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Credit expansion is bumpy without property sector as 
demand driver
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Financing environment is still tight with low investment 
returns

Source:wind, iFind, Horizon Insights
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A divergence between GDP target and market sentiment

GDP 
Breakdown

2021 2022 2023E 2024E

GDP 8.1% 3% 5% 4.5%

Consumption 12.5 3.5% 7.2% 4.9%

Fixed Capital 
Investment

12.8% 5.7% 4% 4.9%

Manufacturing 13.5% 9.1% 6.0% 9.3%

Infrastructure 0.2% 11.5% 8% 6.2%

Property 4.4% -10% -9.5% -11.2%

Net Export 18% 32.5% -32.7% -0.2%

Source:wind, Horizon Insights
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How to achieve 2024 GDP target? Existing debt resolution

Source:wind, Horizon Insights

Local government special purpose bond issuance scale & 
progress
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How to achieve 2024 GDP target? Fiscal support and 
quasi-quantitative easing

More than 10 cities introduced the 'New for Old' policies in the 
residential property sector. Such policies allow individuals to sell old 
houses and purchase new ones with subsidies. E.g. In Zhengzhou, 
government-backed investment units use the rental housing loan 
established in 2023 to buy back 5,000 units of second-hand houses as 
government-guaranteed rental housing. It also lifted all purchase 
restrictions for improvement demand say higher lending rate, etc. 
Under both approaches, individuals will enjoy a 30% deed tax 
reduction. 

Source:wind, Horizon Insights
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Expectation VS reality: the growth problem in China

Source:wind, Horizon Insights Source: iFind, Horizon Insights,wind

Expectation: stronger support from central government
Reality: conservative policy reaction, slow issuance of government funding, still high financing cost and low investment return, 
fiscal deficit for local government
Outcome: domestic market lost confidence regarding policy effectiveness (or at least financial market is not betting on it)
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Transaction volume still declining in residential 
property market
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Housing price still declining with second-hand market 
more promising
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A resync of the population and housing cycle indicates 
limited downside to the property sector (but not a 
turnaround yet)

Urban population increment & floor space sold of 
commercial housing

Urban population increment & second-hand 
housing price index of Tier 1 cities

China: urban population 
increment (10k ppl)

China: floor space sold of commercial 
housing (RHS, 10k sqm)

China: urban population 
increment (10k ppl)

First tier cities: average second-
hand housing price (RHS)

China: pop age 
between 15-64

China: pop age 
between 25-49

China: urbanization rate
10k ppl

China: urbanization rate (South 
Korea as ref)

China: urbanization rate (lagged 
by 19 yrs)

South Korea: urbanization rate
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Early signs of stabilization may be seen on the 
second-hand housing market first
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For construction materials, property sales' 
stabilization means demand stabilization

Source:wind, Horizon Insights
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Expectation VS reality: property sector in China

Expectation: relaxation of developer's funding situation, government buybacks, a lift of purchase restrictions on a 
larger scale
Reality: guatanteed delivery slows down with developers' deposit being held, slow roll-outs of supportive policies
Outcome: market gives no upside to the performance of property sector (risk of underestimation)

Source:wind, Horizon InsightsSource:wind, iFind, Horizon Insights
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Overcapacity (on the global scale) resulted in low 
profit margin and amplified the pricing weight of macro 
factors

Source: iFind, Mysteel,wind, Horizon Insights

Source: Mysteel,wind, Horizon Insights
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Metals’ performance diverge based on how much 
China factors are priced in

Source: iFind, Horizon Insights,wind

Source: Horizon Insights, Bloomberg,wind Source:wind, Bloomberg, Horizon Insights
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Q2 is key to verify if metals are more sensitive to 
global rate cut cycle than U.S.

Source: iFind, Horizon Insights,windSource: iFind, Horizon Insights, Bloomberg

Global manufacturing PMI Global Short-Term Government Bond Yield 
(YoY CHG, RHS, reversed)
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Supply factors are the key driver for ferrous metal, Q1 
weakness is a reconfirmation of weak demand

Source: Mysteel, Horizon Insights
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A balance can only be met through production reduction

Source:wind, iFind, Horizon Insights

Source: Mysteel, Horizon Insights Source: Mysteel, Horizon Insights

Source:wind, Horizon Insights

18



Such balance may have been met due to steel mills' 
voluntary production cut

Blast furnace production (lunar calendar) Rebar apparent demand (lunar calendar)

Electric furnace production (lunar calendar) Rebar inventory (lunar calendar)
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As such, hot metal output stabilizes and benefits raw 
materials

Source: Mysteel, Horizon Insights
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Expectation VS reality: overcapacity issue in the 
manufacturing sector

Expectation: new-for-old policies can drive up scrapping cycle and stimulate demand
Reality: no constructive solution for overcapacity in the long-term yet, implementation of new-for-old policies is still at 
early stage, export profit is subject to global demand which see no trend yet
Outcome: ferrous metal may be oversold as market gives no upside to the performance of property sector and lack 
confidence in policy effectiveness

Key factors: 1) new-for-old policies; 2) alternative demand driver other than property; 3) global rate cycle.

Source: Mysteel,wind, Horizon Insights
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