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• Q1 2026 GDP growth accelerated to 5.0% YoY, surpassing market expectations  and bolstered 

by robust policy measures  as well as high -tech manufacturing competitiveness.  

• Inflation remained  modest , with PPI returning to  growth in March . 

• Credit growth moderated in March , while structural  monetary tools played a larger role in  

inject ing  liquidity support into targeted areas.  

 

China’s Mainland Q1 Growth: A Robust  Start Across Key Indicators  
 
The Chinese Mainland  economy  accelerated in Q1 2026, providing a solid foundation to achieve 
the Government’s 4.5 -5.0% growth target . GDP growth in Q1 2026 rose to 5.0% year -on-year (YoY) 
and 1.3% quarter -on-quarter (QoQ). 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 . Meanwhile,  nominal GDP growth increased 
to 4.9% YoY in Q1 2026, up from 3.9% in Q4 , as GDP deflator narrowed to  -0.1% from -0.6%  YoY, 
suggesting further signs of price stabilisation.   
 
Industrial activit y and trade  have remained solid . Industrial production expanded by 5.7% YoY in 
Q1 2026 , driven by strong growth in high -tech manufacturing (+12.5%  YoY) and equipment 
manufacturing (+8.9%) . This  strength enabled Chinese producers to further expand even amid a 

challenging external environment, with goods exports rising sharply by 11.9% YoY in Q1 2026.  
Concurrently , goods imports jumped by 19.6% YoY  in Q1 2026 , driven by robust purchases of high -
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tech products such as semiconductors , electronic parts, and precision equipment .  
 

Investment held up alongside early signs of property market stabili sation. 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 -loaded policy support boosted infrastructure FAI, which surged 

by 8.9% YoY, while manufacturing FAI rose by 4.1%. Although property FAI remained in contraction , 

declining by 11.2%  YoY, its pace of decline appeared to be stabili s ing. Notably, new house prices in 

major cities recorded a modest month -on-month (MoM) growth of 0.2%  in March , suggest ing 

improv ed market  sentiment. Secondary market house prices in tier-1 cities also rebounded, flipping 

from a 0.1% decline to a 0.4% MoM gain . Should the housing market demonstrate firmer si gns of 

stabilisation, consumer confidence will likely be strengthened to underpin a broader recovery in 

household spending.   

 
Domestic consumption continued its modest recovery, driven by resilient spending on services. 
Total retail sales of consumer goods rose by 2.4% YoY in Q1 2026. While goods consumption posted 
modest gains , services retail sales outperformed, growing by 5.5% YoY, with notable increases in 
telecommunications, tourism, and leisure and sports activities. As targeted policy initiatives 
continue to stimulate  the services sector , particularly in digital industries, tourism, leisure, and the 

rapidly growing silver economy , the recovery in consumer spending is expected to gather further 
momentum  in the coming quarters .  
 
Inflation remained  modest , with PPI returning to  growth in March.  In Q1 2026, the headline CPI 
and core CPI inflation reached 0.9% and 1.2% respectively. Major core CPI components showed 
modest price gains in Q1 2026 compared to their readings in 2025 . Price gains for services and 
non -energy industrial consumer goods increased from 0.5% in 2025 to 0.8% YoY in Q1 2026 and 
from 1.1% to 2.5%, respectively. Regarding producer prices, the PPI recorded a contraction  of 0.6% 
YoY in Q1 2026, though  its March reading rose notably to a growth of 0.5% YoY , up from -0.9% in 
February. While th is  increase in PPI was partly caused by higher fuel prices, several advanced 
sectors began to record stabilising prices, including photovoltaic equipment & components , 

lithium -ion batter ies , and optical fibres . Thanks to solid demand and a stabilising PPI, industrial 
profits surged by 15.5% in Q1 2026 . Thus,  stronger profitability is poised to bolster corporate balance 
sheets.  
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Credit growth moderated in March, while structural monetary tools played a larger role in 
injecting liquidity support for targeted areas.  On the liquidity front, M2 growth slowed slightly to 
8.5% YoY in March, down from 9.0% in February, while M1 growth also eased to 5.1% from 5.9%. In 
terms of credit flows for the economy, growth in total social financing (TSF) also moderated, with 
outstanding TSF expanding 7.9% YoY in March compared to 8.2% in February . The cooling was due 
to a slower expansion in government bonds and corporate loans. That said, financing support for 
key sectors maintained solid growth, with loans to micro and small enterprises and to the services 
sector (excluding the property industry) increasing by 10.3% and 9.9% YoY in Q1 2026, respectively.  

 

 
Monetary Policy Outlook  
 
Economic resilience and a solid energy architecture  enable the authorities to preserve policy 
room  and  adopt a wait -and -see approach. The g lobal economic landscape has grown increasingly 

complex amid prot racted geopolitical tensions in the Middle East. At present, oil prices hover 
significantly above the pre -crisis levels , and the Strait of Hormuz remains in a standstill. However, 
the Chinese Mainland is relatively insulated  given its rebounding domestic economic momentum 
and diversified source s  of oil imports. With Q1 GDP growth attaining the upper bound of the 4.5  -

5.0% target range, there is reduced urgency to step up broad -based monetary easing.  
Consequently , the People’s Bank of China (PBoC) is expected to maintain an accommodative 
stance and proceed  with its monetary easing at a measured pace , ensur ing  sufficient market 
liquidity while placing a greater emphasis on the application of structural tools. Looking ahead, we 
continue to expect further targeted easing measures from  the PBoC, though the timing of interest 
rate cuts is likely to be postponed  until the second half of  2026 . 
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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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