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August Loans Growth Falls Below 5%

August's M1 growth edged up to 4.1% yoy (+0.1ppt mom), in line with
Bloomberg's consensus estimate, while M2 growth eased to 7.5% yoy (-
0.2ppt mom), slightly below consensus of 7.6% yoy and a third straight month
of deceleration.

New bank loans turned positive at Rmb0.06t from July's -Rmb0.34t but
missed consensus of Rmb0.40t and were well below Aug 25's Rmb0.59t.
New TSF of Rmb1.66t also fell short of the Rmb2.12t consensus, with new
government bond issuance easing to Rmb1.01t (-Rmb0.31t mom).

Outstanding bank loans growth fell to 4.9% yoy (-0.2ppt mom), dropping
below 5% for the first time, while outstanding TSF growth eased to 7.2% yoy
(-0.2ppt mom). With the recent push for faster FAI project implementation,
new corporate loans may pick up in the coming months.

Our View

M2 growth eased by 0.2ppt to 7.5% yoy in Aug 26, slightly below
Bloomberg's consensus forecast of 7.6% yoy and extending the deceleration
to a third consecutive month. M1 money supply growth edged up to 4.1% yoy
from 4.0% yoy in July, matching market expectation, while MO growth
moderated to 11.2% yoy (-0.4ppt mom). M1 has now held in a narrow 4.0-
4.1% range for three months, a slight positive as it stabilised at a subdued
level rather than beginning to recover.

Banks added Rmb0.06t in new loans in Aug 26, returning to positive
territory after July's Rmb0.34t net repayment but falling short of
Bloomberg's consensus estimate of Rmb0.40t and the Rmb0.59t recorded
in Aug 25. New household loans stayed negative at -Rmb0.20t (+Rmb0.26t
mom), with both short-term and long-term borrowing still contracting for a
second month. New corporate and government loans turned positive at
Rmb0.22t (+Rmb0.32t mom), driven entirely by medium-to-long-term
lending of Rmb0.32t (+Rmb0.55t mom) as short-term loans remained in
negative territory at -Rmb0.16t.

Key Monetary Indicators

(yoy % chg) Aug 26 Consensus Jul 26 Jun 26
MO Money Supply 11.2 - 11.6 11.8
M1 Money Supply 4.1 41 4.0 4.0
M2 Money Supply 75 7.6 7.7 8.0
Outstanding Bank Loans 4.9 - 5.1 5.2
Outstanding Total Social Financing 7.2 - 74 74
New Bank Loans (Rmbt) 0.06 0.40 -0.34 1.61
New Total Social Financing (Rmbt) 1.66 2.12 1.40 3.37

Source: Wind, PBOC, UOB Kay Hian

Aug 26's new TSF rose to Rmb1.66t from Jul 26's Rmb1.40t, but missed
Bloomberg's consensus of Rmb2.12t and was materially below Aug 25's
Rmb2.57t. Renminbi loans within TSF recovered to Rmb0.06t (+Rmb0.65t
mom) but contributed little, while new government bond issuance fell to
Rmb1.01t (-Rmb0.31t mom), taking the growth rate down to 13.5% yoy (-0.6ppt
mom). Corporate bond growth accelerated to 9.7% yoy (+0.5ppt mom) and
equity issuance rose to 5.7% yoy (+0.2ppt mom), consistent with the continued
shift towards non-bank channels. However, the shadow financing leg was
uneven, with bank acceptances reversing to -5.1% yoy (-7.8ppt mom) and trust
loan growth slowing to 1.9% yoy (-1.3ppt mom).

Outstanding bank loans growth fell to 4.9% yoy (-0.2ppt mom) in Aug
26, the first reading below 5% since comparable records began, while
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outstanding TSF growth eased to 7.2% yoy (-0.2ppt mom). The slowing credit
growth is reflective of the weak domestic demand, but could reverse in the
coming months as the recent push for faster FAI project implementation may

lift new corporate loans.

Outstanding TSF

(yoy % chg) Aug 26 Jul 26 Jun 26 May 26
Renminbi Loans 5 5.2 53 55
Forex Loans 3.1 -1.7 -2.9 -4.3
Entrusted Loans 1.0 0.7 0.5 0.0
Trust Loans 1.9 3.2 4.0 7.1
Bank Acceptances 5.1 2.7 -2.8 -6.2
Corporate Bond 9.7 9.2 8.9 8.4
Government Bond 135 141 14.2 15.1
Equity Issuance 5.7 55 5.0 4.7

Source: Wind, PBOC, UOB Kay Hian
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