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Chinese Mainland: Household spending accelerated markedly in May  

• Chinese Mainland’s May economic data underscored a robust momentum, driven by an 
upside surprise in retail sales. 

• The latest China-US trade negotiations in mid-June agreed a framework for implementing 
the Geneva consensus reached in May and helped ease tensions. 

• Given a solid growth momentum and supportive policy backdrop, Chinese Mainland’s GDP 
growth for Q2 is likely to show sustained resilience.  

Chinese Mainland’s growth momentum persisted in May, driven by stronger household spending. 
Despite a challenging external environment, Chinese Mainland’s economic momentum held up in 
May, with domestic demand showing enduring strength. This reflected the Mainland’s economic 
resilience as well as the boost from targeted policy support. Notably, retail sales surged at a stronger 
pace, while industrial production and investment grew steadily. Meanwhile, the labour market 
improved further, with the urban surveyed unemployment rate ticking down to 5.0% in May from 
5.1% in April. Besides, a 90-day trade truce between China and the US, alongside the progress of 
subsequent negotiations, has helped restore market confidence and fuel a further rally in stock 
markets. Overall, domestic demand is emerging as a significant growth driver. 
 
Household spending accelerated, spurred by a variety of catalysts. Retail sales surged notably by 
6.4% year-on-year (YoY) in May, far exceeding the market expectations of 4.9%. This marked as the 
fastest growth since December 2023. Positive drivers included buoyant Labour Day holiday 
spending, the government’s trade-in programmes, an earlier “618 shopping festival” this year. 
Particularly, the consumer goods trade-in programme continued to show strong effects in May, 
with rapid sales growth in household appliances and AV equipment (53.0% YoY) and 
telecommunication equipment (33.0% YoY). Services consumption also held up, with retail sales of 
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services ticking up from 5.1% YoY in January-April to 5.2% in January-May. Moving forward, the 
authorities are poised to step up policy efforts to reinvigorate the consumer market further.  
 
The industrial sector maintained a solid growth trajectory. While external demand has gradually 
softened in recent months with merchandise exports growth slowing from 8.1% YoY in April to 4.8% 
in May, industrial production showed consistent growth, expanding by 5.8% YoY in May (compared 
to 6.1% in April). Equipment and high-tech manufacturing continued to outperform in May, rising by 
9.0% YoY and 8.6%, respectively, underscoring the ongoing shifts towards high-end and capital- 
intensive manufacturing. In addition, the rise of digital economy has fuelled a rapid expansion in 
various smart products such as drones, 3D printers and industrial robots, which surged by 85.9% 
YoY, 40.0% and 35.5% in May, respectively.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Investment growth moderated amid subdued construction activity. Fixed asset investment (FAI) 
growth moderated from 4.0% YoY January-April 2025 to 3.7% YoY in January-May, largely due to a 
wider decline in property investment (from -10.3% YoY to -10.7%). Excluding property investment, 
the rest of FAI grew by 7.7% YoY in January-May, driven by the investment in infrastructure (+5.6% 
YoY) and manufacturing (+8.5%).  
 
The authorities signalled stronger policy efforts to stabilise the property market. Latest indicators 
revealed a continued property market consolidation. In January-May 2025, sales of residential 
buildings declined by 2.8% YoY, compared to a 1.9% decline in January-April. Moreover, new home 
prices in tier-1 & 2 cities declined slightly by 0.2% month-on-month in May after staying flat in April. 
In mid-June, Premier Li Qiang called for optimising the existing housing policies in a bid to stabilise 
expectations, stimulate demand, improve supply and mitigate risks. It appears that further policy 
support will be rolled out to support a gradual bottoming-out in the property market. 
 
The China-US trade negotiations yielded positive outcomes and remain as a major uncertainty. 
On 9th – 10th June, China and US conducted trade negotiations in London. Both sides reached a 
framework for implementing consensus reached in May. The negotiation outcomes helped ease 
tensions. China reportedly resumed the approval of export licences for rare earths to the US 
automakers and manufacturers for six months, while the US pledged to reduce its restrictions on 
sales of jet engines, related parts and ethane to China as well as on Chinese student visas. These 
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developments have fuelled market sentiment and sent a further rally in stock markets. That said, 
US trade policies remain highly unpredictable that the risks of potential re-escalation should not be 
ignored.   
 
Further policy measures are poised to support growth if necessary. With solid economic readings 
in April and May, the economy is projected to achieve stable YoY growth of around 5.0-5.5% in Q2 
following the 5.4% growth recorded in Q1. As the current China-US trade truce is set to expire in 
mid-August, foreign trade could increase thanks to front-loadings in the coming months, providing 
a boost for economic growth. This would create room for the authorities to adopt a prudent and 
measured approach in formulating its next economic stimulus. In our view, Chinese Mainland 
retains ample policy scope to reinforce its economic stimulus, such as additional monetary easing 
and increased funding for consumer trade-in programmes. Should economic challenges intensify 
unexpectedly, it is likely that further policy support will be implemented to sustain a steady growth 
momentum ahead.   
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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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