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MSCI China index dropped by 10.53% in the month of January, which is a very big monthly 

decline. Several factors led to the downside trigger, including a lack of necessary policy 

responses to boost business and consumer confidence, concerns about US-China relations, 

early worries about Hong Kong's fiscal conditions, and the unwinding of onshore structural 

products. But we have still seen many positive aspects. On Jan 2, the People's Bank of China 

announced the reintroduction of PSL after a hiatus of more than 10 months. On Jan 24, the 

Governor of the People's Bank of China, Pan Gongsheng, unexpectedly announced a reduction 

of 0.5 percentage points in the reserve requirement ratio for financial institutions, starting from 

February 5th of this year. The central bank also announced a reduction of 0.25 percentage 

points in the interest rates for Agricultural Development Re-lending, Small and Micro Enterprise 

Re-lending, and Rediscount loans, starting from January 25th of this year. On the same day, the 

SASAC said they will comprehensively promote the inclusion of market value management in 

the performance appraisal system for the executives at listed SOEs so that investors can benefit 

from higher profitability and the country's high-quality development can be facilitated by 

improved competitiveness.
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Economic Data 

China’s manufacturing PMI index rose to 49.2 in Jan from 49.0 in Dec. The output and new 

orders sub-index improved to 51.3 and 49.0 in Jan from 50.2 and 48.7 in Dec, respectively. The 

non-manufacturing PMI rose to 50.7 in Jan from 50.4 in Dec. The services PMI decreased to 

50.1 in Jan from 4.93 in Dec. The PMIs of service industries such as postal and railway 

transportation were above 60 while the PMIs of real estate and public facility management were 

below 50. The construction PMI decreased to 53.9 in Jan from 56.9 in Dec because the 

construction industry has entered the off-season on low temperatures in winter and the 

upcoming Chinese New Year holiday. 

MSCI China index dropped by 10.53% in the month of January, which is 

a very big monthly decline. Several factors led to the downside trigger, 

including a lack of necessary policy responses to boost business and 

consumer confidence, concerns about US-China relations, early 

worries about Hong Kong's fiscal conditions, and the unwinding of 

onshore structural products. But we have still seen many positive 

aspects. Beyond the national team’s measured and recurrent 

purchases of leading indices, policy actions have centered around 

rebalancing the onshore market’s microstructure and returns to 

shareholders for likely steadier outcomes.



Sino-US relationship worsens than expectation. International geopolitics worsens than 

expectation; China's economy recovers less than expected.
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Looking forward, we maintain our long-term positive view on the Chinese equity market. Beyond 

the national team’s measured and recurrent purchases of leading indices, policy actions have 

centered around rebalancing the onshore market’s microstructure and returns to shareholders 

for likely steadier outcomes. The ban on new lending of restricted shares is a plus, and the 

existing book of stock loans will expire in due time to ease selling pressure. For SOEs, new KPIs 

of ROE and operating cash flow introduced last year will likely be expanded to include market 

value management, with cash dividends and share buybacks encouraged. We also believe that 

the feedback from the current market and sentiment will drive the introduction of more favorable 

policies.

In terms of portfolio positioning, we will continue to seek a balance between value and growth. 

We continue to focus on the long-term policy beneficiaries (e.g. software localization and 

advanced manufacturing), short-term policy beneficiaries (property and property-related sectors), 

and reopening-related opportunities (e.g. consumer, Internet, and financials). We will prudently 

pay attention to some thematic opportunities, including AI and SOE re-rating.

Outlook 
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In December, the US bond market experienced significant volatility, 

with US Treasury yields continuing their substantial decline from 

November. Overall, we maintain a neutral view on the US economy for 

2024. Economic growth is expected to moderate but should avoid a 

severe recession barring any black swan events. The pace of credit 

contraction is a key indicator to monitor, and there are two risk points 

to be cautious of. Currently, we remain cautious on duration, and stay 

alert to the potential reversal of the extremely optimistic trading logic 

seen in the market over the past two months, which could lead to asset 

price corrections.

Global risk sentiment was generally positive in January, as strong US economic data led to a 

decline in expectations for a rate cut in March, while US Treasury yields traded within a range 

and credit spreads continued to tighten. The overall outcome of 2024’s first interest rate meetings 

of developed markets met market expectations, with Federal Reserve officials mitigating market 

expectations for rate cuts while mentioning a slowdown in the pace of balance sheet reduction. 

Geopolitical conflicts persisted but had limited impact on the market. In terms of major asset 

performance for the month, there was differentiation among regions: in developed markets 

equities outperformed fixed income, while in China equities lagged behind fixed income.

Market Performance
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US Treasury yields initially rose and then fell in January, with the yield curve steepening. 

Volatility decreased significantly compared to most of the previous year, as strong economic 

data and improving supply-demand expectations led various types of investors to exercise 

restraint at current levels. In the corporate bond market, new supply was large in various sectors 

in Europe and the United States, but market digestion was favourable. Credit spreads mostly 

narrowed, except for the first three days of the new year. In terms of sector performance, the 

banking and financial sectors and ultra-long duration bonds continued to outperform. Chinese 

USD bonds continued to perform steadily, with investment-grade credit spreads unaffected by 

the decline in stocks and instead continued to tighten to multi-year lows, while property bonds 

had slight overall gains.
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Economic Data 

US economic indicators pointed to a "soft landing" in December, with US GDP growth for the 

fourth quarter at 3.3%, significantly surpassing market expectations of 2.0%. Although core CPI 

exceeded expectations slightly, inflation data displayed relatively optimistic sub-component 

structures. Employment data, both non-farm and job vacancy figures, were stronger than 

expected. Other economic data, including retail, consumer confidence, and PMI, were better 

than anticipated, with housing data being relatively weak. In terms of monetary and fiscal 

policies, most Federal Reserve officials' speeches in the middle of the month aimed to control 

excessive market expectations for rate cuts. The FOMC meeting leaned slightly hawkish, but the 

market remained calm, with futures pricing indicating a probability of rate cuts in March falling 

below 50%. The Treasury's refinancing plan for the new quarter was lower than market 

expectations due to improving fiscal revenues. In other countries, European inflation receded but 

still faced pressure from technical recession, while long-term government bond yields showed a 

more pronounced rebound. The Bank of Japan's interest rate meeting mentioned the possibility 

of rate hikes in March and April, with the objective of controlling market expectations.

Outlook

Looking ahead, the global market sentiment remained fervent in the first month of 2024. 

Although both the market and the Federal Reserve made certain adjustments to expectations of 

an early rate cut in March, this was largely due to the heating up of expectations for a soft 

landing. If economic data and market performance continue as they did at the beginning of the 

year, the Fed may still adopt a cautious forward guidance approach in the short term, not rushing 

to initiate rate cuts or slow down balance sheet reduction. Conversely, if economic data weakens 

due to the impact of high base figures or if more companies fail to meet profit expectations, 

leading to a dampening of risk sentiment in risk assets, the Fed may choose to provide timely 

liquidity to repair cracks and prevent this round of rate hikes from ultimately falling short. These 

factors collectively will result in a certain offsetting effect on fixed income assets, and short-term 

market conditions will continue to be characterized by volatility. A potentially significant source of 

uncertainty may arise from the market's anticipation of potential policy adjustments if Trump 

returns to power this election year. 

Regarding interest rates, we believe that the steepening of the yield curve remains relatively 

certain in the medium term, although the process may not be entirely smooth, especially as the 

supply-demand situation of short-term Treasuries may cause some disturbance. Credit spread 

valuations have essentially returned to the low levels seen at the end of 2021, and we believe 

that the short-term optimistic sentiment will support continued low-level volatility in spreads, with 

the possibility of periodic corrections. However, as expectations for rate cuts increase and 

volatility decreases, the correlation between credit and interest rates may gradually return to a 

normal negative correlation. As we adopt a relatively restrained and balanced allocation strategy 

for the credit market, without excessive bets on a single duration or country, we actively seek 

trading opportunities during the fluctuation process of multiple bottoms and multiple tops in the 

market, and explore investment opportunities in emerging market countries during phases of 

liquidity injection from the Fed.
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Disclaimer: 

This material is for informational and reference purpose of the intended recipients only, and does not constitute solicitation of any 

transaction in any securities or collective investment schemes, nor does it constitute any investment advice. The content of this 

material about a fund (if any) is not applicable to persons who live in areas where the release of such content is restricted. No one 

shall regard this material as an offer or invitation to purchase or subscribe to fund shares, nor use the fund subscription agreement 

under any circumstances, unless the invitation and distribution are legal in the relevant jurisdictions. Non-Hong Kong investors are 

responsible for complying with all applicable laws and regulations in their relevant jurisdictions before reading the information 

contained in this material.

The information contained in this material only reflects current market conditions and the judgment of China Asset Management 

(Hong Kong) Company Limited (the "Company") on the date of compilation. It does not represent an accurate forecast of individual 

securities or market trends, and judgments are subject to change at any time without prior notice. When composing this material, the 

Company relied on and assumed the correctness and completeness of the information provided by the public media. The Company 

believes that the information contained in this material is reliable; however, the Company does not guarantee the completeness and 

accuracy of the material. The Company or its associated companies, directors and employees shall not be liable for any errors or 

omissions in the information provided in this material, and the Company shall not be responsible for any loss incurred by any person 

as a result of reliance on or use of such information.

Investment involves risks. Past performance does not represent future performance. The price of the fund and its return may go up 

or down and cannot be guaranteed. Investment value may also be affected by exchange rates. Investors may not be able to get 

back the original investment amounts.

This material has not been reviewed by the Hong Kong Securities and Futures Commission. Issuer: China Asset Management 

(Hong Kong) Company Limited. Without the consent of China Asset Management (Hong Kong) Company Limited, you may not copy, 

distribute or reproduce this material or any part of this material to anyone other than the intended recipient.

China Asset Management (Hong Kong) Limited

Phone: (852) 3406 8688

Fax: (852) 3406 8500

Product inquiry and client service

Email: hkservice@chinaamc.com

Phone: (852) 3406 8686

www.chinaamc.com.hk37/F, Bank of China Tower, 1 Garden Road, Hong Kong

Follow us: ChinaAMC (HK)
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