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What happened? 

• The widely anticipated press conference hosted by China’s National Development and Reform Commission (NDRC) on 
8 October turned out to be disappointing as no new stimulus was announced. 

• Since the announcement of the comprehensive monetary, property and capital market support package on 24 
September, the markets have been building up expectations of a “whatever it takes” approach of fiscal spending plan, 
with market projections of the stimulus package size ranging from RMB2trn to RMB10trn. 

• The underwhelming policy communication triggered massive profit-taking and a sharp sell-off of the Hang Seng Index 
(HSI) by 9.4% to close at 20,927, with record daily trading volume of HKD620bn (USD80bn). Meanwhile, China’s A-
share benchmark, CSI 300, recorded a smaller-than-expected reopening rally of 5.9% (vs +10% limit up expectations). 
That said, the A-share markets still witnessed record daily turnover of RMB3.43trn (USD486bn), as onshore investors 
played catch-up with the massive gains of China’s offshore equities during the Golden Week holidays. 

• We view the sharp selloff of the HSI as a short-term technical correction after the index staged a stellar rally of 26.6% 
within nine trading days since the announcement of the China stimulus. A combination of short-term technical factors 
has exaggerated the magnitude of the market drawdown, including heavy profit-taking pressure, A-H pair trades, 
investor repositioning and tactical rotation from China’s offshore equities into domestic A-shares to capture more 
revaluation upside after the Golden Week holidays.   

• It is noteworthy that the lack of stimulus announcement from the NDRC should not be a surprise to the markets in the 
first place, given that the commission’s mandate is to formulate economic reform strategies, set macroeconomic 
targets, and coordinate macro and structural reform policies. It should be the Ministry of Finance, not the NDRC, to 
announce financing plans for the fiscal stimulus package.

 Disappointment from a lack of new stimulus announcement at the 
press conference hosted by China’s NDRC on 8 October triggered a 
9.4% correction of the Hang Seng Index (HSI), which we regard as a 
short-term technical pullback.

 We expect further fiscal stimulus will likely be introduced by the 
Ministry of Finance to supplement monetary easing to revive domestic 
demand and shore up growth. However, the exact timeline of the 
policy announcement and the scale of fiscal stimulus remains 
uncertain.

Cheuk Wan Fan

Chief Investment Officer, Asia, 
HSBC Global Private Banking and 
Wealth

 We maintain neutral on mainland Chinese and Hong Kong equities as we look for more evidence of a meaningful 
improvement in the fundamental outlook of the Chinese economy and corporate earnings. We believe the extension 
of the China rally will hinge on the fiscal policy. We favour quality Chinese SOEs paying high dividends, internet 
leaders with solid earnings and big valuation discounts to their global peers. In Hong Kong, we favour undervalued 
high dividend stocks in the insurance, telecom and utilities sectors, and select oversold property developers with 
strong balance sheets.
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Investment implications

• We remain neutral on mainland Chinese and Hong Kong equities 
as we look for more evidence of a meaningful improvement in 
the fundamental outlook of the Chinese economy and corporate 
earnings. We think the support measures announced so far 
should be effective in avoiding further deterioration in the 
deleveraging and debt deflation spiral. But the markets require 
more sustained improvement in the growth outlook beyond 
2024.

• We view the sharp spike in market volatility as a timely wake-up 
call to focus on fundamental quality. Looking ahead, we believe 
the extension of the China rally will hinge on the fiscal policy, 
which remains the key driver for China’s structural growth 
outlook. 

• We believe further fiscal stimulus will likely be on the way to supplement monetary easing to revive domestic demand 
and shore up growth. However, the exact timeline of the policy announcement and the scale of stimulus package 
remain uncertain. We think the ultimate size of fiscal stimulus will likely hinge on the central leadership’s sense of 
urgency to offer additional policy support. 

• The NDRC conveyed a constructive message that the Chinese economy is “stable” and showing “positive progress” in 
meeting the 2024 economic growth target of around 5%. The NDRC’s policy tone seems to reflect reduced urgency for a 
fiscal stimulus bonanza. Existing fiscal initiatives highlighted by the NDRC:

1) Special Local Government Bonds (SLGBs) – The NDRC called for accelerated usage of all the 2024 issuance quota for 
new SLGBs by end-October. Local governments are estimated to have about RMB290bn remaining quota left for 
construction projects in 2024, suggesting more room for additional special bonds to be issued this year.

2) Ultra-long Special China Government Bonds (SCGBs) – The NDRC provided no hint for lifting the quota for ultra-long 
SCGBs in 2024. Instead, the NDRC is preparing the project list for 2025. 

3) Front-loading 2025 project list – The NDRC planned to front-load the 2025 construction project list of RMB200bn 
(0.2% of GDP) to 2024, with RMB100bn of central fiscal spending to be issued by end-October. 

• The NDRC reiterated the policy focus on increasing countercyclical support and boosting consumption demand, and 
emphasised the importance of stabilising the property sector and introducing powerful and effective measures to boost 
the capital markets, but it didn’t provide specific policy details.

• As it would take time for the stimulus measures to filter through the economy and drive fundamental improvement, we 
favour undervalued quality Chinese and Hong Kong industry leaders with strong earnings and high potential of 
improving shareholder returns by increasing dividend payment and share buybacks. We like quality SOEs paying high 
dividends, including select Chinese banks, telecom and energy stocks, and favour blue-chip internet leaders with 
resilient earnings outlook and significant valuation discounts to their US peers. In Hong Kong, we prefer undervalued 
high dividend stocks in the insurance, telecom and utilities sectors, which are expected to perform well in the global 
rate-cutting cycle. The MSCI China and HSI are trading at 12-month forward P/E of 11.5x and 9.9x, respectively, which 
remain below their 5-year averages.

• We remain cautious on Chinese property high-yield bonds and stocks of highly geared privately-owned Chinese 
developers. But we selectively position in quality Chinese SOE developers and Hong Kong property developers with 
strong financial strength to pay high dividends.

• We expect the low-for-longer rate environment will persist and Chinese IG bonds will remain well supported by central 
bank policy easing. We stay neutral on Chinese local currency bonds and hard currency bonds. 

Chinese equity market performance in 
previous policy-driven rallies 

Source: Bloomberg, HSBC Global Private Banking and Wealth as at 9 October 2024. Past 
performance is not an indicator of future performance. 
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The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any 
purpose. All non-authorized reproduction or use of this document will be the responsibility of the user and may lead to legal proceedings. The 
material contained in this document is for general education information purposes only and is neither intended as, nor does it constitute, 
advice or a recommendation to buy or sell investments, as defined by the US Securities and Exchange Commission. For individualized tailored 
recommendations based on your needs or objectives, please contact your Wealth Relationship Manager directly for more information.

Some of the statements contained in this document may be considered forward looking statements which provide current expectations or 
forecasts of future events. Such forward looking statements are not guarantees of future performance or events and involve risks and 
uncertainties. Actual results may differ materially from those described in such forward-looking statements as a result of various factors. We 
do not undertake any obligation to update the forward-looking statements contained herein, or to update the reasons why actual results could 
differ from those projected in the forward-looking statements. This document has no contractual value and is not by any means intended as a 
solicitation, nor a recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. 
The views and opinions expressed herein are those of HSBC Global Asset Management Global Investment Strategy Unit and HSBC 
Securities (USA) Inc. at the time of preparation, and are subject to change at any time. These views may not necessarily indicate current 
portfolios’ composition. Individual portfolios managed by HSBC Global Asset Management primarily reflect individual clients’ objectives, risk 
preferences, time horizon, and market liquidity.

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. 
Past performance contained in this document is not a reliable indicator of future performance while any forecasts, projections and simulations 
contained herein should not be relied upon as an indication of future results. Where overseas investments are held the rate of currency 
exchange may cause the value of such investments to go down as well as up. Investments in emerging markets are by their nature higher risk 
and potentially more volatile than those inherent in some established markets. Economies in Emerging Markets generally are heavily 
dependent upon international trade and, accordingly, have been and may continue to be affected adversely by trade barriers, exchange 
controls, managed adjustments in relative currency values and other protectionist measures imposed or negotiated by the countries with which 
they trade. These economies also have been and may continue to be affected adversely by economic conditions in the countries in which they 
trade. Mutual fund investments are subject to market risks, read all related documents carefully. Please consider the investment objectives, 
risks, charges and expenses carefully before investing. The prospectus, which contains this and other information, can be obtained 
by calling an HSBC Securities (USA) Inc. Wealth Relationship Manager call 888-525-5757. Read it carefully before you invest. Bonds 
are subject generally to interest rate, credit, liquidity and market risks. Investors should consider the investment objectives, risks and charges 
and expenses associated with bonds before investing. Further information about a bond is available in the issuer’s official statement. The 
official statement should be read carefully before investing. 

Investment, annuities, and variable life insurance products are offered by HSBC Securities (USA) Inc. (“HSI”), member NYSE/FINRA/SIPC. In 
California, HSI conducts insurance business as HSBC Securities Insurance Services. License #: OE67746. HSI is an affiliate of HSBC Bank 
USA, N.A. Whole life, universal life, term life, and other types of insurance are offered by HSBC Insurance Agency (USA) Inc., a wholly owned 
subsidiary of HSBC Bank USA, N.A. Products and services may vary by state and are not available in all states. California license #: 
OD36843.  Investments, Annuity and Insurance Products:  Are not a deposit or other obligation of the bank or any of its affiliates; 
Not FDIC insured or insured by any federal government agency of the United States; Not guaranteed by the bank or any of its 
affiliates; and subject to investment risk, including possible loss of principal invested. 
All decisions regarding the tax implications of your investment(s) should be made in consultation with your independent tax 
advisor.
Environmental, Social and Governance (“ESG”) Customer Disclosure
In broad terms “sustainable investments” include investment approaches or instruments which consider environmental, social, governance 
and/or other sustainability factors to varying degrees.  Certain instruments we classify as sustainable may be in the process of changing to 
deliver improved sustainability outcomes. 

There is no guarantee that sustainable investments will produce returns similar to those which don’t consider these factors. Sustainable 
investments may diverge from traditional market benchmarks.  

In addition, there is no standard definition of, or measurement criteria for, sustainable investments or the impact of sustainable investments.   
Sustainable investment and sustainability impact measurement criteria are (a) highly subjective and (b) may vary significantly across and 
within sectors.  

HSBC may rely on measurement criteria devised and reported by third party providers or issuers.  HSBC does not always conduct its own 
specific due diligence in relation to measurement criteria. There is no guarantee: (a) that the nature of the sustainability impact or 
measurement criteria of an investment will be aligned with any particular investor’s sustainability goals; or (b) that the stated level or target 
level of sustainability impact will be achieved. 

Sustainable investing is an evolving area and new regulatory frameworks are being developed which will affect how sustainable investments 
can be categorized or labelled. An investment which is considered to fulfil sustainable criteria today may not meet those criteria at some point 
in the future. 
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