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investment, thereby reduc-
ing the interest rate elastic-

ity of investment

Despite reasonable and ample liquidity 
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funding supply in commercial banks, as 

well as the stable growth of the social 

financing scale and broad money supply 

since the outbreak of the COVID-19 pan-

demic, China didn’t see a significant in-

crease in investment growth (around 5%).

From the perspective of financing de-

mand, private and small to medium-

sized enterprises (SMEs) hold relatively 

smaller assets and are less resilient to 

risk shocks.   Therefore, they’re more 

likely to suffer from shrinking financ-

ing demand during economic downturns 

as their investment decisions are driven 

more by risk considerations rather than 

profit. In contrast, state-owned enter-

prises (SOEs) possess relatively larger 

asset sizes and are more resilient to 
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While MNCs in China are now strug-

gling with rising costs and declining 

margins due to slowing market growth, 

many don’t see emerging Chinese play-

ers as a critical challenge yet since they 

possess organisational and management 

capabilities that are more effective, ef-
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