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Events F 4

On February 10, 2026, the People's Bank of China released the "China Monetary Policy Report Q4 2025". Our interpretation is as follows:
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Commentary = if

1. First, continuously consolidate and expand the momentum of economic stabilization and improvement, and continue to implement an appropriately accommodative
monetary policy. The Q4 Monetary Policy Report mentions "placing greater emphasis on strengthening the domestic economic cycle" and omits the phrase "stabilizing growth
and preventing risks." This suggests that the importance of stabilizing growth remains relatively high, with increased focus on expanding domestic demand. The tone continues to be

"appropriately accommodative,” which is overall proactive, and further incremental policies are anticipated.

2. Second, structural tools are likely to remain more active, while aggregate tools emphasize flexibility and effectiveness. The PBOC places greater emphasis on the use of
structural tools. Regarding aggregate tools, the report mentions "employing various policy tools such as reserve requirement ratio (RRR) cuts and interest rate cuts in a flexible and effective
manner.” Therefore, the timing and magnitude of policy implementation may still carry considerable uncertainty. This year, with the decline in bank liability costs, pressure on net interest

margins may ease, which is conducive to creating more room for monetary policy maneuvering.

3. Third, promote the maintenance of overall financing costs at a low level. This phrasing already appeared in the communiqué of the Q4 2025 Monetary Policy Committee meeting.
We believe excessive pessimism is unwarranted. On one hand, this change in wording indicates the PBOC maintains flexibility in its policy operations. On the other hand, promoting low
overall financing costs suggests monetary policy still has room to exert effort, and interest rates in the bond market may also remain generally low.

4. Fourth, monitor changes in long-term yields and flexibly adjust the scale of government bond trading operations. The Monetary Policy Report states, "Improve the regularized
operation mechanism for government bond trading... In the future, the People's Bank of China will conduct government bond trading operations on a regularized basis, monitor changes in
long-term yields, and flexibly adjust the scale of operations." Future PBOC government bond trading operations may adjust their scale in response to changes in long-term yields.

Overall, the PBOC's monetary policy stance remains accommodative, with stabilizing growth likely still holding high importance and greater emphasis placed on
expanding domestic demand. Regarding policy tools, greater emphasis is placed on the use of structural tools, while aggregate tools remain flexible, though their

Implementation timeline still carries significant uncertainty.

Regarding the bond market, sentiment may generally improve in the first quarter. In the short term, as bond market rates reach key levels, market divergence may intensify,
leading to relatively volatile overall trends. From a medium-term perspective, the potential implementation of RRR and interest rate cuts could lead to a stronger

performance amid fluctuations.
Risks: 1) Supply exceeding expectations; 2) Stock market gains exceeding expectations; 3) Monetary policy falling short of expectations.
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