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• The Mainland economy expanded by 5.3% YoY in 1H 2025, supported by 

robust policy stimulus and foreign trade. 

• While China-US trade negotiations remain highly unpredictable, the worst-

case scenario of escalating tit-for-tat retaliations has been averted. 

• The July Politburo meeting pledged ongoing macro-policy support aimed at 

stabilising the growth momentum in 2H 2025. 

Solid 1H performance raised confidence in meeting the 5% target 
 
The Chinese Mainland’s GDP grew by 5.3% year-on-year (YoY) in 1H 2025. This 
strong performance keeps the economy on track to meet the government’s 
growth target of around 5.0% for 2025. Growth continued to be driven by ongoing 
policy support aimed at stimulating domestic demand, as well as continued 
resilience in foreign trade. In Q2, final domestic consumption remained the 
primary engine of growth, contributing 52.3% to GDP growth, followed by gross 
capital formation at 24.7% and net exports at 23.0%. On a quarterly basis, GDP 
growth was sustained at 5.2% YoY in Q2 following 5.4% in Q1.  
 
Industrial activity has advanced further. Monthly data showcased a notable 
growth in the industrial sector, with industrial production growth accelerating to 
6.8% YoY in June, up from 5.8% in May. This momentum was underpinned by 
strong equipment and high-tech manufacturing, given the government’s policy 
focus on industrial upgrades. Industrial profitability also improved, as the YoY 
decline in profits narrowed from 9.1% YoY in May to 4.3% in June. Meanwhile, retail 
sales growth moderated to 4.8% YoY in June, following a strong 6.4% in May, likely 
reflecting a reversal from the front-loading of purchases during May’s “618” 
shopping festival. Additionally, fixed asset investment growth slowed to 2.8% YoY 
in 1H 2025 due to lower prices, particularly for building materials. 

 

       
Growth on track to meet 5% annual target following a solid 1H  

Market Monitor – Chinese Mainland 
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Leading indicators showed largely stable economic activity in July. Both the 
official and Caixin manufacturing purchasing managers’ index (PMI) edged down 
from 49.7 and 50.4 in June to 49.3 and 49.5 in July, respectively. Survey feedback 
cited several headwinds facing manufacturers, including extreme weather 
disruptions and a softening of new export orders. Nonetheless, momentum in the 
services sector held up, with the official services PMI steady at 50.0 and the 
Caixin services PMI soaring to 52.6 in July. Furthermore, the China Passenger Car 
Association reported that passenger car sales grew by 9.0% YoY in the first 27 
days of July. On balance, these data points suggest stable performance in July. 
 
China and the US agreed to pursue an extension of the tariff truce 
 
China and the US agreed to pursue an extension of the tariff truce. Following 
the trade talks in Stockholm in July, Chinese and US officials agreed to pursue an 
extension of the existing 90-day tariff truce, which was due to expire on 12th 
August. Although the extension is subject to final approval by the leaders of both 
nations, the talks managed to avoid a worsening of trade tensions. While the 
overall outlook for China-US trade negotiations remains unpredictable, the worst-
case scenario has likely been averted. 
 
The authorities reaffirmed a proactive macro-policy stance 
 
The July Politburo meeting pledged ongoing policy stimulus. Following the 
meeting, the authorities reiterated their commitment to maintaining a more 
proactive fiscal policy and a moderately loose monetary policy in 2H 2025. 
Specifically, the meeting called for accelerated government bond issuance and 
use of funds, lower social financing costs and the further deployment of targeted 
structural monetary tools. Policy priorities include unlocking domestic demand 
and fostering growth through services consumption. In addition, the meeting 
announced that the Fourth Plenum of the 20th Central Committee is scheduled 
for October, with discussions to focus on national economic development for the 
15th Five-Year Plan (2026–2030). 
 
The authorities introduced nationwide childcare subsidies. From 2025 onwards, 
a nationwide childcare subsidy program offers families RMB 3,600 per year for 
each child under the age of three. The policy aims to ease financial burdens and 
encourage higher birth rates by promoting a more child-friendly environment. 
 
Financial markets rose further 
 
Financial markets responded positively to recent economic and policy 
developments. Investor confidence strengthened in July, buoyed by strong 1H 
GDP readings, the authorities’ commitment to maintaining policy support and a 
potential extension of the China-US trade truce. By the end of July, the Shanghai 
Stock Exchange A-share index increased by 3.7% in the month. The onshore CNY 
and offshore CNH slightly depreciated by 0.5% and 0.7% against the US dollar in 
July, closing at 7.2000 and 7.2091, respectively.
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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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