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Market Monitor — Chinese Mainland

Growth momentum softened in early fourth quarter
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e Despite softening growth in October, the economy demonstrated positive developments in
industrial upgrading, solid services spending and stabilising prices.

e Industrial production maintained resilient growth, retail sales slowed, while investment and
exports dropped.

e Loan demand remained subdued, while the People's Bank of China resumed sovereign bond
trading to ensure sufficient liquidity in the financial system.

Economic transformation persisted, while other indicators softened in October

The Chinese Mainland's economic momentum moderated slightly in October. Monthly economic
indicators pointed to slower growth momentum in October, with industrial production, retail sales
and fixed asset investment (FAI) softening further compared to the previous month. Nonetheless,
the economy demonstrated positive developments in key strategic areas, such as industrial
upgrading, unlocking the potential of services consumption, and stabilising prices. Besides, labour
market conditions improved, with the urban surveyed unemployment rate declining to 5.1% in
October. Overall, the government's annual growth target for 2025 of around 5.0% remains within
reach.

Industrial production maintained resilient growth. Industrial production grew by 4.9% year-on-year
(YoY) in October, down from 6.5% in September. The slowdown could be linked to seasonal factors,
as the 8-day National Day and Mid-Autumn festival holiday resulted in fewer working days compared
to a year ago. That said, the industrial sector continued advancing its digital, smart and green
transformation, reflected in a solid 7.2% YoY growth in high-tech manufacturing in October.
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Industrial profitability also returned to expansion, posting 3.2% YoY growth in January-September.

External demand weakened somewhat. Chinese Mainland's merchandise exports shifted from
growth to decline, down by 1.1% YoY in October after surging by 8.3% in September, partly due to
higher base effects. The trade surplus stood at USD 90.1 billion in October 2025, down from USD
95.7 billion in the same month last year. Among major export destinations, exports to ASEAN slowed
to 11.0% YoY in October from 15.6% in September, while exports to the EU barely grew by 0.9% YoY
in October after double-digit growth in the prior two months. Exports to the US remained subdued,
declining by 25.2% YoY in October. However, the export volume of rare earth magnets to the US
reached a 9-month high of 656.3 tons in October, reflecting stabilising bilateral trade in critical
supplies.

Retail sales slowed slightly, while FAI recorded a deeper contraction. Total retail sales growth
eased from 3.0% YoY in September to 2.9% in October. Notably, retail sales of goods slowed
significantly from 3.3% YoY to 2.8%, primarily due to a higher base of comparison in the same period
last year when enhanced trade-in subsidies were implemented. Nevertheless, increased travel
activity during the National Day and Mid-Autum Festival holiday boosted retail sales of services by
5.3% YoY in January-October, up from 5.2% in the first three quarters. Meanwhile, nominal FAI
declined by 1.7% YoY in January-October, widening from the 0.5% drop recorded over the first three
quarters. According to the National Bureau of Statistics (NBS), this decline was partly attributed to
cautious sentiment in the business sector regarding investment decisions due to heightened
external challenges and intense domestic competition.
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The property market remained in contraction. Most property market indicators showed wider YoY
declines. In January-October, the sales value of newly-built residential buildings, the floor space of
newly-started residential buildings and the funds for real estate investment dropped by 9.4% YoY,
19.3% and 9.7%, respectively. These trends suggest that the property market's adjustment toward
a new development model will remain a gradual process.

CPI and PPl inflation continued to stabilise. The headline consumer price index (CPI) rose by 0.2%
YoY in October, up from -0.3% in September. Core inflation, which excludes food and energy prices,
picked up for the sixth consecutive month to 1.2% YoY in October. Services inflation sustained its
uptrend, rising to 0.8% YoY in October. These figures suggested steady underlying inflation amid
enhanced supportive policies. Meanwhile, the YoY decline in the producer price index (PPI)
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narrowed from 2.3% YoY in September to 2.1% in October. The PPI also recorded its first month-on-
month growth of 0.1% since November 2024. Stabilising inflation represented a welcome signal
that would validate steady consumer sentiment and improved profitability for businesses.

Loan demand remained subdued, while the People's Bank of China (PBoC) resumed sovereign
bond trading to ensure sufficient liquidity in the financial system. In October, new total social
financing increased by RMB 816.1 billion, notably less than the RMB 1.4 trillion in the same month
last year. Specifically, new government bonds slowed sharpy to RMB 485.2 billion in October
(compared to a monthly average of RMB 1.1 to 1.5 trillion from May to September). This slowdown
likely reflected limited scope for further bond issuance by local governments, as their annual quotas
approached the cap. Moreover, credit demand among households was subdued as new household
loans declined by RMB 360.4 billion in October. This led to moderating growth in outstanding RMB
loans, from 6.6% YoY in September to 6.5% in October. Besides, the PBoC resumed its trading of
sovereign bonds in October, injecting a total of RMB 20 billion. The move aimed to ensure sufficient
liquidity in the financial system, which could help stabilise borrowing costs.

The latest China-US trade deal has helped ease trade tensions. In early November, China and the
US agreed to extend their trade truce for one year and roll back certain protectionist measures,
including tariffs, export controls and trade practice investigations. Specifically, the US announced
aone-year suspension of the 24% reciprocal tariffs and a 10-percentage-point reduction in fentanyl-
related tariffs. In return, China suspended the global implementation of new export controls on rare
earths and began issuing general export licenses for critical minerals for US users and their
suppliers. While uncertainties remain regarding the trade outlook, due to the unpredictability of
private sector responses under the evolving global trade landscape and the potential effects of
front-loading, the deal is expected to support bilateral trade, with reduced trading costs, enhanced
supply chain stability and greater certainty in trade policy.
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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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