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 Mainland China’s economy staged a stronger than expected growth in Q1 at 4.5% 

year-on-year (YoY). 

 Domestic consumption grew strongly, led by services and retail spending. 

 The Mainland’s economic growth is expected to reach 5.7% in 2023, with potential 

upside. 

 
Consumption and investment drove a robust recovery 
 
In Q1 2023, Mainland China’s economy recovered robustly, driven by consumption and 

investment. Gross domestic product (GDP) expanded solidly by 4.5% YoY in Q1 2023, 

accelerating from 2.9% YoY in Q4 2022. During the quarter, consumption became the 

largest growth engine contributing to 66.6% of Q1 GDP growth, while investment and net 

exports of goods and services contributed 34.7% and -1.3%. With an orderly economic 

normalization, the tertiary industry (+5.4% YoY) recovered faster than   the secondary 

industry (+3.3% YoY) in Q1 2023, with remarkable growth seen in some services sectors 

such as accommodation & catering sector (+13.6% YoY) and information transmission, 

software & information technology services sectors (+11.2% YoY). This indicates a strong 

and continued recovery from the domestic sector, fuelled by pent-up demand. Going 

forward, consumption is anticipated to play a bigger role in driving the ongoing economic 

recovery. 

 

Growth of retail sales accelerated to 10.6% YoY in March 2023, lifting the YoY growth of 

5.8% in Q1 2023. A resumption of economic activity further unleashed the pent-up 

demand in March 2023, providing a strong boost to various consumption activities. 

Catering services significantly surged with restaurant receipts sharply accelerating from 

9.2% YoY in the first two months of 2023 to 26.3% YoY in March 2023; a marked 

turnaround from an average YoY drop of 10.2% in Q4 2022 to a 13.9% YoY growth in Q1 

2023. Increased people mobility was accompanied with booming revenues for clothing, 

as the sales of garments, footwear, hats, and knitwear products soared by 17.7% YoY in 

March 2023. Auto sales rebounded visibly by 11.5% YoY in March 2023, likely boosted by 

 

Mainland China and Hong Kong Economic Outlook 

A Strong Q1 Brightens the Recovery Outlook 

Market Monitor – Mainland China 

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%

2
0

1
0

2
0

1
2

2
0

1
4

2
0

1
6

2
0

1
8

2
0

2
0

2
0

2
2

Yo
Y 

ch
an

ge

S

Mainland China GDP Growth

Source: CEIC

-30.0%

-20.0%

-10.0%

0.0%

10.0%

20.0%

30.0%

40.0%

-30.0%

-20.0%

-10.0%

0.0%

10.0%

20.0%

30.0%

40.0%

2
0

1
0

2
0

1
2

2
0

1
4

2
0

1
6

2
0

1
8

2
0

2
0

2
0

2
2

YT
D

 Y
o

Y 
C

h
an

ge

Yo
Y 

C
h

an
ge

Retail Sales (LHS)

Industrial Production (LHS)

Fixed Asset Investment (RHS)

SSource: CEIC

Fixed Asset Investment, Retail Sales 
and Industrial Production



 

 

 

 

 

 

MARKET MONITOR 

  Economic Research 

 

May 2023 

2 
 1 

discounts from sellers and tax incentives by the government.  

 

Fixed asset investment (FAI) and industrial production maintained a steady growth 

amidst a higher base of comparison. FAI increased by 5.1% YoY in Q1 2023, of which 

infrastructure and manufacturing investment continued to expand faster with a YoY 

growth of 8.8% and 7.0%, respectively. Industry-level investment data showed a 

continued focus on innovation and technology development, with FAI in the high-tech 

sector reporting a strong YoY growth of 16.0% in Q1 2023. Meanwhile, industrial 

production registered a moderate growth of 3.9% YoY in March 2023, averaging to a YoY 

growth of 3.0% in Q1 2023. While external demand maintained a softening trend due to 

an economic slowdown in advanced economies, rebounding domestic demand and 

improving growth outlook in emerging economies are likely to keep a steady expansion 

for industrial production in Mainland China. 

 

After recording contraction in early 2023, external trade strengthened in March 2023. 

Merchandise exports (in the US dollar terms, ditto) rebounded notably by 14.8% YoY in 

March 2023, reversing from a 6.8% YoY drop in the first two months of 2023, resulting in 

a 0.5% growth in Q1 2023. Meanwhile, merchandise imports decreased by 1.4% and 7.1% 

YoY in March and Q1 2023 respectively. Accordingly, the trade surplus widened to US$ 

204.7 billion in Q1 2023. The uptick of merchandise exports in March 2023 was driven by 

orders in ASEAN economies. However, softening demand in the US and the Europe as well 

as tightened global financial conditions are expected to weigh on the demand of 

Mainland China’s exports, posing some uncertainties over the trade outlook ahead. 

 

Property market showed further stabilization in Q1 2023. Growth of new home prices 

in 70 major cities accelerated from 0.3% month-on-month (MoM) in February to 0.5% 

MoM in March 2023, of which 64 cities reported MoM growth. The sales of residential 

building by floor space recorded a growth of 1.4% YoY in Q1 2023, up from a YoY drop of 

0.6% YoY in the first two months of 2023. Improvement in new home prices and sales 

performance showed a further stabilization of homebuyers’ sentiment amid the 

enhanced policy support for quality developers and ensuring home delivery. At the same 

time, property investment continued to stabilize at low levels with FAI in property 

development declining by 5.8% in Q1 2023. A recovering property market on the demand 

side will likely promote a more positive outlook by encouraging developers to acquire 

land, step up property investment as well as strengthen demand for construction workers, 

potentially supporting a healthy and steady property market development. 

 

Stabilizing employment remains a policy priority 
 

Stabilizing employment remains a policy priority, supported by ample policy room. In 

March 2023, the urban surveyed unemployment rate declined from 5.6% in February to 

5.3%, a step closer to the pre-pandemic level of 5.2% in 2019, while the State Council 

announced 15 measures at end-April to optimize employment policies. This includes a 

package of related subsidies and vocational training to intensify the policy support to 

industries and enterprises that are capable of absorbing job seekers and to facilitate the 

entrepreneurship and employment of college graduates. Moreover, the latest Politburo 

meeting reiterated continuous forceful and targeted fiscal and monetary policy support. 

It stated that public investment and policy stimulus should better and effectively boost 

private investment. These remarks offered hints of sustained policy support, likely 

boosting private sector confidence. Compared to the advanced economies, inflationary 

pressure in Mainland China remained benign with consumer price index averaging 1.3% 
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YoY in Q1 2023, allowing greater room for enhanced fiscal and monetary policy, when 

necessary. 

 

Looking ahead, Mainland China’s economy is expected to continue to strongly recover, 

driven by a solid rebound in consumption, sustained policy support and a stabilizing 

property market. With a stronger-than-expected performance in Q1 2023 and a lower 

base of comparison in the coming quarters, the recovery momentum could be somewhat 

stronger than originally expected, which is expected to pick up further in Q2. In April 2023, 

Mainland China’s services purchasing manager indices remained elevated. The services 

sector will continue to outperform in the coming quarters, serving as a major driver for 

the domestic economy. As a whole, Mainland China’s GDP growth in 2023 is poised to 

reach 5.7%, with further upside potential to our current forecast. 

 

Financial markets moved in tandem with market sentiment 
 
Sino-US strategic competition in technology, expectations of the Mainland’s policy 

stance, and US banking stability has continued to affect investors’ sentiment. The US, 

Japan and the Netherlands expressed their intentions to restrict key technological 

investment and semiconductor-manufacturing equipment exports to Mainland China. On 

the other hand, Mainland China is also reportedly considering export restrictions on 

certain rare-earth magnet technologies, negatively affecting investors’ morale. However, 

the Politburo meeting delivered a favourable signal of sustained policy support ahead, 

supporting the equity market performance near the end of the month. The US banking 

stability issue is yet to be resolved, possibly inducing capital inflows to risk-averse 

currencies. In April 2023, the onshore and offshore RMB depreciated slightly by 0.6% and 

0.8% against the US dollar compared to the end of the previous month, with CNY and 

CNH closing at 6.9126 and 6.9272 per US dollar respectively, while A-shares increased by 

1.6% to 3,483.63.

98

100

102

104

106

1086.60

6.65

6.70

6.75

6.80

6.85

6.90

6.95

7.00

2/23 3/23 4/23

CNY/USD (LHS) US Dollar Index (RHS)

Sources: Bloomberg, data as of 28/4/2023

RMB/USD vs US Dollar Index

2/23 3/23 4/23

3,250

3,300

3,350

3,400

3,450

3,500

3,550

3,600

Source: Bloomberg, data as of 28/4/2023

A Share Index



 

 

 

 

 

 

       MARKET MONITOR 

  Economic Research 

 

May 2023 

4 
 1 

 
Disclaimer 

This material is prepared by The Bank of East Asia, Limited (“BEA”) for customers’ reference only.  The content is based on 

information available to the public and reasonably believed to be reliable, but has not been independently verified. Any 

projections and opinions contained herein are expressed solely as general market commentary, and do not constitute an 

offer of securities or investment, nor a solicitation, suggestion, investment advice, or guaranteed return in respect of such an 

offer. The information, forecasts, and opinions contained herein are as of the date hereof and are subject to change without 

prior notification, and should not be regarded as any investment product or market recommendations. This material has not 

been reviewed by the Securities and Futures Commission of Hong Kong, Hong Kong Monetary Authority, or any regulatory 

authority in Hong Kong. 

BEA will update the published research as needed. In addition to certain reports published on a periodic basis, other reports 

may be published at irregular intervals as appropriate without prior notice. 

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or completeness of the 

information and stated returns contained in this material, and no liability is accepted for any loss arising, directly or 

indirectly, from any use of such information (whether due to infringements or contracts or other aspects). Investment 

involves risks. The price of investment products may go up or down, and may become valueless. Past performance is not 

indicative of future performance. The investments mentioned in this material may not be suitable for all investors, and the 

specific investment objectives or experience, financial situation, or other needs of each recipient are not considered. 

Therefore, you should not make any investment decisions based solely on this material. You should make investment 

decisions based on your own investment objectives, investment experience, financial situation, and specific needs; if 

necessary, you should seek independent professional advice before making any investment. 

This material is the property of BEA and is protected by relevant intellectual property laws. Without the prior written 

consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published, broadcast, 

circulated, modified, or developed commercially, in either electronic or printed forms, nor through any media platforms that 

exist now or are developed later. 

For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-

research.html. For any enquiries, please contact the Economic Research Department of BEA (email: 

lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong). 
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