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Chinese Mainland's Economy Ended 3Q on a Firmer Note
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Summary:

e Chinese Mainland's GDP growth picked up modestly to 4.5% YoY in Q3 from 4.3% in Q2,
bringing year-to-date growth to 4.6%.

e Industrial production, exports and services remained the key growth drivers, while retail sales
improved and investment continued to contract.

o Despite persistent sectoral divergence, firmer September momentum and recent policy
support should keep the full-year growth target of 4.5%-5.0% within reach.

The Chinese Mainland's Q3 GDP data delivered a firmer note. GDP growth accelerated to 4.5%
year-on-year (YoY) in Q3, up from 4.3% in Q2, above market expectations of 4.4%. On a seasonally
adjusted basis, GDP growth also picked up to 1.2% quarter-on-quarter (QoQ), up from 0.9% in
Q2. For the first three quarters of 2026, GDP expanded 4.6% YoY, lifting the year-to-date output to
RMB 1071 trillion. By sector, tertiary industry grew 5.2% YoY in Q1-Q3, ahead of secondary industry
at 3.8% and primary industry at 3.7%. Growth was mainly underpinned by industrial production,
exports and services, while retail spending recorded a modest uptick, fixed-asset investment
remained in contraction, and the property sector was still in an adjustment phase. While the
readings continue to reflect notable sectoral divergence, the data pointed to a firmer momentum
in September's activity.
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Industrial production remained the clearest bright spot, underpinned by robust growth in high-
tech manufacturing and exports. Industrial production rose 5.5% YoY in September, up from 5.2%
in August. Sequential growth also accelerated to 0.6% MoM in September from 0.5% August. For
January-September, industrial production expanded by 5.3% YoY. Advanced manufacturing and
equipment manufacturing continued to make important contribution to industrial growth. Notably,
output of 3D printing equipment, lithium-ion batteries and industrial robots increased 62.5%, 39.5%
and 29.1% YoY, respectively, in January-September. External demand was another solid support.
Merchandise exports increased 16.4% YoY in RMB terms in January-September.

Retail sales recorded a modest lift. Retail sales of goods increased 1.1% YoY in September, up from
0.4% in August and above the 0.5% consensus. On a MoM basis, retail sales rose 0.4% in September,
reversing a 0.2% decline in August. The still-moderate readings were parted due to subdued
automobile sales (-21.2% YoY in September) amid payback effects from earlier subsidy-driven
demand. Communications equipment retail continued to grow briskly at 31.1% YoY in September,
consistent with relevant trade-in policy support. The broader consumption picture was somewhat
better than the goods retail figures alone. Total retail sales of goods and services rose 2.6% YoY in
January-September, with services retail growing 5.0%, faster than goods retail at 1.0%. In the
meantime, services production growth accelerated to 4.8% YoY in September from 4.1% in August.
It underscored the role of services consumption as a steady support to the economy, led by tourism,
cultural and leisure activities, events and experience-based spending.

Investment remained in contraction. Fixed asset investment (FAI) remained sluggish, contracting
by 7.2% YoY in January-September, unchanged from January-August pace. The monthly reading
offered a small stabilising signal, with September's FAI edging up 0.1% MoM. Across major
segments, manufacturing FAI fell 2.1% YoY in January-September, infrastructure FAI declined 4.2%,
and property development FAI dropped 20.6%. Meanwhile, investment was not uniformly weak.
Knowledge-intensive and upgrading-related areas held up better, with intellectual property and
high-tech industry FAI rising 9.3% and 4.9%, respectively.
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Adjustment in the property sector continued, but there were some signs of stabilisation. Policy
focus remains on controlling new additions, digesting existing inventory and improving housing
supply. In January-September, new starts and completions fell by 24.9% and 25.1% YoY, respectively,
while new-home sales by floor area declined by 13.2%. Officials from the National Bureau of
Statistics noted that transaction activity also warranted attention. Second-hand housing online
transaction area increased 10.7% YoY in January-September, and second-hand transactions
accounted for more than half of total commercial housing transactions in recent months. Besides,
price data showed some stabilisation in tier-1 cities. In September, new home prices in tier-1 cities
rose 0.1% MoM for a second consecutive month, and second-hand home prices in tier-1 cities rose
0.2%. Tier-2 new home prices were flat, while tier-3 city prices declined 0.2%.

Firmer momentum should support the economy in achieving its growth target of 4.5%-5.0%.
Overall, most indicators improved in September compared with July and August, pointing to a
firmer end to the quarter. Policy support has also stepped up recently. Measures include a 25-basis-
point cut of Pledged Supplementary Lending (PSL) rate, expanded PSL coverage for "Six Networks"
projects, enhanced structural monetary tools, allocation of RMB 550 billion in unused local-
government debt quotas, faster infrastructure project execution and mortgage interest subsidy
arrangements. While sectoral divergence is likely to persist, firmer September momentum and well-
calibrated policy support should help consolidate the recovery and keep the full-year growth of
4.5%-5.0% within reach.
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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.ntml. 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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