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Al-driven Exports Continued to Boost Chinese Mainland's Trade Balance
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Summary:

¢ Widening trade balance is poised to remain supportive for GDP growth.
e Al-related products continued to be a primary growth driver of exports.

e Strong exports were widely seen across major destinations, with a notable surge in shipment
to major Asian economies.

The Chinese Mainland's external trade sustained strong growth in July. Although ports and
factories' operations were once disrupted by extreme weather conditions, merchandise exports
sustained solid growth of 23.9% year-on-year (YoY) in July, following a 27.0% surge in June,
exceeding market expectations. Concurrently, merchandise imports expanded briskly by 27.5% YoY
in July, down from 36.0% in June. Robust trades continue to render solid support for production
activity. Taken together, the Chinese Mainland's trade balance widened to RMB 112.5 billion in July
and 687.4 billion in January-July, respectively, thereby providing a solid support to the GDP growth.

High-tech goods acted as the primary growth driver of exports. Global Supercycle for Artificial
Intelligence (Al) infrastructure and applications continued to generate robust demand for
computing-related products. Exports of integrated circuit (IC) maintained triple-digit YoY growth for
a third straight month at 116.6% in July, while export growth of computers accelerated from 53.1%
YoY in June to 67.4% in July. Notably, IC prices stayed elevated, further driving up their export values.
Meanwhile, automobile export growth stayed buoyant at 60.4% YoY in July, following a surge of
69.6% in June, reflecting robust external demand for Chinese-made electric vehicles amid a global
green transition cycle.
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Strong exports were widely seen across major trading partners. Notably, the Chinese Mainland's
exports to major Asian economies strengthened further, with accelerating growth for exports to
ASEAN (from 34.5% YoY to 38.4% in July), South Korea (from 42.6% to 46.6%) and Japan (6.9% to
14.0%). Moreover, exports to the US picked up from 13.9% YoY in June to 17.0% in July, reflecting
ongoing normalisation of bilateral trade. In late July, the US implemented new Section 301 tariffs on
imports from 60 trading economies to replace its earlier tariffs that were struck down or expired.
In effect, the impact should be limited, as the US effective tariff rate on China estimated by
Bloomberg only rose slightly from 20.8% to 22.2%. Meanwhile, exports to the EU eased but
remained robust at 16.0% YoY in July.

Imports stayed strong for supporting manufacturing production. Imports for mechanical and
electrical products maintained robust growth of 46.0% YoY in July, slightly down from 47.5% in June.
Specifically, the imports of computers and IC soared by 193.8% YoY and 71.1% in July, respectively.
This indicates a mature global supply chain through diversified trading partners to support high-
tech production. On the contrary, imports of crude oil and refined petroleum product declined by
4.6% YoY and 20.5%, respectively, which could be due to elevated energy prices amid geopolitical
tensions in the Middle East.
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Looking ahead, the Chinese Mainland's high-tech competitiveness is likely to sustain its export
resilience. Underpinned by a holistic industry base, the Chinese Mainland's export-related sectors
is likely to benefit from the ongoing global Al investment cycle. Moreover, the upcoming summit
between President Xi Jinping and US President Donald Trump, likely in September, warrants
attention for further development in bilateral trade, particularly on whether the tariff truce which
will be extended given a scheduled expiration in November 2026.
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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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