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PBOC to step up easing as growth ebbs 
China’s GDP growth rebounded to 8.1% in 2022  

Industrial, trade sectors likely remain supported by steady global demand 

Looser monetary policy a staple in 2022, supportive of USD/CNY  

 
China’s strong 2021 turnaround was a result of low base effect and masked 
its softer underlying conditions as the country zeroed in on regulations last 
year while practicing its stringent zero-Covid policy. The Chinese National 
Bureau of Statistics (NBS) said that the world’s second largest economy 
expanded by 8.1% in 2021, a rebound from the record low 2.2% growth in 
the pandemic ridden 2020.  

 4Q GDP recovered from flood, Covid outbreak  

The fourth quarter GDP data turned out better than expectations. The 
economy grew 1.6% q/q in the final quarter of 2022, besting the consensus 
estimate of 1.1% and represents an acceleration from the mere 0.2% growth 
in the third quarter. This was driven by the recovery from the Henan province 
flood as well as a major Covid outbreak in the third quarter, during which 
authorities quickly tightened restrictions such as shutting down key trading 
ports in Shenzhen and Ningbo.  

The y/y growth came in at 4.0% for 4Q, also higher than the estimate of 3.6% 
but softer than 3Q’s 4.9% rate because of the disadvantageous base; In 4Q 
2021, growth slowed down in all three industries -primary industry (+7.1% vs 
7.4% y/y), secondary industry (+8.2% vs 10.6%) and tertiary industry (+8.2% 
vs +9.5%).  

Retail sales disappointed among generally upbeat data 

Industrial production growth accelerated, driven by mining and 
manufacturing output while the YTD fixed asset investment also rose more 
than expected (refer to figure 2). Notably, retail sales weakened for the 
second consecutive month, picking up a mere 1.7% y/y (Nov: +3.9%); 
undershooting expectations of a 3.8% y/y increase. The grimmer number 
highlights weaker automobile sales as chip shortages curtailed production, 
while covid-related caution weighed on sales at restaurant/catering as well 
as curtailing shopping (clothing, electronic sales, furniture were down). The 
impact of the year-end total lockdown of Xi’an was likely to be minimal.    

Uneven prospects across sectors 

Extended weakness in the real estate sector is expected following the 
authorities’ 2H21 crackdown on property speculation, further deleveraging, 
plan to roll out property tax in certain cities and weaker housing outlook 
stemming from concerns over developers’ liquidity crunch. The upside is the 

Figure 1: GDP growth rebounded from 
2020’s trough  

  
Source: CEIC 

 
 
Figure 2: Weaker retail sales data  
 

Sectors 

y/y 

Dec  
Actual 

Dec 
Estimate 

Nov  
Actual 

Retail sales 
 

+1.7% +3.8% +3.9% 

Industrial 
production 

+4.3% +3.7% +3.8% 

YTD Fixed 
Investment 

+4.9% +4.8% +5.2% 

 
Source: Bloomberg 

 
  

 
 
 
 
 

0

2

4

6

8

10

12

14

16

2
0

00
2

0
01

2
0

02
2

0
03

2
0

04
2

0
05

2
0

06
2

0
07

2
0

08
2

0
09

2
0

10
2

0
11

2
0

12
2

0
13

2
0

14
2

0
15

2
0

16
2

0
17

2
0

18
2

0
19

2
0

20
2

0
21

%
Annual Real GDP
YOY, %



 

2 
 

industry may not see another episode of drastic and harsh clampdown in the 
medium term.  

We expect the retail sector to benefit from Lunar New Year related pent-up 
demand in January and the abating consumer inflation. The layoffs related 
to government’s crackdown in the private sector may be a hindrance (the 
surveyed urban jobless rate picked up to a four-month high of 5.1% in 
December).  

Meanwhile, we also see the manufacturing and export sectors holding up 
relatively well (China’s 2021 trade surplus broke record at $676b) supported 
by a steady global demand, premised on the belief that governments across 
the world will not reimpose tighter Covid rules even as the Omicron variant 
spreads. Easing global supply chain pressures and Chinese authorities’ 
targeted approach to curb commodity prices are also plus points.  

The biggest challenge for China is its adamant adherence to a zero Covid 
policy where an unforeseen lockdown could happen instantaneously to curb 
a sporadic outbreak, thus disrupting economic activity, businesses and even 
mundane daily life. The possibility of the government abandoning the policy 
looks low in the short to medium term.  

Looser monetary policy a staple in 2022 

Data from the final months of 2021 confirmed that China’s underlying 
momentum continued to lose steam but we expect government policies to 
help cushion the ebbing growth in 2022. The PBOC announced a 10-basis-
point cut in the 1Y medium term lending facility (MLF) rate this morning, right 
before the GDP release, its first such move in almost two years which 
affirmed the widely shared view that the government will be ramping up 
policy easing to sustain growth this year. The central bank had cut the 
Reserves Requirement Ratio (RRR) a month ago, from 50bps and an 
additional cut of the same magnitude is expected in 1Q22. The 1Y loan prime 
rate was also reduced by 5bps to 3.8%, from 3.85% last month as the 
government sent a crystal-clear message on policy trajectory. The policy 
divergence between the US and China is expected to be supportive of 
USD/CNY this year; we forecast a stronger USD/CNY through 2H22 during 
which the Fed will have delivered its first post-pandemic rate hike and the 
PBOC will likely step up the said policy easing.  

 

 

Figure 3: China’s daily cases remained low by 
global standard but sporadic outbreak 
forced government to tighten rules 

 
Source: Bloomberg 

 

 

 

 

 

 
Figure 4: Expect weaker USD/CNY  
 

Indicative 1Q22 2Q22 3Q22 4Q22 

6.3475 6.37 6.39 6.38 6.36 

Source: Bloomberg, HLBB Global Markets Research 
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DISCLAIMER 
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any particular recipient. The information contained herein does not constitute the provision of investment advice and is not intended as an offer 
or solicitation with respect to the purchase or sale of any of the financial instruments mentioned in this report and will not form the basis or a 
part of any contract or commitment whatsoever. 
 
The information contained in this publication is derived from data obtained from sources believed by Hong Leong Bank Berhad (“HLBB”) to be 
reliable and in good faith, but no warranties or guarantees, representations are made by HLBB with regard to the accuracy, completeness or 
suitability of the data. Any opinions expressed reflect the current judgment of the authors of the report and do not necessarily represent the 
opinion of HLBB or any of the companies within the Hong Leong Bank Group (“HLB Group”). The opinions reflected herein may change without 
notice and the opinions do not necessarily correspond to the opinions of HLBB. HLBB does not have an obligation to amend, modify or update 
this report or to otherwise notify a reader or recipient thereof in the event that any matter stated herein, or any opinion, projection, forecast or 
estimate set forth herein, changes or subsequently becomes inaccurate.  
 
HLB Group, their directors, employees and representatives do not have any responsibility or liability to any person or recipient (whether by 
reason of negligence, negligent misstatement or otherwise) arising from any statement, opinion or information, expressed or implied, arising 
out of, contained in or derived from or omission from the reports or matter.  
 
Potential and actual conflict of interest may arise from the activities of HLB Group. HLB Group constitute a diversified financial services group. 
These entities engage in a wide range of commercial and investment banking, brokerage, funds management, hedging transactions and other 
activities for their own account or the account of others. In the ordinary course of their business, HLB Group may effect transactions for their 
own account or for the account of their customers and hold long or short positions in the financial instruments. HLB Group, in connection with 
its business activities, may possess or acquire material information about the financial instruments. Such activities and information may involve 
or have an effect on the financial instruments. HLB Group have no obligation to disclose such information about the financial instruments or 
their activities.  
 
The past performance of financial instruments is not indicative of future results. Whilst every effort is made to ensure that statements of facts 
made in this report are accurate, all estimates, projections, forecasts, expressions of opinion and other subjective judgments contained in this 
report are based on assumptions considered to be reasonable as of the date of the document in which they are contained and must not be 
construed as a representation that the matters referred to therein will occur.  Any projections or forecasts mentioned in this report may not be 
achieved due to multiple risk factors including without limitation market volatility, sector volatility, corporate actions, the unavailability of 
complete and accurate information. No assurance can be given that any opinion described herein would yield favorable investment results. 
Recipients who are not market professional or institutional investor customer of HLBB should seek the advice of their independent financial 
advisor prior to taking any investment decision based on the recommendations in this report.  
 
HLBB may provide hyperlinks to websites of entities mentioned in this report, however the inclusion of a link does not imply that HLBB endorses, 
recommends or approves any material on the linked page or accessible from it. Such linked websites are accessed entirely at your own risk. HLBB 
does not accept responsibility whatsoever for any such material, nor for consequences of its use. 
 
This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any state, 
country or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation. This report is for the 
use of the addressees only and may not be redistributed, reproduced or passed on to any other person or published, in part or in whole, for any 
purpose, without the prior, written consent of HLBB. The manner of distributing this report may be restricted by law or regulation in certain 
countries. Persons into whose possession this report may come are required to inform themselves about and to observe such restrictions. By 
accepting this report, a recipient hereof agrees to be bound by the foregoing limitations. 
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