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China Politburo: Steady support now, scope for more
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¢ No new stimulus, but China has delivered a more proactive
tone on countercyclical measures and incremental support

¢ Amid rising trade tensions, policymakers signal balanced
trade and stronger services to support outbound investment

¢ Consumption supports shifts to services, with welfare and
livelihood measures supporting more sustainable demand

China data review (July 2026)"

¢ Retail sales rose 0.6% y-o-y in July (down from +1.0% in June), as auto sales
fell 17% y-o-y, weighing on overall growth. The weakness likely reflects payback
from earlier trade-in programs and revisions to EV purchase tax exemptions that
reduced demand. Communication appliance sales outperformed, rising 20%
y-0-y, partly driven by price increases linked to Al-related demand.

¢ Industrial Production grew 4.5% y-o-y in July, led by high-tech manufacturing
(+16.9% y-0-y vs +14.1% in June) on Al-driven demand and the domestic
innovation push. Export-oriented sectors also outperformed but weakness in
consumer-facing industries and construction-linked materials persisted. Coal
mining output also weakened sharply, falling 10.8% y-o-y in July.

o Fixed Asset Investment fell 12.9% y-o-y in July. Manufacturing investment
declined 4.4% y-o-y amidst oil-driven cost pressure and muted pricing power
among some consumer-facing sectors. Infrastructure investment remained weak
(-14.7% y-o-y), partly affected by extreme weather, while property investment
plunged 27% despite modest sales improvement in larger cities.

¢ Headline CPI eased to 0.5% y-0-y in July (from 1.0% in June), driven by softer
vehicle fuel prices (+0.8% y-0-y). Durables inflation was mixed: communication
appliance prices rose on Al-related cost pass through, while other big-ticket
items remained under pressure. PPl moderated to 3.5% y-o0-y (from 4.1%), led
by oil-linked sectors tracking lower Brent prices.

e  Exports rose 23.9% y-o-y in July led by green technology items and
semiconductors. ASEAN exports increased by c38% y-0-y on regional Al-supply
chain collaboration, while exports to the US grew 17% y-o-y from a low base.
Imports stayed strong, rising 27.5% y-o-y, supported by Al-related demand,
domestic industrial upgrading and commodity imports.
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Counter-cyclical support is
back on the agenda

Faster fiscal rollout and
targeted liquidity support

Fiscal support to back power,
water, computing and more

Policy pivot towards services
and FDI

Consumption focus shifts to
services

Unified market push to curb
involution, build confidence
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China Politburo: Steady support now, scope for more

On 30 July, policymakers reviewed the H1 economic performance and set out key economic
and policy priorities for H2.

Shifting growth model; more counter-cyclical focus

Policymakers broadly maintained the current policy stance, reiterating “proactive” fiscal policy
and a “moderately loose” monetary policy, while noting the economy is increasingly led by new
growth drivers. They also flagged continued headwinds and revived calls to “strengthen
counter-cyclical” support — wording that was not used during the April meeting — reflecting
softer domestic momentum. Exports have helped cushion growth, but pressure for additional
policy support is building.

Fiscal policy takes the lead; further support remains possible

The Politburo called for faster spending and greater bond utilisation, starting with the
deployment of existing annual quotas. Issuance has lagged versus last year: Special Local
Government Bond (SLGB) issuance is 55% year-to-date (Wind) compared with 63% over Jan-
July last year, while refinancing bond issuance has reached 84% of the annual quota —
highlighting local fiscal constraints and a tilt towards refinancing over new investment.

Meanwhile, the stance around monetary policy suggests less urgency for broad interest rate
cuts or reserve requirement ratio (RRR) cuts. Support is more likely via targeted structural
tools and liquidity operations (e.g., Open Market Operations and treasury bond purchases).

Infrastructure push via the “six networks”

Accelerated fiscal spending is expected to support investment in the “six networks” — power,
water, computing, information and communications technology, urban infrastructure, and
logistics — which was also part of the 15th Five-Year Plan. The National Development and
Reform Commission (NDRC) has cited over RMB7trn of investment this year (Xinhua, 25 May),
though detailed plans are yet to be unveiled. A stronger infrastructure push should provide
counter-cyclical support needed to lift domestic demand.

Trade rebalancing to ease external tensions

While exports remain a key growth pillar, trade friction persists, including EU tensions and new
US restrictions (e.g., on power inverters and robotics imports). The Politburo’s call for “mutually
beneficial international trade” points to a rebalancing towards services and FDI. Stronger
innovation capacity is supporting inbound high-tech investment (high-tech FDI +33.2% y-o0-y in
H1), and continued emphasis on attracting foreign capital may help stabilise external linkages.

Consumption: services-led in the near-term; livelihood support in the medium-term

Policy continues to prioritise domestic consumption, with a focus on services and human-
capital investment, consistent with the 15th Five-Year Plan (e.g., tourism, healthcare, sport,
elderly care, childcare). This suggests support may be more targeted at services than durable
goods (e.g., trade-in programmes) where policy support appears to be fading after earlier front-
loading.

Livelihood measures are expected to target key groups — gig worker protections, support for
rural elderly, and vocational training. Over the medium term, reforms expanding access to public
services based on permanent residence could reduce precautionary savings among ~170
million migrant workers, unlocking consumption potential.

A unified national market remains a priority

Policymakers reiterated plans to advance the “Regulation on Building a Unified National Market”
to place local government actions on a more rules-based footing. Green objectives are also
being strengthened (e.g., broader carbon market coverage and efficiency upgrades), alongside
sector-specific measures aimed at curbing “involution”, particularly in new energy (e.g., EV tax
incentives, export VAT rebates, and taxes on batteries/solar panels).
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Addressing local protectionism and persistent “triangular debts” in corporate payment chains
remain critical to restoring cashflow transmission and improving business confidence.
Externally, tackling “involution” may also help reduce trade tensions.

Key upcoming China economic data

Date Indicator Prior
20 Aug Loan Prime Rate 1Y 3.00%
20 Aug Loan Prime Rate 5Y 3.50%
31 Aug NBS Manufacturing PMI 492

1 Sep RatingDog Manufacturing PMI 50.9
Final
3 Sep RatingDog Services PMI 504
8 Sep Exports y-0-y 23.9%
8 Sep Imports y-0-y 27.5%
9Sep Producer Price Index (PPI) y-0-y 3.5%
9 Sep Consumer Price Index (CPI) y-0-y 0.5%
15 Sep Retail Sales y-0-y 0.6%

Source: LSEG Eikon

Performance of key A-share indexes*
Current  Yearto-  Last1yr

Date
Shanghai Composite 3,990 0.35% 7.73%
Shenzhen Composite 2,635 4.12% 12.57%
CSI300 4,741 2.40% 12.82%

* Past performance is not an indication of future returns
Source: LSEG Eikon. As of 18 August 2026, market close
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Disclosure appendix

Important disclosures

This document is for information purposes only and it should not be regarded as an offer to sell or as a solicitation of an offer to
buy the securities or other investment products mentioned in it and/or to participate in any trading strategy. Information in this
document is general and should not be construed as personal advice, given it has been prepared without taking account of the
objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on it, consider the
appropriateness of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional
investment and tax advice.

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may
not be suitable for all types of investors. Investors should consult with their HSBC representative regarding the suitability of the
investment products mentioned in this document and take into account their specific investment objectives, financial situation or
particular needs before making a commitment to purchase investment products.

The value of and the income produced by the investment products mentioned in this document may fluctuate, so that an investor
may get back less than originally invested. Certain high-volatility investments can be subject to sudden and large falls in value
that could equal or exceed the amount invested. Value and income from investment products may be adversely affected by
exchange rates, interest rates, or other factors. Past performance of a particular investment product is not indicative of future
results.

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments (including derivatives) of
companies covered in HSBC Research on a principal or agency basis.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

HSBC may use Atrtificial Intelligence (Al) tools approved for adoption within HSBC in the development of its research reports,
utilizing these technologies to analyse large volumes of data, enhance efficiency and improve the overall user experience. This
includes but is not limited to paraphrasing, developing suitable captions and supporting data visualisation. It is important to note
that while Al tools assist in various aspects of report creation, all investment recommendations and opinions presented herein are
formulated and approved exclusively by our research analysts. The final content of the report reflects the professional judgement
and expertise of our research analysts, ensuring compliance with regulatory standards and maintaining the integrity of our
research process.

Additional disclosures
1 This report is dated as at 18 August 2026.

2 All market data included in this report are dated as at close 17 August 2026, unless a different date and/or a specific time
of day is indicated in the report.

3  HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4 You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.
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for any loss, damage or other consequences of any kind that you may incur or suffer as a result of, arising from or relating to your use of or reliance on this document. HBAP and the Distributors
give no guarantee, representation or warranty as to the accuracy, timeliness or completeness of this document. This document is not investment advice or recommendation nor is it intended to
sell investments or services or solicit purchases or subscriptions for them. You should not use or rely on this document in making any investment decision. HBAP and the Distributors are not
responsible for such use or reliance by you. You should consult your professional advisor in your jurisdiction if you have any questions regarding the contents of this document. You should not
reproduce or further distribute the contents of this document to any person or entity, whether in whole or in part, for any purpose. This document may not be distributed to any jurisdiction where its
distribution is unlawful.

The following statement is only applicable to HSBC Bank (Taiwan) Limited with regard to how the publication is distributed to its customers: HSBC Bank (Taiwan) Limited (“the Bank”) shall fuffill
the fiduciary duty act as a reasonable person once in exercising offering/conducting ordinary care in offering trust services/business. However, the Bank disclaims any guaranty on the management
or operation performance of the trust business.

The following statement is only applicable to by HSBC Bank Australia with regard to how the publication is distributed to its customers: This document is distributed by HSBC Bank Australia Limited
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Important information on sustainable investing

“Sustainable investments” include investment approaches or instruments which consider environmental, social, governance and/or other sustainability factors (collectively, “sustainability”) to
varying degrees. Certain instruments we include within this category may be in the process of changing to deliver sustainability outcomes.

There is no guarantee that sustainable investments will produce returns similar to those which don’t consider these factors. Sustainable investments may diverge from traditional market benchmarks.
In addition, there is no standard definition of, or measurement criteria for sustainable investments, or the impact of sustainable investments (“sustainability impact”). Sustainable investment and
sustainability impact measurement criteria are (a) highly subjective and (b) may vary significantly across and within sectors.

HSBC may rely on measurement criteria devised and/or reported by third party providers or issuers. HSBC does not always conduct its own specific due diligence in relation to measurement
criteria. There is no guarantee: (a) that the nature of the sustainability impact or measurement criteria of an investment will be aligned with any particular investor’s sustainability goals; or (b) that
the stated level or target level of sustainability impact will be achieved.

Sustainable investing is an evolving area and new regulations may come into effect which may affect how an investment is categorised or labelled. An investment which is considered to fulfil
sustainable criteria today may not meet those criteria at some point in the future.
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