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In August, the MSCI China Index rebounded slightly by 0.78%. On August 3rd, the State Council 

issued the "Opinions on Promoting the High-Quality Development of Service Consumption," 

proposing to expand the opening up of the service industry, focusing on improving service 

quality, enriching consumption scenarios, and optimizing the consumption environment. On 

August 25th, the Ministry of Commerce and four other departments issued a notice on further 

improving the trade-in of old appliances, providing subsidies to individual consumers who 

purchase Class 2 and above products in 8 categories of home appliances, amounting to 15% of 

the final selling price, and offering an additional 5% subsidy for products with Class 1 and above 

energy efficiency or water efficiency. On August 29th, President Xi Jinping met with U.S. 

National Security Advisor Sullivan, stating that China is committed to the stable, healthy, and 

sustainable development of U.S.-China relations and hopes the U.S. will work with China in the 

same direction, viewing China and its development with a positive and rational attitude. 

Additionally, there are expectations of a new round of policy support this month, with fiscal 

measures in July measuring the enhancement of fiscal strength through a pulse of fiscal deficits. 

On August 30th, Bloomberg reported that China may further reduce interest rates on existing 

home mortgages domestically.
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Economic Data 

China’s manufacturing PMI index edged down to 49.1 in August from 49.4 in July. Among major 

sub-indexes of NBS manufacturing PMI, the new orders sub-index edged down to 48.9 from 

49.3, the output sub-index decreased to 49.8 from 50.1, while the employment sub-index 

decreased to 48.1 from 48.3. The non-manufacturing PMI edged up to 50.3 in August from 50.2 

in July, entirely driven by improvement of activity in the services sector, thanks to the boost from

With clear expectations of rate cuts overseas, a retreat in the U.S. dollar index, 

recent consecutive appreciation of RMB, and the recovery of this year's 

decline, this bodes well for Chinese equity assets. The "Opinions on 

Promoting the High-Quality Development of Service Consumption" provides 

strong support for high-quality economic development, favoring the 

subsequent development of consumption-oriented service industries and 

boosting market confidence in the service consumption sector. The detailed 

implementation rules for the second round of exchanging old home 

appliances for new ones have been released, and the nationwide rollout of 

this program is expected to follow. Coupled with the upcoming traditional 

peak shopping season "Golden September and Silver October," a noticeable 

acceleration in offline retail sales of home appliances is anticipated in the 

near future.



summer holiday in August. The services PMI increased to 50.0 from 50.2. According to the 

survey, the PMIs of railway and airline transportation, postal, telecommunication and satellite 

transmission services industries were above 55, while the PMIs of retail sales, capital market 

services and real estate services industries were below 50 in July. The construction PMI fell to 

50.6 in August from 51.2 in July.
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Outlook

Looking forward, we maintain our long-term positive view of the Chinese equity market. With 

clear expectations of rate cuts overseas, a retreat in the U.S. dollar index, recent consecutive 

appreciation of RMB, and the recovery of this year's decline, this bodes well for Chinese equity 

assets. The "Opinions on Promoting the High-Quality Development of Service Consumption" 

provides strong support for high-quality economic development, favoring the subsequent 

development of consumption-oriented service industries and boosting market confidence in the 

service consumption sector. The detailed implementation rules for the second round of 

exchanging old home appliances for new ones have been released, and the nationwide rollout of 

this program is expected to follow. Coupled with the upcoming traditional peak shopping season 

"Golden September and Silver October," a noticeable acceleration in offline retail sales of home 

appliances is anticipated in the near future. Regarding reports of a possible reduction in existing 

home mortgage rates domestically, there is mention of the potential allowance for existing home 

mortgages to seek refinancing. If realized, this could potentially reduce the burden of household 

debt, boost consumption, and alleviate the trend of residents actively deleveraging.

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.

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

expectation; China's economy recovers less than expected.

-20

-10

0

10

20

30

40

25

30

35

40

45

50

55

60

65

01/201906/201911/201904/202009/202002/202107/202112/202105/202210/202203/202308/202301/202406/2024

China PMI Data
PMI-Manufacturing

PMI-non Manufacturing

Industrial Add Value:

yoy



Equity

4
Data Source: unless otherwise specified, the data in this report extracted from Bloomberg and Wind, as of 31 August 2024. Data shown is for 

informational and reference purposes only, historical data does not represent future trend of development. 

25

35

45

55

65

75

01/2019 08/2019 03/2020 10/2020 05/2021 12/2021 07/2022 02/2023 09/2023 04/2024

China PMI DataPMI:New Order

PMI:Producing

PMI:Raw Materials

PMI:Purchase Price of Raw

Materials

-200

-150

-100

-50

0

50

100

150

200

-30

-20

-10

0

10

20

30

40

China Economy Activities

FAI: yoy Total Retail Sales of Consumer Goods: yoy Net Export: yoy



In August, risk sentiment gradually improved. Federal Reserve Chairman Jerome Powell 

indicated during the July FOMC meeting that the earliest opportunity for a rate cut could occur at 

the September FOMC meeting, contingent on economic data. At the August Jackson Hole global 

central banking conference, Powell formally announced that "the time for policy adjustment has 

arrived," shifting focus towards the labour market. The heightened expectations for interest rate 

cuts contributed to a rebound in equity markets, which recovered from corrections experienced in 

late July and early August, approaching previous highs. However, despite the recovery in risk 

assets like U.S. equities, the U.S. dollar weakened while the Japanese yen strengthened, 

maintaining its upward momentum. Overall, gold and industrial metals showed strong 

performance throughout the month, with bonds outperforming equities, while crude oil lagged 

behind.

Market Performance

Fixed   

Income

5
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Despite a reversal in risk assets from the carry trades seen in early August, the 

foreign exchange market still exhibits several anomalous indicators. 

Additionally, we perceive considerable uncertainty surrounding the outcomes 

of the U.S. elections in the fourth quarter, particularly regarding fiscal, taxation, 

and immigration policies. If Trump is re-elected, this could amplify tail risks in 

the economy and financial markets. On a positive note, prior to and around the 

end of fiscal year 2024 (by the end of September this year), the U.S. has ample 

fiscal space. Given that the U.S. elections are entering a critical phase, the 

Democratic Party has reason to prioritize economic stability. Thus, it is 

reasonable to expect increased fiscal deficit spending in the third quarter to 

avoid a hard landing in the economy this year. Overall, we anticipate that the 

U.S. economy is likely to experience a soft landing this year. Furthermore, the 

commencement of the rate-cutting cycle by the Fed may present certain 

investment opportunities for some emerging market countries.
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U.S. Treasury yields experienced a significant decline at the beginning of the month, with the 10-

year Treasury yield briefly dipping to 3.67%. Subsequently, yields fluctuated primarily within the 

range of 3.8% to 4%. Overall, the U.S. Treasury yield curve steepened throughout the month. In 

the credit market, supply remained relatively quiet, leading to a gradual tightening of credit 

spreads. High-beta assets, such as AT1 bonds, performed well. Overall, the credit market 

continued its positive momentum from the previous two months, with the global investment-

grade bond index rising by 1.5%, while Chinese USD bonds lagged in comparison.
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Economic Data 

U.S. inflation data continues to cool. In the employment sector, July's unemployment rate 

unexpectedly rose to 4.3%. While weather factors contributed to some volatility, several Federal 

Reserve officials have emphasized the importance of monitoring the labour market. U.S. ISM 

Manufacturing PMI has declined for three consecutive months; however, the PMI new orders 

index remains relatively resilient. On the consumption front, strong housing prices and a buoyant 

equity market have propelled U.S. household net worth to record highs, indicating robust 

consumer resilience, which also supported second-quarter U.S. GDP growth. In Europe, overall 

economic and employment conditions have exceeded expectations, yet markets still anticipate 

rate cuts from both the Bank of England and the European Central Bank in September.

Outlook

The Federal Reserve's decision to officially initiate interest rate cuts in September is largely 

settled, with market focus shifting to the extent of the cuts, particularly in light of the upcoming 

U.S. employment data for August. Despite a reversal in risk assets from the carry trades seen in 

early August, the foreign exchange market still exhibits several anomalous indicators. 

Additionally, we perceive considerable uncertainty surrounding the outcomes of the U.S. 

elections in the fourth quarter, particularly regarding fiscal, taxation, and immigration policies. If 

Trump is re-elected, this could amplify tail risks in the economy and financial markets. On a 

positive note, prior to and around the end of fiscal year 2024 (by the end of September this year), 

the U.S. has ample fiscal space. Given that the U.S. elections are entering a critical phase, the 

Democratic Party has reason to prioritize economic stability. Thus, it is reasonable to expect 

increased fiscal deficit spending in the third quarter to avoid a hard landing in the economy this 

year. Overall, we anticipate that the U.S. economy is likely to experience a soft landing this year. 

Furthermore, the commencement of the rate-cutting cycle by the Fed may present certain 

investment opportunities for some emerging market countries.

Looking ahead, although U.S. dollar interest rates and credit bonds have outperformed in the 

past three months, historical cycle data indicates that U.S. Treasury securities and investment-

grade credit bonds generally perform well after the first rate cut. Regarding Treasury yields, 

under baseline conditions, there is a relative certainty of downward movement in the short end of 

the curve (2-5 years), while the long end (10-30 years) may initially decline before eventually 

rising as the benefits of rate cuts are fully priced in. From a credit spread perspective, the 

fundamentals suggest that high-yield companies have refinanced a substantial amount of 

upcoming debt this year, and the overall credit fundamentals across most sectors remain robust. 

Technically, although supply is expected to increase in September, strong demand is likely to 

persist due to the decline in short-term rates and the restoration of the yield curve shape. While 

valuations may appear relatively expensive, we anticipate that short-term credit spreads will 

continue to fluctuate at low levels. However, there is a significant possibility of a phase of 

widening adjustments over the next 3 to 6 months.
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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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