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Chinese Mainland: Growth momentum softened in August 

• Major growth indicators softened in August, with industrial production and services activity 
serving as resilient bright spots, while retail sales and investment decelerated. 

• A new round of China-US trade negotiations resumed in September, though policy 
uncertainties persist. 

• The authorities have achieved substantial progress in resolving local government hidden 
debt risks, potentially creating fiscal policy space for enhanced growth-support measures. 

Overall economic momentum softened in August. Growth indicators continued their softening 
trends across most monthly metrics, particularly retail sales and fixed asset investment. The urban 
surveyed unemployment rate edged up by 0.1 percentage points (ppts) to 5.3% in August, reflecting 
seasonal factors as graduates entered the labour market. Meanwhile, advanced manufacturing and 
services sectors maintained robust performance, underscoring the economy’s transition towards 
high-technology industries and services consumption as emerging growth drivers. Moving forward, 
the policy backdrop is likely to remain supportive, especially for boosting domestic consumption to 
support a firmer growth trajectory ahead. 
 
Industrial production sustained solid expansion. Industrial production recorded 5.2% year-on-year 
(YoY) growth in August, down from 5.7% in July. During the month, growth of merchandise exports 
also eased from 7.2% YoY in July to 4.4%. Nevertheless, Chinese Mainland’s integrated industrial 
value chain continued its rapid development in high-technology and equipment manufacturing 
sectors, which posted strong growth of 9.3% and 8.1% YoY in August, respectively. Particularly 
noteworthy, output of new energy vehicles and industrial robots rose by 22.7% and 14.4% YoY in 
August, respectively. Meanwhile, the authorities’ recent emphasis on improved capacity 
management across several key industries may constrain production in certain traditional 
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industries including steel and non-ferrous metal. This would deliver a boost to factory prices and 
industrial profits in the near term.  
 
Retail sales growth moderated further. Total retail sales expanded by 3.4% YoY in August, down 
from 3.7% in July. Specifically, retail sales growth of goods eased from 4.0% YoY in July to 3.6% in 
August. While automobile sales recovered to a mild YoY 0.8% growth in August after a 1.5% drop in 
July, other durable goods categories recorded a substantial slowdown . For instance, retail sales 
growth of household appliances & audio/video equipment moderated from 28.7% to 14.3% YoY, 
while telecommunication equipment slowed from 14.9% to 7.3%. This trend likely reflected 
diminishing impacts of trade-in subsidies. By contrast, retail sales of services maintained resilience 
at 5.1% YoY growth in January-August, supported by accelerated growth in cultural leisure, 
telecommunication, tourism and transport services amid increased summer travel activity. On the 
supply side, services production sustained robust growth of 5.6% YoY in August. Recent consumer 
incentives introduced by the authorities, spanning childcare subsidies to interest subsidies for 
consumer loans, should establish favourite conditions to lift consumer capacity and willingness to 
spend.  
                                                                                                                                                                                           
 
 
 
 
 
 
 
 
 
 
 
 
 
Nominal fixed asset investment (FAI) slowed to nearly flat in January-August. Nominal FAI growth 
slowed further from 1.6% in January-July to 0.5% YoY in January-August. Across major FAI sectors, 
there was a broad-based deceleration, with manufacturing FAI growth down from 6.2% to 5.1%, 
infrastructure FAI growth down from 3.2% to 2.0%, and property FAI contracted further from -12.0% 
to -12.9%. Despite this slowdown, purchases of machinery and instruments recorded stronger 
growth of 14.4% YoY amid ongoing policy supports for equipment renewals. While construction 
delays from extreme weather partly contributed to the slower FAI, the National Bureau of Statistics 
previously highlighted that declining prices from building materials also played a significant role. As 
a result, real FAI growth should be higher than the nominal headline readings suggest. 
 
Property market pressures persisted in August. Major housing indicators have remained volatile 
through 2025. Notably, sales value of residential buildings declined by 7.0% YoY in January-August. 
New home prices also extended their downtrend in August. On a positive note, housing inventory 
reduction continued, registering consecutive 6-month declines in private residential housing 
available for sale. Since August 2025, tier-1 cities including Beijing, Shanghai and Shenzhen eased 
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their home purchase restrictions in non-core areas and eased their housing provident fund loan 
policies.  
 
China-US trade negotiations resumed in September amid heightened uncertainties. On 14th 
September, Chinese Vice Premier He Lifeng and US Treasury Secretary Scott Bessent reportedly 
began a new round of trade negotiations in Madrid. However, recent developments preceding these 
discussions have intensified bilateral trade uncertainty. The US expanded its “Entity List” of export 
controls to include more Chinese companies, while media reports revealed that the US pressured 
G7 allies toward imposing 100% tariffs on China regarding Russian oil purchases. In response, 
China’s Ministry of Commerce launched anti-dumping and anti-discrimination investigations 
targeting US chips and its measures against China’s chip sector, respectively. 
 
As for fiscal policy, the Mainland authorities have achieved substantial progress in resolving local 
government hidden debt risks. Since Q4 2024, the authorities implemented a package of 
measures addressing existing hidden local government debts. In particular, the local government 
debt swap program lowered the average interest cost by more than 2.5 ppts, saving more than 
RMB 450 billion in interest payments. Building on these efforts, the Ministry of Finance is planning 
to front-load a portion of 2026’s local government debt quota for further resolving existing hidden 
debts. These developments demonstrate a meaningful progress in managing hidden debt risks, 
shoring up local governments’ finances to resolve overdue payments owed to private enterprises 
and implement pro-consumption policies. 
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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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