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Chinese Mainland: A Robust Start in Q1 Paves the Way to Reach 2026 Target  

• The economy grew by 5.0% year -on-year in Q1 2026, providing a solid foundation to achieve 

the Government ’s 4.5 -5.0% growth target and underpinning our full -year forecast of 4.8%.  

• Direct energy shocks from Middle East tensions remain contained thanks  to a diversified 

energy mix, though second -order effects on global export demand warrant close attention.  

• Investment held up  alongside early signs of property  market stabilisation, setting the stage 

for a broader rebound in domestic demand.   

The C hinese Mainland ’s economy accelerated in Q1 2026, driven by external trade and industrial  

production . GDP growth  in Q1 2026 reached  5.0% year -on-year  (YoY) and 1.3% quarter -on-quarter 

(Qo Q), despite a high base of comparison. Both readings were faster than the preceding quarter 

and exceed ed market expectations. This robust growth was bolstered by the nation ’s steadfast 

policy support  and high -tech manufacturing competitive ness . Notably, industrial  production 

expanded by 6.1% YoY in Q1, propelled by strong growth in equipment manufacturing (+8.9%) and 

high -tech manufacturing (+12.5%). This strength enabled Chinese producers to further expand , 

even amid a challenging external environment , with g oods exports rising sharply by 11.9% YoY in Q1 

2026. This widening trade surplus and solid industrial output served as crucial engines for the 

economy. Taken together, this solid start establishes a firm foundation to achieve the Government ’s 

4 .5-5.0% GDP growth target  for 2026. While heightened  uncertainties from global energy shocks 

and restrictive  monetary conditions will hinder the global economic outlook, the Chinese Mainland ’s 

robust growth momentum is likely to continue .  
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Domestic consumption maintained a steady recovery, driven  by resilient services spending. Total 

retail sales of consumer goods increased by 2.4% YoY in Q1 2026 . While goods consumption saw 

modest gains, services retail sales outperformed with a 5.5% YoY expansion, with brisk growth seen 

in telecommunications, tourism, leisure and sports activities. Furthermore, real per capita 

disposable income grew by 4.0% YoY in Q1 2026 , ensuring stable support for household purchasing 

power. As targeted policy initiative s shift toward fostering a modernised services sector , particularly 

in digital , tourism, leisure, and the silver economy , the broader recovery in consumer spending is 

expected to gather further momentum ahead . 

 

Despite escalating geopolitical tensions in the Middle East, direct energy shock s  to the Chinese 

Mainland remain contained . Unlike many advanced economies that are highly sensitive to global 

oil volatility, the Chinese Mainland  has benefited from the strategic  initiatives  to build a deeply 

diversified energy architecture. Oil accounts for less than 20% of total primary energy consumption. 

Led by investments in the green transition, the share of renewables and nuclear has risen steadily, 

up from 16.0% in 20 20 to 21.7% in 2025, replacing oil as the second -largest source.  Moreover, 

domestically supplied coal is serving as the bedrock (over 50%) of the energy mix . Furthermore, 

the nation has broadened its crude import  base across the globe, with deepening energy ties with 

Russia, Brazil, Malaysia and Africa , and built substantial strategic petroleum reserves to buffer 

against sudden energy supply disruptions.  Overall , a robust energy architecture  is poised to allow 

the Chinese Mainland to generate stable energy supply  despite the Middle East tensions .  

However, the second -order effects pose  a greater macroeconomic threat. A protracted Middle East 

conflict could lead oil prices to stay elevated and cause persistent global supply chain disruptions. 

In this scenario, global inflation will move higher,  and the global economy  will stall , thereby weighing 

on external demand for Chinese exports.  In this connection , external  demand will present a 

significant  uncertainty  for the Chinese Mainland economy in the near term.  

Investment held  up alongside early signs of property market stabilisation.  Fixed asset investment  
(FAI) grew by 1.7% YoY in Q1 2026 , extending a stable recovery from the 3.8% full -year contraction 
recorded in 2025. Specifically, front -loading policy support boosted infrastructure  FAI to surge by 
8.9% YoY in Q1 2026, and manufacturing  FAI was up by 4.1%. While property FAI continued to  
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contract, down by 11.2%  YoY, its pace of decline appeared to be stabilising. It is also worth noting 
that an increasing number of major cities reported house price growth in March , pointing to 
improved sentiment in the property  market. As the authorities continue to step up policies to bring 
a health ier balance in demand and supply, the property market is likely to see further signs of 
stabilisation, which will be highly conducive to restoring broader consumer confidence.  

T he Chinese Mainland is well -positioned to navigate an increasingly complex external landscape.  

Robust GDP growth for Q1 2026 underscored the Chinese Mainland’s  rising economic resilience 

through its strategic pivot toward fostering new quality productive forces. While it remains highly 

uncertain if the Middle East tensions will lead to a meaningful drag to external demand and thus 

caus e a slowdown in exports, the Chinese Mainland economy is expected to be supported by a 

confluence of positive domestic tren ds . These includ e substantial  growth potential  in the services 

sector , the turnaround of inflation into positive territory, a strong rebound in industrial corporate 

profits, and improv ed sentiment within the property sector. Furthermore , the authorities ’ 

commitment to proactive fiscal policies and an accommodative monetary stance will provide a firm 

footing to counter external shocks.  Tak ing  the latest economic trends into consideration, w e 

continue to forecast the Chinese Mainland ’s 2026 full -year GDP growth to reach 4.8%.  
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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 informatio n, 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 Securitie s 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 indirect ly, 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 perform ance. 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 inves tment 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 

befor e 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, mo dified, 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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