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China Policy

Credit growth slowed in December yet may

rebound in 2023

China’s new credit continued to decline in December as population mobility and
economic activity temporarily dropped after reopening. New mortgage, consumer
credit and short-tern business operation loans all declined as housing sales,
household consumption and business condition remained weak. Looking forward,
credit growth may gradually rebound in 2023, as the reopening, credit loosening
and pro-business shift should support a resumption in economic activity as well
as in credit demand. We expect new renminbi loans and total social financing to
increase 11% and 10% in 2023 after rising 4.9% and 1.4% in 2022. The GDP
growth is expected to rise from 2.7% in 2022 to 5.1% in 2023.

B New credit continued to decline as economic activity followed a J-curve
trend after reopening. Total social financing dropped 44.7% YoY in
December after rising 23.5% YoY in November. The YoY growth of
outstanding social financing decelerated from 10% in November to 9.6% in
December. New renminbi loans to real sector picked up 38.7% in December
after dropping 12.1% in November. However, off-balance-sheet credit
continued to shrink amid the new WMP regulation and risk aversion towards
property projects. Meanwhile, corporate bond financing sharply declined as
business capex weakened. Local government bond financing also dropped as
local governments used up most of their special bond quotas in the first three
guarters.

B New mortgage, consumer credit and short-term business loans
continued to decline as housing sales, consumption and business
condition remained weak. New medium to long-term loans to households
dropped by 47.6% in December after decreasing 63.9% in November as
housing sales remained weak. Meanwhile, new short-term loans to
households were negative as individual consumption declined before
resumption shortly after the reopening. Short-term loans to enterprises also
experienced MoM declines as business condition further deteriorated.
However, new medium & long-term loans to enterprises jumped over 200%
thanks to credit support to manufacturing and infrastructure investment.

B China is likely to maintain easing liquidity and credit policy ahead.
China’s growth will remain below the potential growth this year as overseas
economy slows down and the resumption of domestic demand should be in a
gradual manner. The reflation pressure after reopening should be mild for
China. Therefore, China is likely to maintain easing liquidity and credit policy
ahead. We expect the PBOC to cut RRR and LPRs by moderate magnitudes
this year. The central bank will further ease mortgage policy to first-home and
second-home buyers. Credit condition for manufacturing and service sector
should be very easing. The central bank will encourage banks to roll over the
debt of qualified property developers and local government financing vehicles.
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Figure 1: Growth of outstanding OBS financing

Figure 2: Growth of outstanding bond financing
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Figure 3: Total social financing
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Figure 4: OBS financing
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Figure 5: Bond financing
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Figure 6: New M&L term loans to households
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Figure 7: New short term loans to households

Figure 8: New M&L term loans to enterprises

(Rmb bn)
600 -

400 -
200 -

O -
(200) -

(400) -

(600) A

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

= 2020 m2021 m 2022

(Rmb bn)
2,300 A

1,800

1,300

800

300 A

(200) -

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

m2020 2021

m2022

Source: Wind, CMBIGM

Figure 9: New short term loans to enterprises
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Figure 10: Bill financing to enterprises
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Figure 11: Growth of credit & money supply
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Figure 12: M1 growth & M1 as % of M2
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Figure 13: PBOC claims to large and S&M banks

Figure 14: Total social financing & CSI300 index
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Figure 17: Growth of housing sales by cities
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Figure 18: Growth of land sales
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Figure 19: Infrastructure investment

Figure 20: US-Sino interest spreads
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Figure 21: Sino-US growth gap & RMB/US$ change Figure 22: Net forex inflow
(ppt) (%) (US$ bn)
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Figure 23: Money market funding cost
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Figure 24: Bond market rates
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