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China’s economy showed broad-based moderation in July, with slumping 
property sales and the fading boost from the trade-in scheme dragging on 
consumption, while weakening exports delivery value and the anti-involution 
campaign are set to weigh on manufacturing output and investment. New and 
second-hand housing sales further contracted, with weakness most pronounced 
in first-tier cities. Retail sales and industrial output both softened. FAI saw its first 
YoY decline since Nov 2021, dragged down by contracting property development, 
manufacturing and infrastructure investment. The economic slowdown increases 
the possibility of additional demand stimulus in 4Q25. We expect a further 10 bps 
LPR cut and 50 bps RRR cut and expanding fiscal support to households and 
consumers. 

 Property sector remained its deep contraction. The decline of gross floor 
area (GFA) sold for commercial building dropped to -4% in 7M25 from -3.5% 
in June according to NBS, while residence GFA further dropped to -4.1% in 
July to 432 million m2 in 7M25 from -3.7%. Contraction of residential housing 
start narrowed to -18.3% in 7M25 at 259 million m2, back to the level in 2003-
04. For new housing sales according to market data in first half of Aug, YoY 
sales in 30 major cities rebounded to -11.9% compared to -20.6% in July. 
Tier-1 cities further softened to -31.4%, the biggest drop since Sep 2024, 
while tier-2 and 3 cities showed narrowed declines. The sales recovery rate 
edged down to 35.9% in first half of Aug from 36.8% compared to 2018 and 
19, close to the historic bottom at 37.1% in Sep 2024. Second-hand housing 
sales also mildly recovered, as YoY growth of 11 selective cities bounced up 
to -2.2% in first half of Aug from -8.8% in July. New and second-hand housing 
prices dipped further across all city tiers in July due to the weakening demand. 
The softening property market pointed to moderating consumer demand in 
2H25, as we might see notable slowdown in housing-related durable goods 
sales. 

 Retail sales further softened with trade-in scheme running out of steam. 
Retail sales growth moderated to 3.7% in July from 4.8% in June, missing 
market consensus of 4.9%. Durables under the trade-in scheme recorded a 
marked slowdown, led by autos, which fell to -1.5% in July from 4.6% in June 
— the first monthly contraction since August 2024. Home appliance, cultural 
& office products and furniture eased to 28.7%, 13.8% and 20.6% in July from 
32.4%, 24.4% and 28.7%. By contrast, telecom equipment remained firm, 
edging up from 13.9% to 14.9%, supported by its later inclusion in the scheme 
in early 2025. Catering service remained subdued at 1.1% in July, while 
rumours suggested possible loosening on stringent wining and dining ban for 
government employees. We have seen a notable slowdown in the second 
half of the year as the strong recovery driven by the expansion of trade-in 
schemes appears to have pulled forward future demand. Looking forward, 
retail sales may moderate to 3.8% in 2H25 from 5% in 1H25, bringing full-
year growth to around 4.5%.  

 FAI saw the first monthly contraction since 4Q21. Total FAI growth 
dropped to 1.6% in 7M25 from 2.8% in 6M25, notably missing market 
expectations of 2.7%, while its monthly YoY dropped to -5.2% in July from 
0.5%, the first contraction since Nov 2021. The moderation was broad-based 
as a more moderate fiscal expansion in 2H relative to 2024 and the 
government’s anti-involution competition campaign weighed on infrastructure 
and manufacturing investment. Manufacturing FAI dropped to -0.3% in July 
from 5.1%. Sectors including chemical products, non-ferrous metals smelting 
& pressing, general & special equip, auto and computer & electronics saw 
notable moderation. Infrastructure FAI also declined to -1.9% in July from 
5.3%. Property development investment further contracted to -17.2% in July 
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from -12.9%, as housing market remained over-supply. Looking forward, FAI 
growth might mildly moderate from 3.2% in 2024 to 2% in 2025 due to 
contracting property development investment and moderating manufacturing 
and infrastructure investment. Manufacturing and infrastructure investment 
growth is likely to fall from 9.2% and 9.2% in 2024 to 6.8% and 7.5% in 2025.  

 Industrial output moderated. VAIO growth eased to 5.7% in July form 6.8%, 
slightly below market consensus of 5.8%. Mining moderated to 5% in July 
from 6.1% while public utility picked up to 3.3% from 1.8%. VAIO of 
manufacturing dropped to 6.2% from 7.4% as some enterprises scaled back 
production. Textile, rubber & plastic product, non-ferrous metal smelting & 
pressing, metal product and auto notably slowed down, while ferrous metal, 
general purpose equipment, other transport equipment picked up. Industrial 
export delivery value notably moderated, even as export value of goods per 
customs data rebounded—reflecting the deployment of inventory to fulfill 
orders and muted expectations for future demand. Growth of service output 
index edged down to 5.8% in July from 6%. Looking forward, industrial output 
may continue to decelerate due to the headwinds from exports, demand 
overdraft from trade-in subsidy and pressure from the anti-involution policy. 

 The weakening economic activities increase the possibility for 
additional demand-side stimulus. Easing property sales and the fading 
boost from the trade-in scheme indicate moderating consumption, while 
weakening exports and the anti-involution campaign are set to weigh on 
manufacturing output and investment. Beyond supply-side structural reform, 
China should also adopt demand-side stimulus. Otherwise, the double 
pressure of margin erosion and output cuts will place further strain on firms. 
China might ramp up policy support in 4Q25, as we expect a further 10 bps 
LPR cut and 50 bps RRR cut and direct fiscal support to households and 
consumers.   
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Figure 1: China’s economic indicators 

  
Source: Wind, CMBIGM estimates 

 
Figure 2: Property sales growth 

 

Source: Wind, CMBIGM 

Figure 3: Recovery rates compared to 2018-2019 

 

Source: Wind, CMBIGM 

 
Figure 4: New housing sales recovery rates 

compared to 2018-2019 in 30 cities 

 

Source: Wind, CMBIGM 

Figure 5: Recovery rate of second-hand housing sales 

compared to 2019 in 11 selective cities 

 

Source: Wind, CMBIGM 
Note: The 11 cities include Beijing, Shenzhen, Hangzhou, Nanjing, 

Chengdu, Qingdao, Suzhou, Xiamen, Wuxi, Dongguan and Foshan 
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Figure 6: Retail sales of staples 

 

Source: Wind, CMBIGM 

Figure 7: Retail sales of auto & electronics 

 

Source: Wind, CMBIGM 

 
Figure 8: Home appliance & furniture retail sales 

 

Source: Wind, CMBIGM 
 

Figure 9: Retail sales related to outgoing activities 

 

Source: Wind, CMBIGM 

Figure 10: Consumer confidence 

 

Source: Wind, CMBIGM 

Figure 11: Urban unemployment rate & housing rent    

 

Source: Wind, CMBIGM 

(15)

(10)

(5)

0

5

10

15

20

25

30

35

40

2020 2021 2022 2023 2024 2025

Food Beverage

Alcohol & tobacco product Medicine

YoY(%,2Y CAGR for 2021 and 2023 Mar-Dec)

(50)

(40)

(30)

(20)

(10)

0

10

20

30

40

50

2020 2021 2022 2023 2024 2025

Auto Cultural & office products Telecom equip

YoY(%,2Y CAGR for 2021 and 2023 Mar-Dec)

(40)

(30)

(20)

(10)

0

10

20

30

40

50

60

2019 2020 2021 2022 2023 2024 2025

Home appliance

Construction & decoration materials

Furniture

YoY(%,2Y CAGR for 2021 and 2023 Mar-Dec)

(50)

(40)

(30)

(20)

(10)

0

10

20

30

2019 2020 2021 2022 2023 2024 2025

Cosmetics Clothing

Petroleum product Catering service

YoY(%,2Y CAGR for 2021 and 2023 Mar-Dec)

85

90

95

100

105

110

115

120

125

30

32

34

36

38

40

42

44

46

2017 2018 2019 2020 2021 2022 2023 2024 2025

Household saving rate (LHS) Consumer Confidence (RHS)

(YTD,%) (index)

(2)

(1)

0

1

2

3

4.5

5.0

5.5

6.0

6.5

2
0
1
8

2
0
1
9

2
0
2
0

2
0
2
1

2
0
2
2

2
0
2
3

2
0
2
4

2
0
2
5

Urban surveyed unemployment rate (LHS)

Housing rent growth (RHS)

(%) YoY(%)



 

 

18 Aug 2025 

   

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5 

Figure 12: VAIO in textile & chemical products 

 

Source: Wind, CMBIGM 

Figure 13:VAIO in mineral & metal products 

 

Source: Wind, CMBIGM 

 

Figure 14: VAIO in equipment 

 

Source: Wind, CMBIGM 

 

Figure 15: Output in energy and electricity 

 

Source: Wind, CMBIGM 

 
Figure 16: Output in steel & construction material 

 

Source: Wind, CMBIGM 

Figure 17: Output in capital goods 

 

Source: Wind, CMBIGM 
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Figure 18:Output in auto, computer & smartphone 

 

Source: Wind, CMBIGM 

Figure 19: FAI by sector 

 

Source: Wind, CMBIGM 

 

Figure 20: FAI in agriculture & local infrastructure 

 

Source: Wind, CMBIGM 

 

Figure 21: FAI in central infrastructure & mining 

 

Source: Wind, CMBIGM 

 

Figure 22: FAI in chemical products 

 

Source: Wind, CMBIGM 
 
 

 

 

Figure 23: FAI in equipment 

 

Source: Wind, CMBIGM 
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Figure 24: Economic activity & A-share index 

 

Source: Wind, CMBIGM 
 
 

Figure 26: Subway passenger flow in tier-1 cities  

 

Source: Wind, CMBIGM 
 
 

 
 

Figure 25: Used vehicle sales in Shanghai market 

 

Source: Wind, CMBIGM 
 
 

Figure 27: MSCI China and commodity prices 

 

Source: Wind, CMBIGM 

 
 
 
 

3000

3500

4000

4500

5000

5500

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

2020 2021 2022 2023 2024 2025

High Frequency Economic Activity Index (LHS)

CSI 300 index (RHS)

(index)(2019=1)

0

5

10

15

20

25

30

35

40

45

Daily subway passenger flow in tier-1 cities

(million)

55

65

75

85

95

105

115

125

(90)

410

910

1410

1910

2410

2910

3410

2019 2020 2021 2022 2023 2024 2025

Sales volume (LHS) ASP (RHS)

(Rmb th)(number)

5.5

6.0

6.5

7.0

7.5

2

3

4

5

2
0
0
5

2
0
0
6

2
0
0
7

2
0
0
8

2
0
0
9

2
0
1
0

2
0
1
1

2
0
1
2

2
0
1
3

2
0
1
4

2
0
1
5

2
0
1
6

2
0
1
7

2
0
1
8

2
0
1
9

2
0
2
0

2
0
2
1

2
0
2
2

2
0
2
3

2
0
2
4

2
0
2
5

MSCI China index (LHS)

CRB industrial index (RHS)

CRB metal index (RHS)

(natural logarithm of 
index)

(natural logarithm of 
index)



 

 

18 Aug 2025 

   

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 8 

 

Disclosures & Disclaimers  
 

Analyst Certification 
The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities or issuer 
that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities or issuer; and (2) 
no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst in this report. 
Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities and Futures 
Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue of this report; (2) will 
deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve as an officer of any of the Hong 
Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies covered in this report.  

 
CMBIGM Ratings 
BUY : Stock with potential return of over 15% over next 12 months 
HOLD : Stock with potential return of +15% to -10% over next 12 months 
SELL : Stock with potential loss of over 10% over next 12 months 
NOT RATED : Stock is not rated by CMBIGM 

 
OUTPERFORM                    : Industry expected to outperform the relevant broad market benchmark over next 12 months 
MARKET-PERFORM            : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months 
UNDERPERFORM                : Industry expected to underperform the relevant broad market benchmark over next 12 months 

CMB International Global Markets Limited 
Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888   Fax: (852) 3900 0800 

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned 
subsidiary of China Merchants Bank) 

Important Disclosures 
There are risks involved in transacting in any securities.  The information contained in this report may not be suitable for the purposes of all investors.  CMBIGM 
does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position 
or special requirements.  Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the 
report.  The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the 
performance of underlying assets or other variable market factors.  CMBIGM recommends that investors should independently evaluate particular investments 
and strategies, and encourages investors to consult with a professional financial advisor in order to make their own investment decisions. 
This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM 
or its affiliate(s) to whom it is distributed.  This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in 
securities or enter into any transaction.  Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be 
liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the inform ation contained in this report.  Anyone 
making use of the information contained in this report does so entirely at their own risk.  
The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. 
CMBIGM has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides 
the information, advices and forecasts on an "AS IS" basis.  The information and contents are subject to change without notice. CMBIGM may issue other 
publications having information and/ or conclusions different from this report.  These publications reflect different assumpt ion, point-of-view and analytical 
methods when compiling. CMBIGM may make investment decisions or take proprietary positions that are inconsistent with the recommendations or views in 
this report. 
CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or 
on behalf of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with 
the companies in this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report 
and CMBIGM will not assume any responsibility in respect thereof. This report is for the use of intended recipients only and this public ation, may not be 
reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written consent of CMBIGM. 
Additional information on recommended securities is available upon request. 
  
For recipients of this document in the United Kingdom 
This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 
(as amended from time to time)(“The Order”) or (II) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, 
etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIGM.  
 
For recipients of this document in the United States 
CMBIGM is not a registered broker-dealer in the United States.  As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports 
and the independence of research analysts.  The research analyst who is primary responsible for the content of this research report is not registered or qualified 
as a research analyst with the Financial Industry Regulatory Authority (“FINRA”).  The analyst is not subject to applicable restrictions under FINRA Rules 
intended to ensure that the analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is 
intended for distribution in the United States solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 
1934, as amended, and may not be furnished to any other person in the United States. Each major US institutional investor that receives a copy of this report 
by its acceptance hereof represents and agrees that it shall not distribute or provide this report to any other person. Any U.S. recipient of this report wishing to 
effect any transaction to buy or sell securities based on the information provided in this report should do so only through a U.S.-registered broker-dealer.  
 
For recipients of this document in Singapore 
This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined 
in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distri bute reports produced by its 
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulat ions. 
Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities 
and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. 
Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising from, or in connection with the report. 
 

 

 


