymakers 

are expected to set economic targets and outline further policy support. 

<The steepest decline in FAI since December 2022> <Subdued credit growth after excluding government financing> 

 

 

Source: CEIC, Wind, Mizuho 
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CNH Outlook 

Forex – CNH gained amid a lack of fundamental drivers 

Rates – Offshore rates barely moved during the week 

Equities – SHCOMP ended the week a touch weaker amid disappointing data 

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

USD/CNH 7.1252 7.1272 7.0907 7.0991 -271 

USD/CNY 7.1205 7.1236 7.0920 7.0993 -228 

CNY PBoC Fixing 7.0856 7.0866 7.0825 7.0825 -11 

Shanghai Composite Index 4001.79 4034.08 3980.68 3990.49 -7.06 

#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) -1386 23 CNH HIBOR (3mth) 1.787 0.005 

CNH Currency Swap (3yr) 1.580 0.040 CNH Implied yield (1Y) 1.614 0.065 

 

Recap 

Last week, the offshore renminbi (CNH) broke through the 7.10 handle, briefly touching 7.09 and closing 0.4% 

stronger against the US dollar. However, the rally on Thursday lacked any clear fundamental driver, and reports 

suggest a surge in onshore USD selling orders sparked the move. The momentum started to fade after China’s 

releases of disappointing credit and investment data for October. 

Fast forward to this Monday, the CNY has slipped back above 7.10 amid a firmer US dollar. Markets are reassessing 

the likelihood of a December Fed rate cut amid absent inflation and labor data and a more cautious tone from Fed 

officials. Futures-implied odds of a December cut have now fallen below 50%, down sharply since last Thursday. 

Among regional peers, CNH outperformed most currencies last week, with only the MYR and KRW posting stronger 

gains. The KRW rose 0.7% from its weakest level since April after authorities signaled plans to stabilize the 

currency. Meanwhile, the MYR surged 1.1%, buoyed by a rebound in exports. 

Outlook 

In the coming weeks, it would be interesting to see whether the PBoC will set the RMB reference rate stronger than 

7.08, as the rate has already hit its strongest level in over a year. For context, the onshore renminbi (CNY) has 

appreciated 2.7% year-to-date, and an additional 0.4% gain would erase the extra return from holding USD, 

potentially triggering Chinese exporters to settle more of their dollar holdings. 

Still, weak economic data casts a shadow. We expect Beijing to roll out more measures to revive sentiment, 

particularly in investment. Until then, growth concerns may cap CNH strength. Our forecast sees GDP growth 

slowing to 4.0% YoY in Q4, down from 4.8% in Q3—a deceleration that could dampen appetite for Chinese assets 

and push CNH toward 7.15 later this quarter. 

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

Fig 1  Thermal coal: Demand weakened last week Fig 2  PTA production picked up in early November 

  

Source: Wind, Mizuho 

Fig 3  Steel production: the decline worsened further Fig 4  Steel tire production hints at moderating PV production 

  

Source: Wind, Mizuho 

Fig 5  CCFI: shipping prices picked up on improved trade relations Fig 6  Air traffic: travelling demand declined after October holidays 

  

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

Fig 7  Road construction activity continued to drop Fig 8  Construction material prices remained subdued 

  

Source: Wind, Mizuho 

Fig 9  Land sales weakened notably since August Fig 10  New home sales weakened again in November 

  

Source: Wind, Mizuho 

Fig 11  Movie box office revenue has been tepid Fig 12  PV sales generally improved in October 

  

Source: Wind, Mizuho 
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Price monitor 

Fig 13  Major food items: pork prices saw further declines while vegetable prices rebounded 

  

Source: Wind, Mizuho 

Fig 14  Wholesale food prices: YOY growth has turned positive since November 

  

Source: CEIC, Mizuho 

Fig 15  Non-ferrous metal prices saw a notable pickup Fig 16  Oil prices fell further in recent weeks 

 

 

Source: CEIC, Wind, Mizuho 
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Liquidity monitor 

Fig 17  OMOs: net withdrawal of RMB626b during 10 - 14 Nov Fig 18  7D repo for FIs back to their benchmark levels 

  

Source: CEIC, Wind, Mizuho 

Fig 19  Short-end CGB yields: 1Y & 3Y yields dropped Fig 20  Long-end CGB yields have stabilized since November 

  

Source: Wind, CEIC, Mizuho 

Fig 21  CGB term spreads moved wider at the back part of the curve 

  

Source: CEIC, Mizuho 
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Credit monitor 

Fig 22  IG Corporate bond yields fell across maturities Fig 23  IG corporate risk premium remained much unchanged 

  

Source: Wind, Mizuho 

Fig 24  HY Corporate bond yields edged up Fig 25  HY corporate risk premium remained relatively tight 

  

Source: Wind, Mizuho 

Fig 26  China USD credit spreads edged tighter last week helped by an end to the US government shutdown and hawkish Fedspeak 

  

Source: IHS Markit, Mizuho 
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FX monitor 

Fig 27  RMB fixing rate continued to see a stronger bias Fig 28  RMB trade-weighted index picked up alongside stronger dollar 

  

Source: CEIC, Bloomberg, Mizuho 

Fig 29  China-US interest rate spreads slightly widened at the back-end 

  

Source: CEIC, Bloomberg, Mizuho 

Fig 30  Offshore RMB (CNH) has been trading on par with the CNY recently 

  

Source: Bloomberg, Mizuho 
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