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China: Authorities Have taken Action,
but Caution is Warranted
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Against a challenging economic backdrop of deflationary
pressures, a deepening real estate crisis and a struggling
stock market, the Chinese authorities unveiled a
substantial package of stimulus measures to revive growth
and support the property and stock market. The scale and
coordination of these efforts exceeded expectations,
boosting market sentiment and triggering a sharp
response. As a result, the CSI 300 blue-chip index surged
more than 25% in just one week, reflecting renewed
optimism.

1. Chinais a leading trade partner, but the
macroeconomic environment is weak

China remains the world’s largest manufacturing center
and a leading trade partner, playing a crucial role in the
international supply chain. The country has become a
major driver of global innovation, with rising R&D
spending. In addition, China is also a dominant player in
the global mineral processing industry.

China’s weak social protection system has however led
households to accumulate substantial precautionary
savings, much of which has been invested in property.
But, as property values fall amid the ongoing real estate
crisis, this has triggered a negative feedback loop. Falling
property prices are eroding household wealth, further
undermining consumer confidence and leading to an even
greater propensity to save. In response, many Chinese are
shifting their savings into assets perceived as safer, such
as gold, as they seek to protect their wealth amid rising
uncertainty and economic headwinds. This dynamic is
exacerbating the current crisis, with weakened consumer
demand stalling the economic recovery and putting
additional strain on the broader economy.
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Although the stimulus measures are designed to inject
liquidity into the housing and stock markets, their future
impact on growth and retail sales is likely to be limited due
to inadequate targeting. In our view, a greater focus on
demand-side measures is critical to improving growth
prospects, especially given the external challenges China
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faces. Foreign investor sentiment remains weak, with
multinationals cutting back on new investments or even
divesting from existing assets. These domestic economic
hurdles, combined with deteriorating geopolitical relations,
are further undermining investor confidence.

I China: Foreign direct investment inflows
Investors exiting China at a record pace
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2. The economic impact of the measures may be
limited

Monetary easing may lower borrowing costs, but both
households and companies may remain reluctant to
borrow, while banks may be cautious about lending.
Additionally, Chinese households no longer view real
estate as a preferred investment, a sentiment that will be
difficult to reverse. Recent policy signals from the
Politburo have raised hopes for a substantial fiscal
stimulus to stabilize the property market, along with
structural reforms focused on boosting employment,
supporting low- and middle-income households, and
encouraging foreign investment. However, no specific
stimulus measures were unveiled at the National
Development and Reform Commission’s press conference
on October 8", leaving markets uncertain about concrete
actions.

3. China’s stock market hit by decline in investor
confidence

Retail investors dominate China’s A-share markets in
Shanghai and Shenzhen, holding roughly 80% of the total
market share. Meanwhile, around 80% of Chinese
household wealth is tied up in real estate. In this context,
the ongoing property crisis has taken a toll on consumers,
driving them away from the stock market.

Foreign investors have also become wary of Chinese
assets due to regulatory uncertainty, the severity of the
property liquidity crisis, and sluggish consumer demand.
Escalating tensions between the U.S. and China have only
worsened this outlook, with some investors, including the
U.S. federal government's main pension fund, excluding
Chinese and Hong Kong-listed stocks from their



portfolios, as evidenced by the fund's decision to halt
investments in China at the end of 2023.

4. How to navigate this environment?

Chinese, European, and mining equity markets have rallied
in response to the recent stimulus package. However, the
economic impact may not be as strong as anticipated.
Sectors linked to China, such as luxury goods and mining,
are unlikely to see a sharp rise in demand, especially as
China has been stockpiling commodities.

The recent rebound in Chinese markets is correcting some
of the excessive pessimism of recent years, but it will take
time to restore confidence among both domestic and
foreign investors. Market volatility is likely to persist, and
high expectations may lead to disappointment. While
China faces significant structural and cyclical challenges,
its leadership in key industries remains significant.
Investors should remain cautious and selective, focusing
on fundamentals to navigate this uncertain environment.
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Disclaimer

This publication is for information purpose only and does not
constitute any offer, inducement, and recommendation by CBH
Compagnie Bancaire Helvétique SA or any other members of its
group. Particularly, this publication does not constitute a
prospectus, and the published information is not to be understood
to be an offer of sale of any securities or an investment proposal of
any kind.

It is general information based on proprietary knowledge,
information furnished by third parties, and publicly accessible
sources. It is not solely the result of independent financial research,
therefore the legal requirements regarding the independence of
financial research do not apply. The information and opinions
expressed in this publication were published by CBH Compagnie
Bancaire Helvétique SA, as of the date of writing and are subject to
change without notice, in particular any prices indicated are current
as of the date of this publication, and are also subject to change
without notice.

Investments in the asset classes mentioned in this publication may
not be suitable for all recipients and may not be available in all
countries. This publication is not directed to, or intended for
distribution to or use by, any person or entity who is a citizen or
resident of, or located in, any locality, state, country or other
jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation. This publication has been
prepared without taking account of the objectives, financial
situation or needs of any particular investor. Before entering into
any transaction, investors should consider the suitability of the
transaction to individual circumstances and objectives.

Professional advice, including tax advice, should be sought if
investors are in doubt. The value of investments and the income
from them may fall as well as rise and is not guaranteed, therefore
they may not get back the original amount invested; the value of an
investment may fall suddenly and substantially; past performance
is not a guide to future performance; and levels and basis of, and
reliefs from, taxation may change from time to time. Changes in
foreign exchange rates may have an adverse effect on the price,
value or income of an investment.

Please note that the value of investments and the income from them
may fall as well as rise and is not guaranteed, therefore they may
not get back the original amount invested; the value of an
investment may fall suddenly and substantially; past performance
is not a guide to future performance; and levels and basis of, and
reliefs from, taxation may change from time to time. Changes in
foreign exchange rates may have an adverse effect on the price,
value or income of an investment.

No representation is made with respect to the accuracy and
completeness of this publication, and this publication should not be
relied on. Possible errors or incompleteness of the information
contained in this publication do not constitute grounds for liability.
Neither Compagnie Bancaire Helvétique SA nor any other members
of its group are liable for the information contained in this
publication.

This publication may only be distributed in countries where its
distribution is legally permitted by CBH's local entities. This
publication is not directed to any person in any jurisdiction where
(by reason of that person’s nationality, residence or otherwise) such
publications are prohibited.
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Important Distribution Information

Switzerland - This publication is distributed by CBH Compagnie
Bancaire Helvétique SA, an authorized and regulated entity by the
Swiss Financial Market Supervisory Authority FINMA in
Switzerland.

Bahamas - This publication is distributed to clients of CBH
Bahamas Ltd. and is not intended for distribution to persons
designated as a Bahamian citizen or resident for the purposes of
the Bahamas Exchange Control Regulations and rules. Thus, it is
only intended for persons who are designated or who are deemed
non-residents.

Hong-Kong - This publication is distributed by CBH Compagnie
Bancaire Helvétique SA, and is distributed by CBH Asia Limited on
its own behalf to its clients. CBH Asia Limited is a company licensed
with the Hong Kong Securities and Futures Commission (SFC), and
registered with the Mandatory Provident Fund Schemes Authority
(MPFA) and the Hong Kong Insurance Authority (1A).

UK - This publication is distributed to clients of and by CBH Wealth
UK Limited, authorized and regulated in the United Kingdom by the
Financial Conduct Authority [FRN 514546]. This document is
intended for general information purposes, and not considered as
investment research. For full information on CBH Wealth UK
Limited communications, please visit our website or speak to your
Relationship Manager.

United States - Neither this publication nor any copy thereof may
be sent, taken into or distributed in the United States or to any us
person.

This publication may contain information obtained from third
parties, including ratings, scoring measures, prices and other data.
Reproduction and distribution of third-party content in any form is
prohibited except with the prior written permission of the related
third-party. Third-party content providers do not guarantee the
accuracy, completeness, timeliness or availability of any
information, including ratings, and are not responsible for any errors
or omissions (negligent or otherwise), regardless of the cause, or
for the results obtained from the use of such content. Third-party
content providers give no express or implied warranties, including,
but not limited to, any warranties of merchantability or fitness for a
particular purpose or use. Third- party content providers shall not
be liable for any direct, indirect, incidental, exemplary,
compensatory, punitive, special or consequential damages, costs,
expenses, legal fees, or losses (including lost income or profits and
opportunity costs) in connection with any use of their content,
including ratings. Credit ratings are statements of opinions and are
not statements of fact or recommendations to purchase, hold or sell
securities. They do not address the market value of securities or the
suitability of securities for investment purposes, and should not be
relied on as investment advice.

Copyright and database rights protection exists in this publication
and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of CBH
Compagnie Bancaire Helvétique SA. All rights are reserved.
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