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Greater China – Week in Review 

Highlights: flight to safety    

 

Chinese equities extended their losses for another week as the escalating U.S.-
Iran conflict continued to dominate market sentiment. That said, a late-week 
rebound—supported by stronger-than-expected industrial profit data and 
tentative diplomatic signals—helped limit the downside. The Shanghai 
Composite Index closed the week modestly lower by 1.1%. 
 
In contrast to developed markets, where government bond yields have surged 
amid rising stagflation concerns, China’s bond market outperformed, supported 
by renewed flight-to-safety demand. The 10-year government bond yield 
declined by 3bps last week, reaching a two-week low. 
 
Similar to most Asian central banks, we believe the recent surge in oil prices 
may delay market expectations for further rate cuts in China. However, in 
China’s case, easing is still not off the table. In our view, China’s relatively lower 
sensitivity to the recent oil shocks—underpinned by structural factors—
continues to provide policymakers with greater flexibility compared to its 
regional peers. We keep our 10bps rate cut unchanged for now though the 
timing is likely to be pushed back to the second half of 2026.  
 
In January-February 2026, profits of China’s industrial enterprises above 
designated size rose 15.2% YoY, rebounding by 9.9ppts from December 2025. 
The improvement was mainly driven by firmer revenue growth, easing cost 
pressures, and a recovery in investment income. 
 
Across sectors, profit growth in both mining and manufacturing improved 
notably. Mining sector profits increased 9.9% YoY, 12.6ppts higher than in 
December 2025, while manufacturing profits rose 18.9% YoY, marking a 13.9ppt 
rebound. Within manufacturing, upstream raw material producers delivered 
particularly strong earnings growth, with profits surging 67.2% YoY. Among 
them, the non-ferrous metals processing industry stood out, with profits 
jumping 148.2% YoY, largely supported by higher non-ferrous metal prices. In 
the midstream segment, equipment manufacturing profits grew 25.7% YoY, 
while electronics equipment manufacturing profits soared 203.5%, continuing 
to benefit from strong AI-related demand. 
 
Looking ahead, the recent spike in oil prices is likely to lift prices across the 
domestic petrochemical chain. That said, I suspect the bigger issue may not be 
the headline rise in prices, but the pressure from margin compression and softer 
downstream demand. Through these transmission channels, industrial 
profitability is likely to face renewed pressure in the coming months. 
 
Hong Kong’s seasonally adjusted unemployment rate eased slightly to 3.8% for 
the period December 2025 to February 2026, marking a decline of 0.1 
percentage point from the previous three‑month period. The improvement 
reflects a faster decline in the number of unemployed persons relative to the 
contraction in the overall labour force. Despite the marginal improvement in 
headline unemployment, the labour force participation rate continued to trend 
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downward, reaching a new record low of 56.5%, well below the long‑term 
average of 59.3% observed between 2016 and 2025. 
 
Looking ahead, both incoming data and industry intelligence indicate that Hong 
Kong’s unemployment rate may continue to edge lower in the coming months, 
provided that broader economic conditions remain stable and the labour 
market is not adversely affected by potential economic scarring from ongoing 
geopolitical tensions. Our full‑year forecast for the unemployment rate in 2026 
remains unchanged at 3.7%, reflecting optimism about continued labour 
market resilience. 
 
In the first two months of 2026, headline and underlying CPI (netting out the 
effect of all government's one-off relief measures) rose by fast pace of 1.5% YoY 
and 1.3% YoY respectively, compared with 1.4% YoY and 1.2% YoY in December 
2025.  
 
Oil prices have surged since end-February amid the heightened geopolitical 
tensions in the Middle East, the import price pressures for specific fuel-related 
items have increased. Oil-intensive industries, such as airline, local transport 
and utilities, respond relatively swiftly to increase in energy cost by adjusting 
fares, tariffs, and fuel surcharges. However, the broader inflation impact is 
expected to remain contained. Energy‑sensitive components represent only 
around 10% of Hong Kong’s CPI basket, limiting the degree of pass‑through to 
the overall inflation index. 
 
Earlier on, our strategy team has lift Brent forecast, primarily to account for the 
risk of prolonged shipping disruptions through the Strait of Hormuz. We now 
expect Brent to hold around USD100/bbl through mid‑year before easing 
toward USD70/bbl by 1Q27. Reflecting the implications of this revised oil price 
trajectory on imported inflation and domestic cost structures, we have raised 
our full‑year 2026 inflation projection for Hong Kong to 1.9%. 
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Key Economic News 

Facts OCBC Opinions 

▪ In January-February 2026, profits of 
China’s industrial enterprises above 
designated size rose 15.2% YoY, 
rebounding by 9.9ppts from December 
2025. 

▪ The improvement was mainly driven by firmer revenue growth, 
easing cost pressures, and a recovery in investment income. 
Over the same period, industrial revenue expanded 5.3% YoY, 
accelerating by 8.5ppts from December 2025. 

▪ Across sectors, profit growth in both mining and manufacturing 
improved notably. Mining sector profits increased 9.9% YoY, 
12.6ppts higher than in December 2025, while manufacturing 
profits rose 18.9% YoY, marking a 13.9ppt rebound. Within 
manufacturing, upstream raw material producers delivered 
particularly strong earnings growth, with profits surging 67.2% 
YoY. Among them, the non-ferrous metals processing industry 
stood out, with profits jumping 148.2% YoY, largely supported by 
higher non-ferrous metal prices. In the midstream segment, 
equipment manufacturing profits grew 25.7% YoY, while 
electronics equipment manufacturing profits soared 203.5%, 
continuing to benefit from strong AI-related demand. 

▪ Looking ahead, the recent spike in oil prices is likely to lift prices 
across the domestic petrochemical chain. That said, I suspect the 
bigger issue may not be the headline rise in prices, but the 
pressure from margin compression and softer downstream 
demand. Through these transmission channels, industrial 
profitability is likely to face renewed pressure in the coming 
months. 

▪ Hong Kong’s seasonally adjusted 
unemployment rate eased slightly to 3.8% 
for the period December 2025 to February 
2026, marking a decline of 0.1 percentage 
point from the previous three‑month 
period. The improvement reflects a faster 
decline in the number of unemployed 
persons relative to the contraction in the 
overall labour force. Despite the marginal 
improvement in headline unemployment, 
the labour force participation rate 
continued to trend downward, reaching a 
new record low of 56.5%, well below the 
long‑term average of 59.3% observed 
between 2016 and 2025. 

▪ During the period, the number of unemployed persons fell by 
3,700, bringing the total to 134,700, while the labour force 
contracted by 6,600 to 3.797 million—its lowest level since early 
2023. The drop in labour force size continues to be a key 
structural concern, reflecting demographic pressures and 
ongoing post‑pandemic shifts in labour market dynamics.  

▪ On a non‑seasonally‑adjusted basis, unemployment declined 
across most major economic sectors. The most notable 
improvement was recorded in the retail, accommodation, and 
food services sector, where the unemployment rate fell to 4.9%, 
the lowest level since the first quarter of 2025. This 
sector‑specific recovery aligns with recent signs of strengthening 
retail activity and improving consumer sentiment. 

▪ Looking ahead, both incoming data and industry intelligence 
indicate that Hong Kong’s unemployment rate may continue to 
edge lower in the coming months, provided that broader 
economic conditions remain stable and the labour market is not 
adversely affected by potential economic scarring from ongoing 
geopolitical tensions. Our full‑year forecast for the 
unemployment rate in 2026 remains unchanged at 3.7%, 
reflecting cautious optimism about continued labour market 
resilience. 

▪ Hong Kong: In the first two months of 2026, 
headline and underlying CPI (netting out the 

▪ Oil prices have surged since end-February amid the heightened 
geopolitical tensions in the Middle East, the import price 
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effect of all government's one-off relief 
measures) rose by fast pace of 1.5% YoY 
and 1.3% YoY respectively, compared with 
1.4% YoY and 1.2% YoY in December 2025.  

pressures for specific fuel-related items have increased. Oil-
intensive industries, such as airline, local transport and utilities, 
respond relatively swiftly to increase in energy cost by adjusting 
fares, tariffs, and fuel surcharges.  

▪ However, the broader inflation impact is expected to remain 
contained. Energy‑sensitive components represent only around 
10% of Hong Kong’s CPI basket, limiting the degree of 
pass‑through to the overall inflation index. Past episodes of oil 
price volatility also indicate that, despite short‑term pressures 
on specific CPI components, the aggregate inflation effect has 
typically been mild due to the basket’s composition and Hong 
Kong’s competitive and flexible pricing environment. 

▪ Earlier on, our strategy team lift Brent forecast, primarily to 
account for the risk of prolonged shipping disruptions through 
the Strait of Hormuz. We now expect Brent to hold around 
USD100/bbl through mid‑year before easing toward USD70/bbl 
by 1Q27. Reflecting the implications of this revised oil price 
trajectory on imported inflation and domestic cost structures, 
we have raised our full‑year 2026 inflation projection for Hong 
Kong to 1.9%. 
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Disclaimers  

 

This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole or in part to any other 

person without our prior written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments 

mentioned herein or to participate in any particular trading or investment strategy. Any forecast on the economy, stock market, bond market and economic trends of 

the markets provided is not necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information contained herein has been 

compiled from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in this report is not untrue or misleading 

at the time of publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it without first 

independently verifying its contents. The securities/instruments mentioned in this report may not be suitable for investment by all investors. Any opinion or estimate 

contained in this report is subject to change without notice. We have not given any consideration to and we have not made any investigation of the investment 

objectives, financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever 

is accepted for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or estimate. This 

report may cover a wide range of topics and is not intended to be a comprehensive study or to provide any recommendation or advice on personal investing or 

financial planning. Accordingly, it should not be relied on or treated as a substitute for specific advice concerning individual situations. Please seek advice from a 

financial adviser regarding the suitability of any investment product taking into account your specific investment objectives, financial situation or particular needs before 

you make a commitment to purchase the investment product. In the event that you choose not to seek advice from a financial adviser, you should consider whether 

the investment product mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (“OCBC Bank”), Bank of Singapore Limited (“BOS”), OCBC 

Investment Research Private Limited (“OIR”), OCBC Securities Private Limited (“OSPL”) and their respective related companies, their respective directors and/or 

employees (collectively “Related Persons”) may or might have in the future, interests in the investment products or the issue rs mentioned herein. Such interests include 

effecting transactions in such investment products, and providing broking, investment banking and other financial or securities related services to such issuers as well as 

other parties generally. OCBC Bank and its Related Persons may also be related to, and receive fees from, providers of such investment products. There may be conflicts 

of interest between OCBC Bank, BOS, OIR, OSPL or other members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank 

and its analyst(s) are not aware due to OCBC Bank’s Chinese Wall arrangement. This report is intended for your sole use and information . By accepting this report, you 

agree that you shall not share, communicate, distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information contained 

herein (such report, part thereof and information, “Relevant Materials”) to any person or entity (including, without limitation, any overseas office, affiliate, parent entity, 

subsidiary entity or related entity) (any such person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance o r similar. In particular, you agree not 

to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the Markets in Financial Instruments 

Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID II”), or any part thereof, as 

implemented in any jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity with any law, rule, 

regulation, guidance or similar (including, without limitation, MiFID II, as implemented in any jurisdiction). 

 

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets 

or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance. 

 

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for 

delivery of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this 

document that do not relate to the official business of OCBC Bank, BOS, OIR, OSPL and their respective connected and associated corporations shall be understood 

as neither given nor endorsed. 
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Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited  

 

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (“BOS”) and Oversea-Chinese 

Banking Corporation Limited (“OCBC Bank”) (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect or 

consequential) that may arise from, or in connection with, any use of or reliance on any information contained in or derived from this material, or any omission from this 

material, other than where such loss is caused solely by BOS’ or OCBC Bank’s wilful default or gross negligence. 

 

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it to you. 

 

For BOS clients in the United Kingdom: 

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not constitute investment advice, 

a personal recommendation, or an offer or solicitation to buy or sell any financial instruments. Any payments or non-monetary benefits received or paid will be fully 

disclosed in accordance with applicable regulations, promptly and transparently, and will not influence the advice or services offered to you. If you would like more 

information about any inducements received, please contact your Relationship Manager. 

 

Cross Border Disclaimer and Disclosures 

Please refer to https://www.bankofsingapore.com/Disclaimers_and_Disclosures.html for cross-border marketing disclaimers and disclosures. 

 


