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Highlights: China’s bottom-line thinking

China’s property stocks fell as a kn.ee-Jerk reaction to the‘ latest April Politburo Tommy Xie Dongming
statement, with market speculations for more aggressive property support Head of Asia Macro Research

measures proving overly optimistic ahead of the meeting. xied@ochc.com

The April Politburo meeting introduced the concept of the "Four Stabilities" —
stabilizing employment, enterprises, markets, and expectations. This new
framework echoes the "Six Stabilities" first proposed during the July 31, 2018,
Politburo meeting at the height of U.S.-China trade tensions under President
Trump’s first term, which focused on stabilizing employment, finance, foreign
trade, foreign investment, investment, and expectations.
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The renewed emphasis on stability reflects the leadership’s bottom-line
thinking. Employment remains fundamental to people’s livelihoods and is a
critical driver of consumption. The Politburo specifically noted that for
enterprises significantly impacted by tariffs, the government will increase the
proportion of unemployment insurance refunds to help stabilize jobs and will
work to strengthen a tiered and categorized social assistance system, reinforcing
the social safety net.

On the macro policy front, the messaging has shifted from "implementing more
proactive and effective macro policies" to "accelerating the implementation of
more proactive and effective macro policies." This signals a clear urgency to
speed up the execution of existing measures rather than introducing entirely
new stimulus programs.

On the fiscal side, the shift points to a faster pace of government bond issuance.
The issuance of ultra-long-term special government bonds and capital injection
special bonds officially began on April 24, about one month earlier than in 2024.
This front-loading of fiscal efforts is aligned with the broader guidance to act
early rather than late.

On the monetary side, the Politburo emphasized "timely cuts to the reserve
requirement ratio (RRR) and policy interest rates, maintaining ample liquidity,
and strengthening support for the real economy." The People's Bank of China
(PBoC) has already conducted a larger-than-expected CNY 600 billion Medium-
Term Lending Facility (MLF) operation in April, resulting in a net liquidity
injection of CNY 500 billion—the largest net MLF injection since December 2023.
Consequently, China’s interbank funding costs have eased notably.

For now, the PBoC appears to be managing liquidity well through a combination
of MLF operations and targeted structural measures. However, given the
current circumstances—including tariff-related external pressures, subdued
domestic inflation trends, and a heavier government bond issuance schedule in
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May and June—we believe the window for a RRR cut in the second quarter has
effectively opened.

China’s industrial sector posted a solid recovery in the first quarter of 2025,
delivering stronger-than-expected results before the market’s expectations
were reshaped in April by escalating U.S. tariff actions.

In Q1, industrial profits grew by 0.8% YoY, reversing from a 3.3% YoY contraction
recorded in 2024. Industrial revenue also improved notably in March, supported
by a rebound in industrial production, with total revenue increasing by 3.4% YoY.

Under the stimulus of large-scale equipment renewal initiatives, profits in the
specialized equipment and general equipment sectors rose by 14.2% and 9.5%
YoY, respectively. This reinforced the positive momentum across the broader
industrial sector. Overall, equipment manufacturing profits increased by 6.4%
YoY in Q1, accounting for 32.0% of the total profits of industrial enterprises
above designated size. The sector contributed 2.0 percentage points to the
overall profit growth, underscoring its role as a key driver of industrial earnings
recovery.

While the Q1 performance reflects resilient fundamentals and early policy
support effects, the external environment has become more challenging post-
April amid heightened global trade tensions. Going forward, the resilience of the
equipment manufacturing sector and the implementation of domestic stimulus
measures will be critical in cushioning the potential headwinds from external
shocks.

For this morning, focus will be on the State Council press conference with senior
officials from the National Development and Reform Commission, Ministry of
Human Resources and Social Security, Ministry of Commerce and PBoC will
share the detailed plans how to stabilize employment and support economic
growth.

Hong Kong’s labour market showed signs of broad weakening, as
unemployment rate before seasonal adjustment rose across sectors. The
unemployment rate went up by 0.3 percentage point to 3.2% in the first quarter
of 2025, while the total unemployed persons rose to the highest level since 4Q
2022 (at 122.8k). However, during the same period, the seasonally adjusted
unemployment rate and underemployment rate stayed unchanged at 3.2% and
1.1% respectively.

Anecdotal evidence suggested that hiring sentiment turned worse, in view of
the widening trade war and growing macro uncertainties, though we have yet
to see corporate’s preemptive downsizing. To reflect the cyclical pain ahead, we
revised the full-year unemployment rate forecast for Hong Kong higher to 3.3%,
from the previous 3.1%.

Inflationary pressure in Hong Kong held steady, with headline CPI rising at 1.4%
YoY in March, same as that in February. Meanwhile, underlying CPI (netting out
the effect of all Government's one-off relief measures) rose at slightly slower
pace of 1.0% YoY (1.1% YoY in February). The smaller increase was mainly due
to fall in inbound and outbound transport fares and charges for package tours.
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Price pressure is likely to stay tamed in the near term, with deflationary pressure
from mainland spreading to and manifesting in Hong Kong. Prices of basic food
(majority of them sourced from mainland) fell to the lowest level since mid-
2023. In view of the still-sluggish domestic demand, and limited impact from
tariff imposition, we revised down the full-year inflation forecast to 1.7%, from
the earlier estimate of 2.0%.

Follow our podcasts by searching ‘OCBC Research Insights’ on Telegram!



$)OCBC

Facts
=  Chinaconcludedits April Politburo meeting
last Friday.

Facts

* In Q1, industrial profits grew by 0.8% YoY,
reversing from a 3.3% YoY contraction
recorded in 2024. Industrial revenue also
improved notably in March, supported by
a rebound in industrial production, with
total revenue increasing by 3.4% YoY.
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Key Development
OCBC Opinions

The April Politburo meeting introduced the concept of the "Four
Stabilities" —stabilizing employment, enterprises, markets, and
expectations. This new framework echoes the "Six Stabilities" first
proposed during the July 31, 2018, Politburo meeting at the height
of U.S.-China trade tensions under President Trump's first term,
which focused on stabilizing employment, finance, foreign trade,
foreign investment, investment, and expectations.

The renewed emphasis on stability reflects the leadership’s
bottom-line thinking. Employment remains fundamental to
people’s livelihoods and is a critical driver of consumption. The
Politburo specifically noted that for enterprises significantly
impacted by tariffs, the government will increase the proportion
of unemployment insurance refunds to help stabilize jobs and will
work to strengthen a tiered and categorized social assistance
system, reinforcing the social safety net.

On the macro policy front, the messaging has shifted from
"implementing more proactive and effective macro policies" to
"accelerating the implementation of more proactive and effective
macro policies." This signals a clear urgency to speed up the
execution of existing measures rather than introducing entirely
new stimulus programs.

On the fiscal side, the shift points to a faster pace of government
bond issuance. The issuance of ultra-long-term special
government bonds and capital injection special bonds officially
began on April 24, about one month earlier than in 2024. This
front-loading of fiscal efforts is aligned with the broader guidance
to act early rather than late.

On the monetary side, the Politburo emphasized "timely cuts to
the reserve requirement ratio (RRR) and policy interest rates,
maintaining ample liquidity, and strengthening support for the real
economy."

Key Economic News
OCBC Opinions

Among the 41 major industrial sectors, 24 sectors achieved YoY
profit growth in the first quarter. Notably, the manufacturing
sector showed significant improvement, with profits rising by 7.6%
YoY. The impact of the "Two Priorities, Two New" policies—
focused on promoting advanced manufacturing and upgrading
traditional industries—has become increasingly evident.

Under the stimulus of large-scale equipment renewal initiatives,
profits in the specialized equipment and general equipment
sectors rose by 14.2% and 9.5% YoY, respectively. This reinforced
the positive momentum across the broader industrial sector.
Overall, equipment manufacturing profits increased by 6.4% YoY
in Q1, accounting for 32.0% of the total profits of industrial
enterprises above designated size. The sector contributed 2.0
percentage points to the overall profit growth, underscoring its
role as a key driver of industrial earnings recovery.

While the Q1 performance reflects resilient fundamentals and
early policy support effects, the external environment has become
more challenging post-April amid heightened global trade
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Hong Kong: Labour market showed signs of
broad weakening, as unemployment rate
before seasonal adjustment rose across
sectors. The unemployment rate went up
by 0.3 percentage point to 3.2% in the first
quarter of 2025, while the total
unemployed persons rose to the highest
level since 4Q 2022 (at 122.8k). However,
during the same period, the seasonally
adjusted  unemployment rate and
underemployment rate stayed unchanged
at 3.2% and 1.1% respectively.

Hong Kong: Inflationary pressure held
steady, with headline CPI rising at 1.4% YoY
in March, same as that in February.
Meanwhile, underlying CPI (netting out the
effect of all Government's one-off relief
measures) rose at slightly slower pace of
1.0% YoY (1.1% YoY in February). The
smaller increase was mainly due to fall in
inbound and outbound transport fares and
charges for package tours.
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tensions. Going forward, the resilience of the equipment
manufacturing sector and the implementation of domestic
stimulus measures will be critical in cushioning the potential
headwinds from external shocks.

Compared to December 2024 — February 2025, Hong Kong’s
unemployed person jumped by 9.9% (or 11.1k) in the first quarter
of 2025, partly due to seasonality factor. Meanwhile, total labour
force continued to shrink, by 5.8k to 3,815.5k.

Relatively notable increases in unemployment rate were observed
in the information and communications sector, social work
activities sector, professional and business services sector, and
construction sector.

Anecdotal evidence suggested that hiring sentiment turned worse,
in view of the widening trade war and growing macro
uncertainties, though we have yet to see corporate’s preemptive
downsizing. To reflect the cyclical pain ahead, we revised the full-
year unemployment rate forecast higher to 3.3%, from the
previous 3.1%.

Among the components of CPI, prices of “durable goods”, “basic
food” and “clothing and footwear” fell by 0.5% YoY, 1.5% YoY, and
2.8% YoY respectively in March.

Price pressure is likely to stay tamed in the near term, with
deflationary pressure from mainland spreading to and manifesting
in Hong Kong. Prices of basic food (majority of them sourced from
mainland) fell to the lowest level since mid-2023. In view of the
still-sluggish domestic demand, and limited impact from tariff
imposition, we revised down the full-year inflation forecast to
1.7%, from the earlier estimate of 2.0%.
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