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• Leading indicators highlighted a mixed picture in early 2026, characterised by resilient external 

trade alongside soft retail sales for durable goods.   
• CPI inflation slowed due to strong seasonal factors, while PPI deflationary pressures abated. 
• The upcoming “Two Sessions” in early March will unveil a new growth target for 2026 and 

provide clarity on policies aimed at boosting domestic demand and high-tech development.  
 
Leading indicators highlighted a mixed economic picture 
 
Growth momentum in the Chinese Mainland remained uneven in early 2026. As monthly official 
economic data for January and February are combined to smooth out the Chinese New Year (CNY) 
holiday distortions, high-frequency leading indicators currently provide a gauge of early-year 
performance. From 1 January to 15 February 2026, container throughput in Chinese Mainland ports 
grew by 13.8% year-on-year (YoY), accelerating from a 8.3% increase in December 2025, indicating 
solid momentum in external trade. Notably, container shipments to the US recorded a narrower 
decline of 6.2% YoY during this period, compared to a 11.0% drop in December, which likely reflected 
stabilising bilateral relations following the trade truce agreed upon last November. Furthermore, the 
outlook for Chinese products has been bolstered with lower US tariffs, following the US Supreme 
Court’s February ruling that struck down President Trump’s tariffs under the International 
Emergency Economic Powers Act (IEEPA). While the US administration plans to replace the IEEPA 
tariffs with a 15% global tariff under Section 122, the impact is expected to be less severe and is 
legally capped at 150 days, providing a constructive near-term backdrop for the exports sector.  
 
 

Growth momentum remained divergent in early 2026 
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Domestic consumption, however, exhibited restraint, underscoring the divergence between robust 
exports and fragile household demand. According to the China Automobile Dealers Association, 
passenger car sales volume declined by 13.8% YoY in January. This contraction could be partially 
attributed to the scaling-back of the new energy vehicle purchase tax exemption that came into 
effect in 2026. In addition, spending on major household appliances weakened. Bloomberg’s data 
from major e-commerce platforms (JD, Tmall & Suning) showed that online retail sales of washing 
machines, air conditioners and refrigerators fell by 18.0% YoY during 1 January to 8 February 2026. 
These figures highlighted soft consumer spending on big-ticket durable goods.  
 

  

 
CPI inflation slowed due to strong seasonal factors, while PPI deflationary pressures abated. The 
headline and core consumer price index (CPI) rose by 0.2% YoY and 0.8% in January 2026, 
respectively, moderating from 0.8% and 1.2% in December 2025. The slowdown was primarily 
driven by strong seasonal factors, as the CNY holidays shifted from January last year to February 
this year. Meanwhile, the YoY decline in the producer price index (PPI) narrowed further, from 1.9% 
in December 2025 to 1.4% in January 2026. Ongoing policy efforts aimed at stabilising supply 
conditions and curbing excessive competition have mitigated downward pressures on producer 
prices. In addition, a surge in international precious metal prices in January translated into notable 
PPI gains for non-ferrous metal mining and processing sectors. 
 
Government financing continued to be the primary driver of credit expansion at the start of 2026. 
Total social financing increased by RMB 7.2 trillion in January 2026, slightly more than the RMB 7.1 
trillion recorded in the same month last year. Specifically, new government bond financing rose by 
RMB 976.4 billion in January, up from RMB 693.3 billion a year ago, reflecting the authorities’ efforts 
to front-load fiscal resources for public investment. In contrast, credit demand from the private 
sector remained sluggish. Both medium and long-term loans to households and enterprises 
registered lower increments relative to the previous year, as housing demand remained tepid and 
corporate capital expenditure plans stayed conservative. On the liquidity front, M2 money supply 
growth accelerated to 9.0% YoY in January 2026, marking the fastest pace since December 2023 
and signaling an accommodative monetary environment. 
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President Trump announced a to visit China from March 31 to April 2. Following a phone call 
between President Xi Jinping and President Trump in early February, the White House confirmed 
that President Trump will visit China from March 31 to April 2. This high-stakes summit is expected 
to strengthen bilateral communication and potentially seek further deliverables on the trade front, 
making its outcome critical for global supply chain stability going forward. 
 
The upcoming “Two Sessions” is expected to unveil major economic targets and 
policies for 2026 
 
The “Two Sessions” in early March is expected to unveil a new growth target for 2026 and shed 
light on upcoming economic policies. With the majority of local governments having set their 
regional growth targets at or above 5% for 2026, there is a strong probability that the national GDP 
growth target will be maintained at around 5% for the year. To achieve this, macro-policy is expected 
to remain supportive, with targeted measures aimed at stimulating domestic demand and fostering 
high-tech development. Fiscal policy is likely to mirror the expansionary stance of 2025, as the 
Ministry of Finance has pledged to sustain necessary fiscal expenditures. In 2025, the fiscal deficit-
to-GDP ratio and the issuance quota of special government bonds were set at 4.0% and RMB 4.4 
trillion, respectively. In addition, a moderately loose monetary policy will persist in 2026, providing 
room for further reductions in policy rates by 10-20 basis points (bps) and cuts to the reserve 
requirement ratio by 50 bps. On balance, this year’s early front-loading of fiscal and monetary tools 
directed at targeted areas, such as services consumption, technology innovation, private small-and-
medium enterprises, underscored a measured approach to policy support, rather than a reliance 
on broad-based stimulus.  
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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). 

 

 

 

 

 

 

 

 

 

© 2026 The Bank of East Asia, Limited 

mailto:lerd@hkbea.com

