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MSCI China index rose by 0.88% in the month of March. China's CPI inflation rose to +0.7% yoy 

in February from -0.8% yoy in January, on both a sequential rise and a low base. Strong food 

price inflation, plus increased services prices given Lunar New Year holiday period, were the 

major drivers behind the first positive CPI numbers since last October. During the Two Sessions, 

it was announced that China's GDP growth target for this year is around 5%, and the inflation 

target is around 3%. In terms of fiscal policy, the central government has decided to target a 

deficit ratio of approximately 3% for the year 2024, corresponding to a deficit scale of 4.06 trillion 

yuan. In addition to this planned arrangement, there is also a proposal to allocate 3.9 trillion 

yuan of special bonds to local governments. In terms of monetary policy, the scale of social 

financing and the money supply are in line with the targets for economic growth and expected 

price levels. The State Council released an action plan to promote large-scale equipment 

renewals and trade-ins of consumer goods, according to a circular issued on March 13.
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The MSCI China Index rose 0.88% in March. China's consumer price index 

rose from -0.8% in January to +0.7% in February on a low base, with strong 

food price increases and an increase in service prices during the Spring 

Festival holiday marking the first time since October last year that the CPI 

The main driver of positive growth. During the two sessions, China 

announced a GDP growth target of approximately 5% and an inflation 

target of approximately 3% this year. In terms of fiscal policy, the central 

government decided to set the deficit ratio in 2024 at about 3%, with the 

corresponding deficit scale being 4.06 trillion yuan. In addition to this 

planned arrangement, there is also a proposal to issue 3.9 trillion yuan of 

special bonds to local governments. In terms of monetary policy, the scale 

of social financing and money supply are consistent with the goals of 

economic growth and expected price levels. The State Council released an 

action plan to promote the renewal of large equipment and replacement of 

consumer goods based on a document released on March 13. Looking 

ahead, we maintain a long-term positive view on China's stock market. The 

3% deficit ratio target and the issuance of 1 trillion yuan of special 

government bonds are basically in line with market expectations. The 

overall tone of monetary policy continued the tone of the previous Central 

Economic Work Conference. People's Bank of China Governor Yi Gang 

also mentioned that there is still enough room for monetary policy, and it 

is possible to further reduce the deposit reserve ratio in the future. 

Equipment upgrade and replacement programs are expected to be 

important initiatives to drive consumption and investment.



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. The 

target of the 3% deficit ratio, along with the issuance of 1 trillion yuan of special national bonds, 

is largely in line with market expectations. The overall tone of the monetary policy continues the 

tone set by the previous Central Economic Work Conference. People's Bank of China Governor 

Pan Gongsheng also mentioned that there is still sufficient room for monetary policy and that 

there is potential for further reserve requirement ratio cuts in the future. The equipment upgrade 

and trade-in plan is expected to Become an important measure to drive consumption and 

investment.

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) and economic recovery-related opportunities (e.g. consumer, Internet, 

and financials). We will prudently pay attention to some thematic opportunities, including AI and 

SOE re-rating.

Outlook 

Economic Data 

China’s manufacturing PMI index rose to a stronger-than-expected 50.8 in Mar from 49.1 in Feb. 

Among major sub-indexes of NBS manufacturing PMI, the new orders sub-index improved to 

53.0 from 49.0, the output sub-index increased to 52.2 from 49.8, and the employment sub-index 

inched up to 48.1 from 47.5.  The non-manufacturing PMI rose to 53.0 in Mar from 51.4 in Feb, 

with activities in both the services and construction sectors accelerating in March. The services’ 

PMI increased to 52.4 in Mar from 51.0 in Feb. According to the survey, the PMIs of transport 

service industries such as postal, telecommunication and satellite transmission services were 

above 60, while the PMIs of catering and real estate service industries were below 50 in March. 

The construction PMI rose to 56.2 in March from 53.5 in Feb. NBS noted that the construction 

progress of projects accelerated in March thanks to warmer weather and the intensive 

launching/resumption of construction projects post the LNY holiday. 
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The market was generally calm in March, and the decisions of many central 

bank meetings were basically in line with market expectations. The Federal 

Reserve's FOMC meeting was slightly dovish and raised economic forecasts 

and long-term neutral interest rates. However, it expressed a relatively 

optimistic stance on inflation and the dot plot remained at three times 

throughout the year. In terms of interest rate cut predictions, the market's 

pricing of the number of interest rate cuts throughout the year has fallen 

slightly, and U.S. bond interest rates have fluctuated within a narrow range 

throughout the month. U.S. economic data is still relatively tangled. In terms 

of employment, the unemployment rate is weaker than expected, while PMI, 

consumer confidence, durable goods orders and other data are basically in 

line with expectations and have not continued to weaken last month. In terms 

of inflation, CPI is higher than expected, and the trend of future economic 

data is still the core factor in determining the monetary policies of central 

banks. As for interest rates, we believe that the short term will still be 

dominated by shocks. The basic view is still to cut interest rates 3-4 times 

during the year. If the inflation data declines, the interest rate cut may come 

soon and drive interest rates back down. Otherwise, the trading range since 

the beginning of the year will continue. Seeing fluctuations, the overall 

outlook on interest rate duration is relatively optimistic.

The overall market in March remained relatively calm, with central bank decisions from various 

countries largely in line with market expectations. The FOMC meeting was slightly dovish stance 

by raising economic forecasts and long-term neutral interest rates. However, they maintained a 

relatively optimistic view on inflation and projected three interest rate cuts for the year in their dot 

plot. Market pricing for the total number of rate cuts in the year slightly decreased, resulting in 

narrow fluctuations in US Treasury yields throughout the month. The Bank of Japan ended 

negative interest rate policy, although the yen weakened. Overall market sentiment remained 

positive, with most major asset classes posting gains for the month. Commodities outperformed 

both stocks and bonds.
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Treasuries exhibited a generally volatile trend throughout the month, with Treasury 

yields moving upwards periodically, reflecting continued market speculation. In the 

credit market, primary supply remained robust, carrying forward the momentum seen 

since the beginning of the year. Credit spreads also continued tightening and resumed 

the conventional negative correlation with benchmark interest rates. Across industries, 

the global utilities sector performed relatively well, while financial subordinated bonds 

lagged behind. In the Chinese market, performance was strong throughout the month, 

as investment-grade credit spreads continued to compress, reaching new historical 

lows. Real estate bonds experienced high volatility, initially declining but later 

rebounding, driven by news and market sentiment.
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Economic Data 

The US economic data remains mixed. In terms of employment, the unemployment rate was 

weaker than expected, and the previous month's job additions were revised downward. 

However, data such as PMI, consumer sentiment, and durable goods were generally in line with 

expectations and did not continue the weakening trend seen in the previous month. Inflation-

wise, the CPI exceeded expectations, driven by a rebound in commodity and energy prices, 

while PCE measure performed better than market expectations. In contrast, Europe and Japan 

experienced a larger-than-expected slowdown in inflation, with economic data falling short of 

expectations. The future trajectory of economic data remains a key factor determining the 

monetary policy of central banks worldwide.

Outlook

Expectations of rate cuts continue to be the key driver of major asset classes. Against this 

backdrop, stocks have shown strong performance, bond volatility has decreased, and gold has 

risen in response to declining real interest rates. If the US economy achieves a soft landing as 

expected by the market, and the Federal Reserve begins cutting rates in the second half of the 

year as planned, it is anticipated that market sentiment will remain stable, and risk assets will 

continue to fluctuate at relatively high valuations. Regarding the US economy, our view is that 

consumer data may gradually weaken, but investment-related data may exhibit resilience as the 

restocking process restarts. We expect employment data and core inflation to continue a slow 

decline, while the Fed maintains a wait-and-see approach to guiding market expectations. The 

main sources of uncertainty for the US are likely to come from domestic and international political 

risks. In other countries, Europe and Japan face greater fiscal pressures, which may lead to 

monetary policies that lean more dovish than market expectations. Emerging markets, on the 

other hand, are supported by gradually easing liquidity conditions.

Regarding interest rates, the short term will likely continue to be characterized by volatility. Our 

basic view remains that there will be 3-4 interest rate cuts within the year. If inflation data trend 

lower, rate cuts may come quickly, leading to a decline in interest rates. Otherwise, rates will 

continue to fluctuate within the trading range observed since the beginning of the year. Overall, 

we maintain a relatively optimistic stance on interest rate duration. In terms of credit, credit 

spread valuations in most sectors have become too expensive, even surpassing corresponding 

equity assets. Therefore, our main focus is on selectively allocating to securities with strong 

technical support that can resist downside pressure, while seeking opportunities in emerging 

market countries and industries with value disparities to achieve excess returns. We will continue 

to optimize our positions based on the risk preferences of different portfolios, adopting a 

relatively balanced approach to allocation. Moreover, by capturing trading opportunities amid 

market volatility, we aim to further enhance risk-adjusted returns for our portfolios.
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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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