China to advance efforts to implement proactive fiscal policy

(Xinhua) -- China will intensify macro regulation and step up efforts to effectively
implement a proactive fiscal policy, according to a report from the State Council.

The report on the budget execution so far this year was submitted to the fifth session of
the Standing Committee of the 14th National People's Congress, China's top legislature,
for deliberation on Monday.

Since the beginning of the year, the country's financial reform and development have
been solidly pushed forward, the overall finance operation has been stable, and the
budget has been well executed, according to the report.

In the next step, China will focus on expanding domestic demand, boosting confidence,
preventing risks, and pushing for the continuous improvement of economic performance,
endogenous driving forces, and social expectations, Finance Minister Liu Kun said when
delivering the report.

Efforts will be made to strengthen and optimize the real economy, effectively safeguard
and improve people's livelihoods, and prevent and defuse local government debt risks,
according to the report.
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Iron Ore’s Unexpected Rally Shows Pockets of China Strength

(Bloomberg) -- The one commodity that should be getting hammered by China’s
worsening property crisis is actually doing rather well.

Iron ore climbed to its highest in a month last week after a rally that has defied deepening
gloom over China’s debt-laden economy. Prices have largely kept above the key $100-a-
ton threshold this year despite waves of worrying news from the real estate sector, which
in more normal years makes up about 40% of demand.

The absence of a price crash or devastating slump in steel demand illustrates how pockets
of China’s economy are holding up despite the negative headlines. There are still plenty of
risks ahead for iron ore, not least the prospect of a prolonged slump in the property
sector. But relatively robust prices offer a counterpoint to the prevailing bearish mood
across Chinese markets.



“Iron ore is still very resilient for an environment like this, and I think Chinese demand
is playing a role in that,” said Hao Hong, chief economist at Grow Investment Group. It
shows parts of the economy, outside the property sector, are relatively healthy, he said.

While the Shanghai Composite Index of stocks fell to its lowest this year last week —
prompting government steps to steady the market — iron ore futures rose to as high as
$114 a ton. In the last major slump of 2015-16, prices sank below $40 a ton, and China’s
steel surplus flooded onto the world market, fueling trade tensions.

This doesn’t mean China’s economy will escape a marked slowdown in growth, or that
iron ore prices will continue at these levels. Property construction is falling, especially in
less-developed inland cities. And President Xi Jinping’s government is holding off on the
large-scale stimulus, including infrastructure spending, that has typically lifted steel
consumption during previous episodes of economic stress.
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Iron Ore Has Managed to Stay Above $100 For Most of 2023

M Singapore iron ore futures
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China Banks to Cut Mortgage, Deposit Rates in Stimulus Bid

(Bloomberg) -- China’s largest banks are preparing to cut interest rates on existing
mortgages and deposits, the latest state-directed measures to shore up growth in the
world’s second-largest economy.

The big state-owned lenders are working on reducing rates on the majority of the nation’s
38.6 trillion yuan ($5.3 trillion) of outstanding mortgages, according to people familiar
with the matter. The reductions will only affect loans on first homes, two of the people
said.

Lenders such as Industrial & Commercial Bank of China Ltd. and China Construction
Bank Corp. are also poised to cut deposit rates later this week for the third time in a year,

people familiar said.

The moves are part of a targeted push by Beijing to spur consumer spending, drive more
funds into the stock market and alleviate pressure on lenders’ profit margins.
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Disclaimer

All the information used in this newsletter is from publicly available resources. Minmetals
Futures Co., Ltd endeavors to ensure the information is correct and up-to-date but make no
warranties or representations of any kind about the completeness or accuracy. This
communication may contain sources from other sites that are neither owned nor operated by
Minmetals Futures. Such sources are provided for your convenience only and does not imply
or constitute sponsorship, endorsement, approval or responsibility for the content on, or the
use of, such third party site.



