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Overview

• China’s Ministry of Finance (MOF) held a briefing on 12 October 2024
• No specific quantum of fiscal support mentioned 
• Measures in context of policy path are significant
• Sorting out local government debt issue is crucial
• Resistance to use deficit spending is fading
• Still see opportunities to buy at lower levels, especially for domestically oriented sectors
• The US elections on 5 November 2024 could be an event risk 
• The US presidential race will be a close one
• Consider adding Chinese equities meaningfully after the US elections on 5 November 2024

Quick take: China MOF Briefing on 12 October 2024

The US elections on 5 November 2024 could be an event risk for
Chinese stocks. Betting markets indicate Trump is ahead of VP
Harris for the White House (Fig. 2), but polling appears to
suggest Harris is marginally ahead. One thing is clear: the race
will be a close one and things can still change between now and
election day.

China’s Ministry of Finance (MOF) held a briefing on Saturday,
12 October 2024 after one by the NDRC earlier in the week.
Key initiatives announced included: (1) an additional RMB400b
of additional local bond issuances, (2) expanding special local
bond issuances to allow purchases of undeveloped land and
unsold homes, (3) some program of undisclosed size to deal
with the local government’s debt burden and (4) issuance of
central government special bonds to boost the core equity tier 1
capital of China’s six largest banks.

Many economists and investors seem disappointed that the
MOF did not reveal a specified quantum of fiscal support.
However, these measures when put in the context of the policy
path that was pursued thus far, are not without significance.

First, sorting out the local government debt quagmire is
important as actual fiscal spending is ultimately done at the
local level. A lack of land sales and high debt level have
constrained local government spending. Unlocking this
bottleneck will help local government to meet their spending
targets which is running at less than half of the budget.

Second, the forward guidance is encouraging. The MOF noted
that China still has fiscal flexibility to counter cyclical challenges
and will do so if necessary. This is probably the most
consequential point and represents China’s “put option” on the
economy.

The resistance to use deficit spending to support the economy
appears to be fading.

Despite the rally since September, China is still trading at a
large valuation discount to global markets and on an absolute
basis, 40% below the COVID reopening levels in early 2021
(Fig. 1). We continue to see opportunities to buy at lower levels,
especially for domestically oriented sectors.

Figure 2: Betting Odds – Presidential Election Winners 
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Figure 1: MSCI China still trading below 2021 highs 

Under a Trump second term, Chinese stocks could see another
leg of sell-off given the risk of substantial tariffs (60%) on
Chinese imports. Hence, it might be advisable for investors to
add Chinese equities more meaningfully after the presidential
elections on 5 November 2024.
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Disclaimer

General
This document contains material based on publicly-available information. Although every reasonable care has been taken to

ensure the accuracy and objectivity of the information contained in this document, United Overseas Bank Limited (“UOB”) makes no

representation or warranty as to, neither has it independently verified, the accuracy or completeness of such information (including

any valuations mentioned). UOB neither represents nor warrants that this document is sufficient, complete or appropriate for any

particular purpose. Any opinions or predictions reflect the writer’s views as at the date of this document and may be subject to

change without notice.

The information contained in this document, including any data, projections and underlying assumptions, are based on

certain assumptions, management forecasts and analysis of known information and reflects prevailing conditions as of the

date of publication, all of which are subject to change at any time without notice. Past performance figures are not indicative

of future results.

Not an offer or solicitation to any particular person
This document should not be regarded as an offer or solicitation to any particular person to transact in any product mentioned.

Before deciding to invest in any product mentioned, please seek advice from your financial, legal, tax or other appropriate

advisers on the suitability of the product for you, taking into account your specific investment objectives, financial situation or

particular needs (to which this document has no regard). If you do not wish to seek such advice, please consider carefully whether

any product mentioned is suitable for you.

Risks
An investment in any product mentioned in this document may carry different risks of varying degrees, including credit, market,

liquidity, legal, cross-jurisdictional, foreign exchange and other risks (including the risks of electronic trading and trading in

leveraged products). Nothing in this publication constitutes personalised accounting, legal, regulatory, tax, financial or other

advice that regards the personal circumstances of a particular recipient. Please speak to your financial, legal or other appropriate

adviser to understand the risks involved and whether it is appropriate for you to assume such risks before investing in any product.

Any description of investment products is qualified in its entirety by the terms and conditions of the investment product and if

applicable, the prospectus or constituting document of the investment product.

Valuation
Product valuations in this document are only indicative and do not represent the terms on which new products may be entered

into, or existing products may be liquidated or unwound, which could be less favourable than the valuations indicated herein.

These valuations may vary significantly from those available from other sources as different parties may use different assumptions,

risks and methods.

No liability
To the fullest extent permitted under applicable laws and regulations, UOB and its affiliates shall not be liable for any loss or

damage howsoever arising as a result of any person acting or refraining from acting in reliance on any information, opinion,

prediction or valuation contained herein.

UOB and its affiliates involved in the issuance of this document may have an interest in the products mentioned in this document

including but not limited to, marketing, dealing, holding, acting as market-makers, performing financial or advisory services,

acting as a manager or co-manager of a public offering, of persons mentioned in this document. UOB and its affiliates may also

have alliances, contractual agreements, or broking, investment banking or any other relationships for the provision of financial

services, with any product provider mentioned in this document. UOB and its affiliates may have issued other reports, publications

or documents expressing views which are different from those stated in this document and all views expressed in all reports,

publications and documents are subject to change without notice.

Others
Unless you are notified otherwise by UOB, UOB deals as a principal in any transaction which UOB has been instructed to

effect, other than transactions relating to securities traded on an exchange, unit trusts and funds on your behalf where UOB acts

as your agent.

Singapore. This document and its contents are intended for Accredited Investors (as defined in Section 4A of the Singapore

Securities and Futures Act (Chapter 289)).

Hong Kong. This document and its contents are intended for “professional investors” (as defined in the Securities and Futures 

Ordinance (Chapter 571 of the Laws of Hong Kong) (the “SFO”) and its subsidiarity legislation) (“Professional Investors”). Shares 

or debentures in a company may not be offered or sold in Hong Kong, by means of any document, other than (i) to Professional 

Investors; or (ii) in other circumstances which do not result in the document being a “prospectus” within the meaning of the 

Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong)(the “CWUMPO”) or 

which do not constitute an offer to the public within the meaning of the CWUMPO. Unless permitted to do so under the laws of 

Hong Kong, no person may issue or have in his/her possession for the purpose of issue, or will issue, or have in his/her possession
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for the purposes of issue, any advertisement, invitation or document relating to the securities, structured products or interests

in collective investment schemes whether in Hong Kong or elsewhere, which is directed at, or the contents of which are likely

to be accessed or read by, the public of Hong Kong, other than with respect to the securities, structured products or interests

in collective investment schemes that are or are intended to be disposed of only to persons outside Hong Kong, or only to

Professional Investors.

WARNING: The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised

to exercise caution in relation to this document. If you are in any doubt about any of the contents of this document, you should

obtain independent professional advice.

This document may only be distributed in countries where its distribution is legally permitted. This document is not directed to any

person in any jurisdiction where (by reason of that person’s nationality, residence or otherwise) such publications are prohibited

This document may contain proprietary information of UOB (or its product providers) and may not be reproduced or disseminated

in whole or in part without UOB’s prior consent.

If there is any inconsistency, or any difference in meaning between the English version and any translation of this document, the

English version shall apply and prevail.

United Overseas Bank Limited. Co. Reg. No. 193500026Z
United Overseas Bank Limited is a licensed bank in Hong Kong and is a registered institution in respect of Types 1 (Dealing in

Securities) and 4 (Advising on Securities) regulated activities under the SFO.
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