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Greater China — Week in Review

Highlights: Setting the tone

I spent my December holiday in China, including Yunnan Province and Shanghai.
Yunnan has clearly gained traction among foreign tourists from ASEAN. But it
was Shanghai that delivered the more unexpected macro anecdote.

One weekday morning—typically off-peak hours—we headed to a shopping
mall for a karaoke session, only to be told that every single room was fully
booked. The dominant customer segment? Retirees. Apparently, the silver-
haired crowd had beaten us to the mic.

China's senior citizens are emerging as an increasingly important consumer
group in China. From a macro perspective, elderly consumption plays a
meaningful “stabilizer” role in the Chinese economy. It provides steady support
to services, tourism, leisure, and healthcare, and is structurally less sensitive to
cyclical fluctuations than youth consumption. In this sense, senior spending
helps establish a downside cushion for domestic demand, especially during
periods of economic uncertainty.

However, elderly consumption is unlikely to become the primary growth engine
of the economy. Its spending profile—largely local, service-oriented, and
experience-driven—generates relatively limited multiplier effects. It does not
meaningfully stimulate capital investment, technological upgrading, or large-
scale industrial expansion. As a result, the economy’s upside potential still
depends heavily on younger and middle-aged cohorts, whose consumption
typically activates longer and broader value chains, including housing,
education, mobility, digital services, and family formation.

Ultimately, elderly consumption will remain a structurally important and
expanding component of domestic demand, anchoring the rise of China’s “silver
economy.” But to meaningfully raise the economy’s growth ceiling, China still
needs to improve youth income expectations, strengthen employment
prospects, restore household wealth confidence, and cultivate new industrial
growth drivers.

Against this backdrop, despite ongoing headwinds—including continued
weakness in the property sector, uncertainties surrounding exports, and
declining industrial profits—the manufacturing PMI returns to the expansion
territory. Pro-growth policies are gradually gaining traction, and high-tech
manufacturing continues to show resilience. As such, industrial output is likely
to maintain steady growth in 4Q, providing a degree of macro stability even as
domestic demand remains uneven.

China’s manufacturing PMI rebounded more than expected to 50.1 in
December, returning to expansionary territory for the first time since April
2025. 16 out of 21 sectors recorded sequential improvements. In our view, the
recovery was supported by still-resilient external demand alongside ongoing
policy support. @ That said, the recovery remains uneven across firm sizes. The
manufacturing PMI for small enterprises slipped to 48.6 from 49.1, while PMI
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readings for large and medium-sized firms continued to improve. This
divergence highlights the still-fragile transmission of the recovery, with smaller
firms facing tighter financing conditions and weaker pricing power. Sectorally,
the rebound in manufacturing sentiment appears to be primarily driven by high-
tech industries, while traditional sectors continue to face structural and cyclical
headwinds.

At the National Fiscal Work Conference held on 27-28 December 2025,
policymakers reaffirmed that China will continue to implement a more
proactive fiscal policy in 2026. The meeting outlined six key policy priorities,
with the foremost being to “anchor growth on domestic demand and accelerate
the building of a strong domestic market.” In our view, this signals a meaningful
strategic shift—from a policy framework previously centered on stabilizing
investment toward a more balanced approach that places investment and
consumption on equal footing. More importantly, the consumption agenda
itself has been upgraded, evolving from broad-based stimulus toward more
targeted, precision-oriented leveraging mechanisms.

Looking ahead to 2026, we estimate that the narrow fiscal deficit ratio is likely
to settle around 4.0%, implying a headline deficit of approximately RMB 5.9
trillion. Macro policy is set to become more proactive and front-loaded, which
should provide additional support to activity in early 2026. The first batch of
RMB 62.5bn in ultra-long special government bonds to support the nationwide
durable goods “trade-in” program has also been issued ahead of schedule.

The recovery of Hong Kong’s housing market gained further momentum. The
official residential property price index rose by a faster pace at 0.9% MoM in
November, widening the year-to-date gain to 2.8%. Meanwhile, rental index
refreshed record highs, rising cumulatively by 4.3% so far this year.

We expect the housing prices to rise modestly in 2026, supported by higher
rent-to-buy conversion rate, increase in non-local/end-user demand and a more
favourable policy mix.

Hong Kong’s exports performance stayed strong, with growth of merchandise
exports and imports still solid at 18.8% YoY and 18.1% YoY respectively in
November (Oct: 17.5% YoY and 18.3% YoY). During the period, trade balance
deficit widened to HKD48.5 billion in November, from that of HKD39.9 billion in
October.

Exports to the mainland China and most other Asian markets remained robust,
reflecting resilience beyond export frontloading and China’s success in the
export diversification strategy. Looking forward, we expect to see high single-
digit growth in exports in 2026, amid the ongoing Al investment and structural
resilience of Chinese exports.

The pace of increase in retail sales held steady at 6.5% YoY in value terms in
November, on the back of positive wealth effects stemming from stock market
rally and bottoming out of housing prices. Added to that, increase in visitor
arrivals and lower interest rate environment also contributed.

Macau’s gross gaming revenue (GGR) rose to post-Covid high at MOP292.46
billion in 2025 (up by 9.1% YoY), exceeding our growth forecast at 8.5%. GGR
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will likely see solid growth in 2026, with the rate of expansion of VIP segment
outpacing that of other segments. We tip the year-on-year growth of GGR at 5%
for 2026, taking into account the higher base.

Macau is set to end 2025 on a strong note, delivering high single-digit gaming

revenue gains, a sharp increase in visitor arrivals, and meaningful progress in
non-gaming investment.
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Key Development
Facts OCBC Opinions

= At the National Fiscal Work Conference =
held on 27-28 December 2025,
policymakers reaffirmed that China will
continue to implement a more proactive
fiscal policy in 2026.

The meeting outlined six key policy priorities, with the foremost
being to “anchor growth on domestic demand and accelerate the
building of a strong domestic market.” In our view, this signals a
meaningful strategic shift—from a policy framework previously
centered on stabilizing investment toward a more balanced
approach that places investment and consumption on equal
footing. More importantly, the consumption agenda itself has
been upgraded, evolving from broad-based stimulus toward
more targeted, precision-oriented leveraging mechanisms.

By channeling fiscal resources toward high-multiplier,
technology-intensive consumption categories, and coordinating
these efforts with ultra-long special treasury bonds, interest-
subsidy schemes, and front-loaded local fiscal tools, the policy
mix is designed to work on multiple fronts. On the demand side,
it aims to strengthen households’ willingness and capacity to
spend; on the supply side, it incentivizes intelligent upgrading
and elderly-friendly transformation across industries. Taken
together, these measures should help inject more durable and
self-sustaining momentum into the recovery of domestic
demand.

Looking ahead to 2026, we estimate that the narrow fiscal deficit
ratio is likely to settle around 4.0%, implying a headline deficit of
approximately RMB 5.9 trillion. This would comprise about RMB
5.0 trillion in central government bond issuance and roughly
RMB 900 billion in local general bonds. Beyond this, both the
quota and scope of special local government bonds are expected
to expand further, with annual issuance rising to around RMB
4.8-5.0 trillion. Meanwhile, the scale of ultra-long special
treasury bonds could increase to roughly RMB 1.5 trillion,
including RMB 150 billion for equipment upgrades, RMB 250
billion for consumer goods replacement programs, RMB 100
billion for the National Venture Capital Guidance Fund, and
about RMB 1 trillion earmarked for major infrastructure and
strategic projects.

Key Economic News
Facts OCBC Opinions

= China’s manufacturing PMI rebounded =
more than expected to 50.1 in December,
returning to expansionary territory for the
first time since April 2025. ]

Encouragingly, 16 out of 21 sectors recorded sequential
improvements. In our view, the recovery was supported by still-
resilient external demand alongside ongoing policy support.
Both demand and supply indicators improved meaningfully. The
production index rose to 51.7 from 50.0, while the new orders
index recovered to 50.8 from 49.2, signaling a broad-based
pickup in activity. New export orders also improved to 49.0 from
47.6, suggesting some stabilization in external demand
conditions. Meanwhile, the business expectations index surged
to 55.5, the highest level since March 2024, reflecting a notable
improvement in forward-looking sentiment.
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= The recovery of Hong Kong’s housing
market gained further momentum. The
official residential property price index
rose by a faster pace at 0.9% MoM in
November, widening the year-to-date gain
to 2.8%. Meanwhile, rental index refreshed
record highs, rising cumulatively by 4.3% so
far this year.
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That said, the recovery remains uneven across firm sizes. The
manufacturing PMI for small enterprises slipped to 48.6 from
49.1, while PMI readings for large and medium-sized firms
continued to improve. This divergence highlights the still-fragile
transmission of the recovery, with smaller firms facing tighter
financing conditions and weaker pricing power. Sectorally, the
rebound in manufacturing sentiment appears to be primarily
driven by high-tech industries, while traditional sectors continue
to face structural and cyclical headwinds.

The non-manufacturing PMI also rebounded, rising to 50.2 from
49,5, Within this, the construction PMI jumped sharply by 3.2
points to 52.8, with the increase exceeding typical seasonal
patterns. In our view, three factors contributed to this strength.
First, warmer-than-usual winter temperatures in parts of
southern China supported construction activity. Second, with
year-end targets and the Spring Festival approaching, firms
accelerated project schedules to meet deadlines. Third, stronger
funding support from front-loaded fiscal resources has likely
helped accelerate infrastructure project execution.

Looking ahead, macro policy is set to become more proactive
and front-loaded, which should provide additional support to
activity in early 2026.

First, the 2026 local government debt quota has been allocated
in advance.

Second, the NDRC has released the advance batch of 2026 “Two
New and One Major” projects and central budget investment
plans totaling around RMB 295bn, which should help speed up
funding disbursement and project implementation.

Third, the first batch of RMB 62.5bn in ultra-long special
government bonds to support the nationwide durable goods
“trade-in” program has also been issued ahead of schedule.
Overall, while recent PMI data point to a tentative cyclical
stabilization, the quality and breadth of the recovery remain
uneven, underscoring the importance of sustained policy
support—particularly for smaller firms and traditional sectors—
going into 2026.

Analyzed by flat size, the price indexes of mass-market and
medium-sized properties (Class A, B and C; below saleable area
of 100 square meter) and large-sized properties (Class D and E;
saleable area of 100 square metre or above) rose by 0.9% MoM
and 0.4% MoM respectively in November.

On the other hand, rental index rose at a steady pace of 0.2%
MoM in November. With the growth of housing prices outpacing
rent in recent months, the market yield is expected to peak and
revert to a downward trend. Meanwhile, transaction stayed flat
at 5,588 cases in November, comparable to the monthly average
of 5,567 in the third quarter.

We expect the housing prices to rise modestly in 2026,
supported by higher rent-to-buy conversion rate, increase in
non-local/end-user demand and a more favourable policy mix.
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Exports performance stayed strong, with
growth of merchandise exports and
imports still solid at 18.8% YoY and 18.1%
YoY respectively in November (Oct: 17.5%
YoY and 18.3% YoY). During the period,
trade balance deficit widened to HKD48.5
billion in November, from that of HKD39.9
billion in October.

The pace of increase in retail sales held
steady at 6.5% YoY in value terms in
November, on the back of positive wealth
effects stemming from stock market rally
and bottoming out of housing prices.
Added to that, increase in visitor arrivals
and lower interest rate environment also
contributed.

Macau’s gross gaming revenue (GGR) rose
to post-Covid high at MOP292.46 billion in
2025 (up by 9.1% YoY), exceeding our
growth forecast at 8.5%.

By Global Markets | 5 January 2026

Exports to all major trading partners recorded sharp growth in
November. Total merchandise exports to mainland China and US
rose by 16.4% and 44.4% YoY respectively. For the first 11
months of 2025 as a whole, the value of total merchandise
exports and imports increased by 14.3% and 14.1% respectively,
despite undergoing ups and downs in the US-China trade
relations.

Exports to the mainland China and most other Asian markets
remained robust, reflecting resilience beyond export
frontloading and China’s success in the export diversification
strategy. Looking forward, we expect to see high single-digit
growth in exports in 2026, amid the ongoing Al investment and
structural resilience of Chinese exports.

In sequential basis, total retail sales fell by 4.1% MoM in value
terms in November, after recording strong growth during the
Golden week holiday in October. Sales in most outlets recorded
varied degree of declines, with the exception of “clothing,
footwear and allied products” (26.1% MoM) and “department
stores” (10.7% MoM).

Stronger fundamentals, alongside the sales promotion
initiatives, point to further recovery in retail sales in periods
ahead. We expect retail sales to record mild gain this year (YTD:
0.4% YoY).

GGR will likely see solid growth in 2026, with the rate of
expansion of VIP segment outpacing that of other segments. We
tip the year-on-year growth of GGR at 5% for 2026, taking into
account the higher base.

Macau is set to end 2025 on a strong note, delivering high single-
digit gaming revenue gains, a sharp increase in visitor arrivals,
and meaningful progress in non-gaming investment.
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