
M
o

n
th

ly
 U

p
d

at
e

s 

 
BIMB Securities Research 

 

11 March, 2024  
 

PP16795/03/2013(031743)  |1 
 

C
h

in
a 

Ec
o

n
o

m
y 

Ec
o

n
o

m
ic

s 

 

China’s Consumer Prices Rebound Amid Festive Spending   
 Consumer prices rose 1.0% MoM and 0.7% YoY 

 Core inflation increased to 1.0% YoY  

 Factory gate deflation deepens 

 Deflationary pressures remained considerable 

China's consumer prices rose for the first time in six months due to spending linked 

to the Lunar New Year, while factory-gate prices fell again. 

China’s consumer prices rise for first time since August 

China’s  Consumer Price Index (CPI)  rose in February for the first time since August, 

bucking a months-long stretch of deflation that compounded the country's myriad 

economic woes. The CPI rose 0.7% YoY, breaking a four-month streak of declines. 

That followed a 0.8% drop in January. On month-on-month basis, the CPI climbed 

1.0%, outpacing the 0.3% uptick in January. Slower food-price deflation was the 

main factor behind the CPI’s rise. The drop in food prices narrowed to -0.9% YoY 

from -5.9% in January. Demand related to the Chinese New Year holiday likely gave 

a boost. Higher travel prices, likely buoyed by holiday demand, were another key 

reason. These prices surged 23.1% YoY, accelerating from a 1.8% rise in January. 

Meanwhile, core CPI, which excludes volatile energy and food prices, grew 

by 1.2% YoY per cent year on year last month. On a monthly basis, this translated 

into a 0.5% growth in February from January. 

Consumer prices traditionally see a boost during the Chinese New Year period, 

which fell in February this year. The  National Bureau of Statistics (NBS) said rising 

demand during Lunar New Year was the reason for the uptick in the CPI in 

February. According to the NBS, during the  Chinese New Year period, consumer 

demand for food products grew, in addition to rainy and snowy weather in some 

regions affecting supply.  The boost to food prices from the Chinese New Year was 

clear, with that gauge rising 3.3% MoM in February, much more than a 0.4% rise in 

January.  The picture for travel prices was similar, with that component jumping 

13.1% MoM after a 4.2% rise in January. 

Chart 1: China Headline Inflation (%) 

 
Source: Bloomberg, BIMB Securities 
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Chart 2: China Core Inflation (%) 

 
Source: Bloomberg, BIMB Securities 

Factory-gate deflation deepens 

The producer price index (PPI), which measures the cost of goods at the factory gate, tends 

to be much less affected by Chinese New Year holidays than the CPI, fell 2.7% YoY, more than 

January’s 2.5% decline. It was the 17th straight month of contraction in factory gate prices, 

underscoring that the economy continued to grapple with numerous headwinds as various 

support measures from Beijing to speed up recovery since last year apparently had little 

effect. On a month-on-month basis, the PPI dropped for a fourth consecutive month, falling 

0.2% from January. Consumer-goods prices in the PPI basket dropped 0.9% YoY, dragged 

down by costs of food and durable consumer goods. Prices of producer goods in the PPI 

dropped 3.4% YoY, deeper than January’s 3.0% decline. 

The National Bureau of Statistics attributed the PPI decline in part due to slower industrial 

activities during the holiday period. 

Chart 3: China PPI (%) 

 
Source: Bloomberg, BIMB Securities 

Deflationary pressures remained considerable 

China’s consumer prices rebounded in February thanks to a holiday-driven consumption 

boom, but deflationary pressure still looms as domestic demand has yet to really recover. 

Data for January and February show the CPI was unchanged from the same period last year, 

while the PPI dropped by 2.6% in the first two months compared to the same period last 

year. Officials combine data for the first two months of the year as it can be affected by the 

timing of Chinese New Year, the country’s biggest public holiday, which fell in February this 
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year but was celebrated in January last year. February’s jump in the CPI to 0.7% YoY came 

after a 0.8% YoY decrease in January, which marked the sharpest drop in inflation since 

September 2009. The domestic inflation rate has been on a negative trajectory after a slight 

uptick in August and falling flat in September. However, the main reason for last month’s CPI 

increase was Lunar New Year, as the holiday season tended to see greater spending and 

rising prices. The PPI meanwhile was down by 2.7% YoY last month, following a drop of 2.5% 

in January. While the CPI figure was good news, PPI data remained underwhelming. PPI gives 

a warning signal that the problem is not over with PPI is still negative month on month, so 

the deflation pressure continues on the upstream sector. 

Overall, it is too early to conclude that deflation in China is over. Domestic demand is still 

quite weak. It takes time for the fiscal boost to be transmitted to the economy and help 

domestic demand to recover. The price rebound, while welcome news for the country’s 

deflationary trend,  was helped by the Lunar New Year holiday temporarily boosting demand. 

China has been desperate to perk up price growth as consumers and investors pull 

back. Considering the potential for a pullback in food and travel prices and the drop in prices 

of consumer goods in the PPI basket, we see deflation in the CPI returning, possibly as soon 

as April. Therefore, we expect the People’s Bank of China (PBoC) to cut rates to try to bolster 

demand and confidence and fight deflationary pressures. 
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DEFINITION OF RATINGS 

BIMB Securities uses the following rating system:  

   

STOCK RECOMMENDATION 

BUY   Total return (price appreciation plus dividend yield) is expected to exceed 10% in the next 12 months. 

TRADING BUY  Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain. 

HOLD   Share price may fall within the range of +/- 10% over the next 12 months 

TAKE PROFIT  Target price has been attained. Fundamentals remain intact. Look to accumulate at lower levels. 

TRADING SELL  Share price may fall by more than 15% in the next 3 months. 

SELL   Share price may fall by more than 10% over the next 12 months. 

NOT RATED  Stock is not within regular research coverage. 

 

SECTOR RECOMMENDATION 

OVERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to outperform the relevant primary market index   

over the next 12 months 

NEUTRAL The Industry as defined by the analyst’s coverage universe, is expected to perform in line with the relevant primary market 

index over the next 12 months 

UNDERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to underperform the relevant primary market index 

over the next 12 months 

 

Applicability of ratings 

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are 

only applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry 

investment ratings as we do not actively follow developments in these companies. 

 

Disclaimer       

This report has been prepared for information and educational purposes only and are not recommendation or endorsement to sell or 

solicitation to buy any securities, subscription of financial products or otherwise to be taken as investment advice of any form or kind and 

neither should be relied upon as such. The information herein was obtained or derived from publicly available information, internally 

developed data and other sources believed to be reliable. Whilst all reasonable care has been taken to ensure that all information and data 

are accurate and the opinions are fair and reasonable, we do not represent or warrant their accuracy, timeliness, completeness and currentness 

or applicability of such information for any particular purpose. The investments advice or idea discussed or recommended in this report may 

not be suitable for all investors. Any recommendation presented in this report is general in nature and does not have regard to the specific 

investment objectives, financial situation and the particular needs of any specific person who may read this report. The investors are advised 

to conduct own research and seek independent professional advice prior to taking any investment or investment related decisions. The 

directors and employees of BIMB Securities Sdn Bhd and BIMB Group of Company may from time to time have a position in either the securities 

mentioned or may provide services to any company and affiliates of such companies whose securities are mentioned herein. BIMB Securities 

Sdn Bhd and BIMB Group of Company accept no liability for any direct, indirect or consequential losses, claims and damages arising from any 

use of this report. BIMB Securities does not have a financial interest in the securities or other capital market products of the subject 

company(ies) covered in this report. Unless stated otherwise, BIMB Securities is not a market maker in the securities or other capital market 

products of the subject company(ies) covered in this report. BIMB Securities did not receive compensation for corporate finance services from 

the subject company(ies) in the past 12 months. BIMB Securities did not receive compensation or benefit (including gift and special cost 

arrangement e.g., company/issuer-sponsored and paid trip) in relation to the production of this report. The analyst(s) who prepared this 

research report is/are prohibited from receiving any compensation, incentive or bonus based on specific transactions or for providing a specific 

recommendation for, or view of, a particular company. 
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