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China’s CPI inflation edges up as non-food
inflation raises deflation fears
CPI inflation in China edged higher as food prices turned positive for
the first time in 14 months, but non-food inflation shows the effect of
a weak property market and consumer confidence

Non-food prices in
China are showing
some worrying signs
despite an uptick in the
headline number

0.6% YoY China's August CPI inflation

As expected
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CPI inflation hit 6-month high on support from food prices

Inflation edged up in August on food price recovery
August CPI inflation in China rose to 0.6% year-on-year, up from 0.5% YoY in July, coming in
exactly in line with our forecasts this month and reaching a six-month high. In month-on-month
terms, CPI inflation rose 0.4%, reflecting a 3.4% MoM uptick in food prices and outweighing a -0.3%
MoM decline in non-food prices.

Food prices were the main driver behind the slight uptick in overall inflation, rising 2.8% YoY in
August, up from 0.0% YoY in July. Pork (16.1%), fresh vegetable (21.8%), and fresh fruit
(4.1%) prices were the main contributors to food inflation, as some other categories such as grains,
oils, and dairy remained in negative territory. 

August's data marked the first time since June 2023 that food inflation was positive in year-on-
year terms, and this momentum should continue in the next few months as well given a
supportive base effect.

Pork, vegetable, and fruit prices drove food inflation higher in
August
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Non-food inflation showed increasing signs of weakness
However, non-food inflation painted a more concerning picture for those worried about deflation.
Non-food inflation fell to 0.2% YoY, the lowest level since July 2023, and there is a risk that it could
move toward negative levels in the next few months if there are no new stimulus measures to
boost consumption activity.

The transportation and communications category was the biggest drag on non-food inflation
at -2.7% YoY. Heavy competition in the auto sector continued to lead to deflation in
the transportation facility category, which registered at -5.5% YoY in August. Communications
facilities also saw a -2.1 % YoY decline amid price competition and limited appetite for smartphone
upgrading in an environment of heightened household caution over discretionary spending.

The property market weakness also continued to translate to lower rent prices, which fell -0.3%
YoY in August, unchanged from July's level. 

Low inflation continues to give ample room for policy easing
Overall, inflation in China remains very much subdued despite the slight uptick over the month.
Given the cyclical nature of food prices, non-food prices are likely to be more in focus with regard
to the overall inflation outlook, and the data showed that weak consumption momentum is
starting to translate into deflationary pressure in various categories.

This means that as far as monetary policy is concerned, the People's Bank of China (PBoC) should
have no impediments to further policy easing to help support the economy in the coming months.
We expect there will be at least one rate cut before the end of the year, and potentially more if the
Federal Reserve cuts rates as aggressively as markets are currently anticipating. 

On the fiscal side, there have been growing calls for the implementation of more demand-side
policies. Measures aimed at directly stimulating consumption – such as consumption vouchers or
tax relief measures – could be beneficial for kickstarting a short-term virtuous cycle, and could be
increasingly necessary given the challenges of reaching the 5% growth target amid moderating
manufacturing momentum.

Author

Lynn Song
Chief Economist, Greater China
lynn.song@asia.ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

mailto:lynn.song@asia.ing.com


THINK economic and financial analysis

Snap | 9 September 2024 4

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

http://www.ing.com

