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Key Macro Trends
Missing spark from current policies1

2



China has deployed a wide range of policies
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…but the spark in faster growth is missing for a few reasons

Policy area Measures and scale

Monetary Easing
• Policy-rate and RRR cuts; May 2025 RRR cut released ~RMB1tn

• Targeted lending facilities expanded

Fiscal Expansion

• Deficit ratio and bond issuance targets unchanged

• Special-bond uses expanded; project-capital ceiling raised 25% → 30%

• Bank recapitalization reduced RMB500bn → RMB300bn

Government Debt

• RMB10tn debt-swap quota over 2024–28

• Special bonds can fund clearance of government arrears to companies

• Public bodies generally required to pay SMEs within 30–60 days

Property

• Lower mortgage down payment, mortgage rates and purchase restrictions

• White-list project financing expanded

• Localities expanded housing provident-fund withdrawals for down payments

Consumption

• Trade-in funding reduced RMB300bn → RMB250bn in 2026

• 1pp interest subsidy for consumption, credit-card instalments and service-business

• Childcare subsidies and gradual free preschool education

Innovation

• 1.5pp interest subsidy for equipment, technology and SME investment loans

• RMB500bn private-investment guarantee program

• Capacity controls, price enforcement and competition oversight target “involution”

Key policies of what have been done?

Source: Natixis

Structural 

Slowdown

Changing

Policy Priorities

Incomplete 

Growth transition

Why is the spark missing?



Slower Nominal Growth

4

Weaker domestic demand has pressured nominal growth, increasing export reliance
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Price Gap
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China has seen minimal reflation, but the scale is much lower than the world. Question 
remains on whether it can last.
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Consumption
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Consumer sentiment remains cautious with high saving ratio despite lower rates
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Investment
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Lack of meaningful recovery in real estate and overcapacity have forced firms to dial 
back investment growth

Structural Slowdown
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External Demand
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China’s competitiveness in exports and the push for self sufficiency will keep trade 
surplus elevated, offering a lifeline to corporates
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Structural Slowdown
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Fiscal Policy
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Weaker revenue has restricted expenditure, especially more government bond issuance 
is used in debt swap but not immediate spendings, leading to pro-cyclical policies
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Changing Policy Priorities
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Monetary Policy
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The PBoC has chosen a more targeted approach in lowering interest rates

Changing Policy Priorities
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Regulatory Changes
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Broader policy efforts are increasingly aimed at reducing system leakages

Changing Policy Priorities

Time Policies

09/2018 China began the formal Common Reporting Standard (CRS) information exchange

05/2026 China tightened regulation of cross-border activities for individuals

07/2026 The State Council regulation on outbound investment took effect, strengthening coordination, risk control and national-security oversight.

10/2024 China reportedly started enforcing tax on overseas investment gains of up to 20%

07/2026 New offshore-trust rules imposed 20% tax on gains when assets enter a trust and on annual trust income, with retroactive settlement obligations.

12/2024 China cut or cancelled export tax rebates for selected products

05/2026 China targets circular trading and fake invoicing for government subsidies

03/2024 The Cyberspace Administration of China (CAC) finalized the Provisions on Promoting and Regulating Cross-Border Data Flows

01/2025 The new Network Data Security Management Regulations took effect

04/2025 China imposed export controls on several rare earth elements

05/2026 It is reported that China has expanded travel curbs on top AI talent at private firms

 Type of Leakages

Tech

Capital

Tax

Trade

Data



Focus on innovation to improve productivity 
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Innovation has become a key policy priority, with China rapidly scaling up both 
spending and R&D intensity

Incomplete Growth Transition
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Structural changes in economic model
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Self-reliance and weaker sentiment can affect economic structure and the world. For 
example, Chinese automakers gain dominance and outbound tourism stay subdued.
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China Corporate Monitor 2026
Debt relief can’t fully buffer weaker return2
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► Methodology
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What are the aims?

China

~2300 firms

Global

~9000 firms

Sample size
~9000 firms

Coverage based on total asset
Asset size >$500 million

Consistency
Firms with data since 2018

Changes over time

with the same samples

Comparing global firms 

with similar asset size



Overview
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Key indicators

Chinese Firms
(Inc. Overseas markets)

Global Peers

Comparison

Debt

Dynamics

Leverage Ratio Total Liabilities / Total Assets

Short Term Leverage Short Term Liabilities / Total Liabilities

Interest Burden Interest Expense / Total Debt

Revenue

Generation

Income Growth Net Income (%YoY)

Profit Margin Net Income / Total Revenue

Free Cash Flow Yield Free Cash Flow / Market Capitalization

Return on 

Capital
Return on Capital Net Income / Total Capital

Key Components for Natixis Corporate Health Indicator 

Other Indicators

EBITDA/Interest Expense Share of Zombie Firms

Investment

Effective Tax Rate (%)

Compare changes within China and 

versus global peers in different aspects, 

such as ownership and sectors Capital LeaseCapex R&D



► Cheaper debt, weaker returns
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Return on capital and revenue generation remains challenging despite cheaper 
funding costs, especially compared to global peers

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

18 19 20 21 22 23 24 25 26 H1

China Corporate Health (Versus China Itself, 
Weighted Average)

Debt Dynamics Revenue Generation

Return on Capital Total

N.B. Normalized since 2018.

Source: Natixis, Financial Statements, LSEG, iFinD

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

-1.5

-1.0

-0.5

0.0

0.5

1.0

1.5

2.0

18 19 20 21 22 23 24 25 26 H1

China Corporate Health (Versus Global, 
Weighted Average)

Debt Dynamics Revenue Generation

Return on Capital Total

N.B. Normalized since 2018.

Source: Natixis, Financial Statements, LSEG, iFinD



Overall – Debt Dynamics
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Chinese firms have been hesitant to increase leverage despite lower interest burden, 
while global firms have stepped up leverage under higher interest rates
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Overall – Revenue Generation
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Net income and profit margin stabilize, but the magnitude is weaker than global peers
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Overall – Return on Capital
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Still, return on capital continue to decline and diverge from global levels, despite a 
cyclical recovery in capex and a stronger emphasis on R&D among Chinese firms
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► Divergence can pose greater credit risks
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China’s repayment ability is converging, but a rising share of zombie firms points to 
growing credit divergence and risks
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Median – Revenue Generation
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Improvement in net income and profit margin are very concentrated into larger firms
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► Local SOEs under strain
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Interest burden is falling faster for SOEs, even if POEs are deleveraging more
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Ownership – Revenue Generation
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Still, POEs remain more profitable than SOEs, while weak earnings and margins 
continue to constrain SOE expansion
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Ownership – Repayment Ability
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Local SOEs also continue to have the lowest repayment ability among all firms and a 
highest of zombie ratio

0

2

4

6

8

10

12

0

2

4

6

8

10

12

18 19 20 21 22 23 24 25 26 H1

EBITDA-to-Interest Expense (x)

Central SOE Local SOE POE

Source: Natixis, Financial Statements, LSEG, iFinD

0

2

4

6

8

10

12

14

16

18

0

2

4

6

8

10

12

14

16

18

18 19 20 21 22 23 24 25 26 H1

Share of Zombie Firms (%)

Central SOE Local SOE POE

Source: Natixis, Financial Statements, LSEG, iFinD



Ownership – Investment
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POEs combine higher returns with a stronger capex recovery, while weak local SOE 
returns constrain investment and limit the effectiveness of fiscal stimulus
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► Sector Ranking
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Some sectors are more successful now, but they remain worse compared to the world

Source: Natixis, Financial Statements, LSEG, iFind
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Ranking within China Ranking comparing China and global peers



Key findings

28

China’s economy is under mounting pressure, while policy support has failed to ignite the recovery expected by 

markets. We attribute this missing spark to three forces. Weaker nominal growth, cautious consumers and 

overcapacity have reduced profitable investment opportunities, even as exports remain resilient. Policy priorities 

have also broadened beyond near-term growth to include financial stability, technological self-reliance and greater 

capital discipline. Meanwhile, support for R&D and “new productive forces” has accelerated strategic industries, but 

these sectors remain too small to lift the broader economy.

Against this backdrop, China’s corporate health remained considerably weaker than before the pandemic, although 

mild stabilization emerged in H1 2026. Lower effective interest costs and some balance-sheet repair improved 

headline debt-service capacity. Revenue growth, cash generation and returns on capital nevertheless remained 

weak, leaving China further behind global peers in converting investment into profitable growth.

The improvement also masks a widening divide between stronger firms and a distressed tail. The share of Chinese 

firms with EBITDA below interest expense rose from around 6% in 2019 to 12.5% in H1 2026. The comparable 

global ratio has returned close to its pre-pandemic level despite higher borrowing costs. Improving aggregate 

interest coverage therefore appears concentrated among larger and financially stronger Chinese companies, while 

credit risks continue to accumulate elsewhere.



Key findings (cont.)
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Ownership reveals another layer of divergence. POEs undertook the sharpest deleveraging following the property 

downturn, regulatory changes and weak private-sector confidence. Their financial position has recently stabilized 

as interest costs declined. They now record the strongest income growth, returns on capital and capex growth 

among the ownership groups. Central SOEs show a more modest recovery. Local SOEs remain under the greatest 

pressure, with weak profitability and returns constraining their ability to invest and support local fiscal expansion.

Strategic industries offer a potential new spark. Semiconductors, ICT and communication services have risen 

rapidly in our corporate-health rankings, supported by policy, investment and expanding demand. However, capex 

and technological capacity are growing faster than profits and returns. Many of these sectors still lag their global 

peers in profitability, limiting their contribution to overall corporate health and economic growth.

Our bottom-up evidence shows why cheaper money has yet to ignite a broad corporate recovery. Policy support 

has reduced financing pressure and stabilized parts of the economy, but it has not restored demand, confidence or 

profitable investment across the corporate sector. The missing spark is the transmission of cheaper financing and 

technological progress into sustainable earnings. China’s new growth engines are advancing, but they are not yet 

sufficiently large or profitable to replace the old ones.



Energy Behind AI
Tailwinds from global power revival3

30



AI data centers (AIDC) to boost global power demand, with China and US 
driving 80% of the growth

31 Source: IEA

Data center electricity consumption by region, 2020-2030

CAGR ~15%

CAGR ~18%



Capacity shortage in global power system requires massive investment in 
power generation as well as grid

32 Source: NBS, EIA, IEA, Natixis CIB
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China is gaining greater market share in power equipment with surging 
exports in recent years
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Meanwhile, China’s domestic grid investment remains rather slow despite 
policy ambition

34 Source: IEA, CEIC, Natixis CIB
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Overseas income therefore increasingly important, lifting exporters’ 
profitability and willingness to reinvest

35 Source: iFinD, Natixis CIB
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