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¢ China’s Central Economic Work Conference suggests more

proactive policy support to come, especially on consumption

# Stabilising housing and stock markets, a higher fiscal deficit,

and moderately loose monetary policy will help

¢ Business sentiment may be boosted by upholding the rule of

law while fierce competition may see some relief

China data review (November 2024)!
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Retail sales softened to 3.0% y-o0-y in November from a high base from last
year and an earlier launch of the 11.11 Singles Day this year. Durable goods
sales from the trade-in programs were robust (home appliances: 22.2% y-o-y;
car sales: 6.6%%), but not enough to turn around the slowing momentum in
overall retail sales.

Industrial production rose by 5.4% y-o0-y in November, while manufacturing
investment stayed generally buoyant, up 9.3% y-o-y. Some of the improvement
in manufacturing production was likely helped by an ongoing boost from trade-in
programs for equipment upgrading as well as some front-loading from exporters
in anticipation of increased tariffs from the US next year.

Infrastructure investment (ex-utilities) lost some strength in November, up
3.3% y-0-y vs 5.8% in October, given new guidance to allow a proportion of
special local government bond funding to go towards debt swaps (RMB800bn
each year for the next five years). The debt swap program may be stimulative for
the economy as it can put cash into the hands of enterprises and employees.

CPl inflation softened to 0.2% y-o-y in November despite a low base, as supply
increases weighed on food prices. Meanwhile, core CPI remained muted at
0.3% y-0-y. On the producer front, PPI inflation rose to -2.5% y-o-y amid a
demand pick up for industrial products, though more time and effort may still be
needed to tackle excess capacity in some sectors.

Exports rose by 6.7% y-o0-y in November, including by 8% to the US, partly
attributed to front-loading given risks of higher tariffs next year, and by 15% to
ASEAN, likely helped by supply chain shifts. However, import growth dropped
to -3.9% y-o0-y in November, with iron and copper ore imports down 0.9% and
8.1% y-0-y in volume terms, and the import value of crude oil down 4.7% y-0-y.

! Source: Wind, HSBC
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China’s CEWC reinforced
ambitions to support growth

A stronger fiscal stance is
likely next year...

...with monetary policy to be
‘moderately loose’

Support for the housing
market remains a priority

Policymakers plan to
continue opening-up
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China’s Central Economic Work Conference 2024: Building resolve

China’s top policymakers met for the annual Central Economic Work Conference (CEWC), 11-
12 Dec, to discuss the progress on economic growth and to set policy priorities for next year.
The tone echoed the stronger policy stance taken at the Politburo meeting on 9 Dec which
called for “extraordinary countercyclical” measures to support growth. Policymakers noted
that external pressures have risen while the domestic environment faces its own challenges.
They also reiterated their resolve to meet longer-term goals of transitioning the economy.

No hard figures: As expected, the CEWC didn’t set quantitative economic and policy targets
for 2025, which are often unveiled during the annual Two Sessions in March. Qualitatively, the
goal is to ‘maintain steady economic growth’, which suggests the growth target may not
deviate much from this year’'s c5%.

Fiscal policy to be proactive: The CEWC continued to give clear forward guidance around
fiscal policy, noting that the fiscal deficit should be widened, while also increasing the issuance
of ultra-long dated special central and local government bonds. This suggests a stronger fiscal
stance is likely to come through next year.

More aggressive monetary policy to come through: Echoing the language from the
December Politburo meeting, the CEWC called for ‘moderately loose’ monetary policy, with
cuts to required reserve ratios (RRR) and interest rates to be made at the appropriate time,
while liquidity should remain ample. The People’s Bank of China (PBoC) may also purchase
treasury bonds in the secondary market to inject liquidity.

Stepped-up support for consumption: The CEWC press release noted that ‘special actions to
boost consumption’ would be taken. These include boosting support for durable goods trade-
in and equipment upgrading programs, enhancing social safety nets (including employment
support), and increasing basic pensions and financial subsidies for medical insurance. The
CEWC also pledged to protect people’s livelihood and safeguard social stability.

Stabilising housing and equity markets: As policymakers now see the housing market as
systemically important to the economy, more forceful measures can be expected if current
policies fail to shore up the market. As for the equity market, the latest development is the
expansion of the private pension scheme from pilot cities to the entire nation starting from 15
Dec, while making index equity funds and government bonds eligible pension products.

Preventing ‘involutionary competition’: The CEWC mentioned that a policy priority is to
“comprehensively manage involution-style competition and regulate the behaviour of local
governments and enterprises”. We believe this refers to fierce competition in several sectors
which has contributed to the profit margin squeeze, over-supply, and deflationary pressure.
Taken together, this could mean the government will prioritise consumption support to mitigate
supply-demand imbalances, before considering more decisive measures to reduce capacity.

New law to boost business sentiment: The Private Economy Promotion law will be enacted
to help regulate local government behaviour, particularly regarding extraterritorial and profit-
driven law enforcement. The ongoing RMB10trn debt swap has, to some extent, relieved local
government debt repayment pressure, and thus reduced incentives for profit-driven law
enforcement, but this new law will add an important layer of protection to private enterprises.

What about the potentially increasing trade tensions? In addition to more policy support for
domestic demand, China is determined to stay open and plans to expand unilateral opening-up
in an orderly manner. Notably, China has expanded unilateral visa-waiver programs for more
countries and visa-free transit policy to more ports. The next step of opening-up may progress
towards fewer restrictions on trade and investment flows.
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Key upcoming China economic data Performance of key A-share indexes*

Date Indicator Prior Current Last 90-days Last 1yr
20 Dec Loan Prime Rate 1Y 310% Shanghai Composite 3,462 20.22%  15.25%
20 Dec Loan Prime Rate 5Y 3.60% Shenzhen Composite 2,113 28.54% 12.19%
31Dec  NBS Manufacturing PMI 503  CSI300 4,029 19.56%  17.56%
1-7 Jan Caixin Manufacturing PMI Final 515

3-10 Jan Caixin Services PMI 515

8-13 Jan Exports y-0-y 6.7%

8-13 Jan Imports y-0-y -3.9%

10-15Jan  Producer Price Index (PPI) y-o-y 2.5%

10-15Jan  Consumer Price Index (CPI) y-o-y 0.2%

15-21Jan  Retail Sales y-0-y 3.0%

Source: LSEG Datastream * Past performance is not an indication of future returns

Source: LSEG Datastream. As of 13 December 2024 market close
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Disclosure appendix

Important disclosures
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This report is dated as at 16 December 2024.

All market data included in this report are dated as at close 13 December 2024, unless a different date and/or a specific
time of day is indicated in the report.

HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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is for general circulation and information purposes only. This document is not prepared with any particular customers or purposes in mind and does not take into account any investment objectives,
financial situation or personal circumstances or needs of any particular customer. HBAP has prepared this document based on publicly available information at the time of preparation from sources
it believes to be reliable but it has not independently verified such information. The contents of this document are subject to change without notice. HBAP and the Distributors are not responsible
for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or relating to your use of or reliance on this document. HBAP and the Distributors
give no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document. This document is not investment advice or recommendation nor is it intended to
sell investments or services or solicit purchases or subscriptions for them. You should not use or rely on this document in making any investment decision. HBAP and the Distributors are not
responsible for such use or reliance by you. You should consult your professional advisor in your jurisdiction if you have any questions regarding the contents of this document. You should not
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The following statement is only applicable to HSBC Bank (Taiwan) Limited with regard to how the publication is distributed to its customers: HSBC Bank (Taiwan) Limited (“the Bank”) shall fulfill
the fiduciary duty act as a reasonable person once in exercising offering/conducting ordinary care in offering trust services/business. However, the Bank disclaims any guaranty on the management
or operation performance of the trust business.

The following statement is only applicable to by HSBC Bank Australia with regard to how the publication is distributed to its customers: This document is distributed by HSBC Bank Australia Limited
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Important Information about the Hongkong and Shanghai Banking Corporation Limited, India (‘HSBC India”)
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Mainland China

In mainland China, this document is distributed by HSBC Bank (China) Company Limited (“HBCN”) and HSBC FinTech Services (Shanghai) Company Limited to its customers for general reference
only. This document is not, and is not intended to be, for the purpose of providing securities and futures investment advisory services or financial information services, or promoting or selling any
wealth management product. This document provides all content and information solely on an "as-is/as-available" basis. You SHOULD consult your own professional adviser if you have any
questions regarding this document.

The material contained in this document is for general information purposes only and does not constitute investment research or advice or a recommendation to buy or sell investments. Some of
the statements contained in this document may be considered forward looking statements which provide current expectations or forecasts of future events. Such forward looking statements are
not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those described in such forward-looking statements as a result of
various factors. HSBC India does not undertake any obligation to update the forward-looking statements contained herein, or to update the reasons why actual results could differ from those
projected in the forward-looking statements. Investments are subject to market risk, read all investment related documents carefully.

© Copyright 2024. The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED.

No part of this document may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording or otherwise, without the
prior written permission of The Hongkong and Shanghai Banking Corporation Limited.

Important information on sustainable investing

“Sustainable investments” include investment approaches or instruments which consider environmental, social, governance and/or other sustainability factors (collectively, “sustainability”) to
varying degrees. Certain instruments we include within this category may be in the process of changing to deliver sustainability outcomes.

There is no guarantee that sustainable investments will produce returns similar to those which don’t consider these factors. Sustainable investments may diverge from traditional market benchmarks.
In addition, there is no standard definition of, or measurement criteria for sustainable investments, or the impact of sustainable investments (“sustainability impact”). Sustainable investment and
sustainability impact measurement criteria are (a) highly subjective and (b) may vary significantly across and within sectors.

HSBC may rely on measurement criteria devised and/or reported by third party providers or issuers. HSBC does not always conduct its own specific due diligence in relation to measurement
criteria. There is no guarantee: (a) that the nature of the sustainability impact or measurement criteria of an investment will be aligned with any particular investor’s sustainability goals; or (b) that
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Sustainable investing is an evolving area and new regulations may come into effect which may affect how an investment is categorised or labelled. An investment which is considered to fulfil
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