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Global GDP Forecasts: GS vs Consensus

Real GDP Growth: Annual Average

2025 2026 2027 Potential

Actual* GS Consensus GS Consensus GS

us 2.1 2.2 2.2 2.2 2.1 2.3
Euro Area 1.3 0.9 0.9 1.1 1.3 1.0
Germany 0.3 0.9 1.0 1.0 1.1 0.5
France 0.9 0.4 0.5 0.7 0.9 1.0
Italy 0.7 0.9 0.9 0.7 0.8 0.8
Spain 2.8 2.6 2.6 1.9 2.0 1.9
Japan 1.2 0.9 0.8 1.2 0.8 0.6
UK 1.3 14 1.2 1.4 1.2 14
Canada 1.9 0.9 1.0 1.9 1.7 1.5
Australia 2.0 1.9 1.9 1.8 1.7 2.4

EMs

China 4.9 4.5 4.6 4.6 4.4 4.5
India 7.3 7.6 7.3 7.3 6.9 6.6
Brazil 2.3 2.0 2.0 1.2 1.7 2.1
South Korea 1.1 3.2 3.4 2.5 2.5 2.4
Mexico 0.5 1.4 1.4 1.8 1.8 2.2
World 2.8 2.6 2.6 2.7 2.T 2.7

“55 estimate whers actusl fullyear data s not yet available.
Mote: Globsl GOP growth rates aggregated using market exchangs rates.

Source: Bloomberg, Goldman Sachs Global Investment Research
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Key China Macro Views

e Growth:

o We expect real GDP to grow 4.5% in 2026, at the lower bound of the government’s
4.5-5.0% target range.

o The property market has not bottomed, but the drag to GDP growth should lessen.

o Although household consumption may stay weak in 2026, we expect government
consumption growth to increase to offset such weakness.

o Our forecast for the 2026 current account surplus is 3.5% of GDP, and we expect it
to continue to rise in 2027 and 2028.

e Inflation:

o China’s reflation process will be driven by cost-push inflation (higher energy prices)
and the government’s “anti-involution” efforts to curb excessive price-cutting, which
should help lift PPI inflation from -2.6% in 2025 to +2.0% in 2026.

o We expect headline CPI inflation to increase from 0% in 2025 to 1.0% in 2026.

* Policy:

o We expect policy rate to remain unchanged, and USDCNY to reach 6.40 in 12
months (6.70 by end-2026). We see a downside risk to our 2026 augmented fiscal
deficit forecast of 11.5% of GDP, given delayed easing this year.

o China’s 151" FYP continues to prioritize manufacturing, technology, and security.

Source: Goldman Sachs Global Investment Research
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GS China Forecasts for 2026

2019 2020 2021 2022 2023 2024 2025 2026F
GDP % yoy 6.1 23 8.6 31 5.4 5.0 5.0 4.5
Domestic Demand pp 54 1.7 6.9 25 6.0 3.4 3.4 3.3
Consumption % yoy 6.3 -0.2 9.4 2.7 8.2 4.0 4.6 4.4
Household Consumption % yoy 6.1 -1.9 121 1.6 8.7 5.2 4.3 4.0
Government Consumption % yoy 6.9 3.8 3.5 5.2 71 1.3 5.2 5.5
Gross Fixed Capital Formation % yoy 5.5 3.6 25 3.5 4.5 2.3 1.2 20
Net Exports pp 0.7 0.7 1.7 0.5 -0.6 1.5 1.6 1.2
Exports of Goods (nominal USD) % yoy 0.5 3.6 29.6 5.6 -4.7 5.8 54 19.4
Imports of Goods (nominal USD) % yoy -2.7 -1.0 30.6 0.7 -5.5 1.0 0.3 27.1
Inflation
CPI % yoy 29 25 0.9 2.0 0.2 0.2 0.0 1.0
Core CPI % yoy 1.6 0.8 0.8 0.9 0.7 0.5 0.8 1.1
PPI % yoy -0.3 -1.8 8.0 4.1 -3.0 -2.2 -2.6 2.0
Other
Current Account Balance % GDP 0.6 1.5 1.6 2.2 1.4 2.4 3.7 3.5
USDCNY (eop) level 6.97 6.54 6.37 6.95 7.09 7.30 7.00 6.70
OMO 7-Day Repo Rate (eop) % 2.50 2.20 2.20 2.00 1.80 1.50 1.40 1.40
TSF Stock Growth (eop) % 10.7 13.3 10.3 9.6 9.5 8.0 8.3 7.2
Augmented Fiscal Deficit % GDP 1.7 16.6 11.2 12.3 11.3 10.6 11.0 11.5

Source: Haver Analytics, Wind, Goldman Sachs Global Investment Research
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The Production-Consumption Gap is Widening

Percent yoy Percent yoy Parcent Fercent
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Source: CEIC, Goldman Sachs Global Investment Research
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This Divergence is also Evident within Industrial Production and

Retail Sales

Index (2019=100)
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Source: NBS, CEIC, Goldman Sachs Global Investment Research
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Property Markets: Where to Go Now?

Index (Jan 2026 =100}
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Source: Haver Analytics, Goldman Sachs Global Investment Research
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Implications of China’s Economic Transformation

Percent, yoy Percent, yoy Person/mn RMB Person/mn RMB
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Source: NBS, Haver Analytics, Goldman Sachs Global Investment Research
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Growth Target Dilemma

Percent change, annualized Percent change, annualized
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Source: Haver Analytics, Goldman Sachs Global Investment Research
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Our China GDP Nowcasting Model Shows 4.2% yoy Q3 Real GDP Growth
as of First Week of October

Percent, yoy Percent, yoy
2.5 2.5
4
i
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Note: Bloomberg consensus (ECFC) for 2026Q3 GDP is as of September 30, 2026; for other quarters, the ECFC consensus is as of the 10th calendar day after quarter-end.

Source: Bloomberg, NBS, Goldman Sachs Global Investment Research
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Recent Policy Signals Point to Modest, Incremental Easing to Secure the

Full-Year Growth Target

% of full-year quota

120 . . 120
Cumulative government bond net issuance across years

% of full-year quota

100 2018-19 average 100

2023

80 2024 80
— 2025

60 — 2026 60

40 40

20 20
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Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

China real GDP growth forecast

New Previous New Previous
YoY% YoY% QoQ%, SAAR QoQ%, SAAR
2023 54 5.4
2024 5.0 5.0
2025 5.0 5.0
2026 4.5 4.6
2027 4.6 4.7
2025 Q1 5.4 5.4 4.5 4.5
Q2 5.2 5.2 4.9 4.9
Q3 4.8 4.8 4.5 45
Q4 4.5 4.5 4.5 4.5
2026 a1 5.0 5.0 5.3 53
Q2 4.3 4.3 3.6 36
Q3 4.4 4.6 4.0 5.0
Q4 4.4 4.6 4.5 4.5

Note: Government bond net issuance includes central and local government bonds. Local government refinancing bond issuance for debt resolution is not included.

Source: Wind, CEIC, Goldman Sachs Global Investment Research
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Al-Related Products Have Driven Much of the Recent Nominal Export
Strength, Alongside Rising Shipments to Al-Hardware Producers

Contribution to China Nominal Export Growth (YoY)

Percent change, Percant change, Percentage FPercentage

annualized By Products annualized point By Destination point
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Source: Haver Analytics, CEIC, Goldman Sachs Global Investment Research
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But Al’'s Boost Has Come Through Prices, Not Volumes — Driving Two-
thirds of Recent Export Price Growth

Percant change, Percent change, Percentage Percentage
year ago Al-related Exports year ago point Contribution to Export Price (Yo, in USD) point
140 - - 40 20 4 - 20
—_— Price
120 - = Volume r -120 15 4 - 15
100 + - 100 10
80 1 - 80 5
60 - - 60 0
40 1 - 40 5
20 1 -20 10+
04 0 5] ™ Total
Other products
—ap - L o0 20 - Chemicals and related products L 20
E  Al-related
40 T T T T T —-40 25 T T T T T T T —25
2016 2018 2020 2022 2024 2026 2019 2020 2021 2022 2023 2024 2025 2028

Mote: Volume refers to unit counts and is not quality-adjusted.
Prices are in USD terms.

Source: Haver Analytics, CEIC, Goldman Sachs Global Investment Research
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Al-Related Nominal Exports Are Mostly Non-Ordinary Trade, With
Limited Value Added and Trade-Balance Impact

Share of China's Al-related exports®

Percent By Trade Method Percent USD Billion Trade Balance (Rolling 12m) UsD Billion
100 - - 100 1500 - - 1500
Special Customs Supervision Zones — Al-related
Processing trade 1250 4 = Non Al-related L 1250
gy - HEE Ordinary trade - B0
1000 4 - 1000
60 - 60 790 4 - 750
200 - 500
9 (40 250 - 250
o o
2‘] =
250 T —~ | 50
0 =500 4 . . . . . =500
2017 2019 2021 2023 2025 2016 2018 2020 2022 2024 2026

*&l-related exports include semiconductors, printed circuits, storage and
processing units, and computer parts.

Source: China Customs, Haver Analytics, Goldman Sachs Global Investment Research
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Real Export Growth Remains Concentrated in High-tech Manufacturing
Products, Not Al, with Most Shipments Going to ASEAN and the EU

Percent change,  Contribution to China Export Volume  Percent change, Percentage Contribution to Nominal Export Growth Percentage
annualized By Products annualized point (oY) By Destination (2025) point
G -
— Export Volume Mon-EV vehicles Electrical equipment and machinery (ex
30 H mmm Al-related g Other elec equipment - 30 semiconductors)
New three* /machinery 5 - \iehicles - 5
Old three*™ P Chemicals and related products
M0 mm Cthers - o0
4 4 - 4
10 -0 34 -3
[ | 2 -2
0 1 = -0
14 -1
10 4 - 10 I I I I
S BEE NN NN NN RN RN NEN S
2022 2023 2024 2025 2026 ASEAN  EU Africa  India  Middle Japan, LATAM ANZ
East Korea,
*Mew three refers to solar modules, batteries, and EVs. Taiwan

**0ld three refers to clothes, furniture, and home appliances.

Source: Haver Analytics, CEIC, Goldman Sachs Global Investment Research
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Prices Drove Most of the Rise in Nominal Imports; Import Volume Was
Lifted by Gold But Dragged Down by Energy

Percent change, ) . Percant change, Percent change, Percent change,
year ago Mominal Imports Breakdown By Volume and Price year ago annualized : Contribution to China Import Volume arualiced
40 - 40 o5 - - 25
_— TDFﬂl — |mport Volume Fuels
30 4 Price L 30 20 Em Alrelated Cther elec equipment - 20
B \olume Gold /machinery
15 BN Cther 3
- 20
10
-0
-10
T T T T T T T =20 -15 -15
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Source: Haver Analytics, Goldman Sachs Global Investment Research
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Ex-Gold Trade Balance Continued to Grow; Our Real Export Growth

Forecast Remains Constructive

LISD Billion
1400
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Source: Haver Analytics, Goldman Sachs Global Investment Research
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China’s Current Account Surplus Is Set to Rise Further; Exporters’ FX
Conversion Ratio Increased in Recent Months

Percent
10 5

China Current Account Surplus as Share of:

= China GOP {left} r
— World GOP (right) r;

Percent
— 1.0

0.8

0.6

- 0.4

0.2

0.0

o | I I I I I T

2000 2004 2008

MNote: Dashed lines indicate GS forecasts.

2012 2016 2020 2024 2028

Note: The line in the RHS chart shows a six-month moving average of FX conversion ratio.

Source: Haver Analytics, CEIC, Goldman Sachs Global Investment Research
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USD/CNY Fixing Continued to Decline

USD/CNY fixing
7.25

US payroll revision
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6.95

USD/CNY fixing has been falling by around 9-10 pips per

6.90 working day on average amid May-Nov 2025
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Source: Bloomberg, Goldman Sachs Global Investment Research
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RMB Appreciation Has Occurred Alongside Export Market Share
Gains When Initial Competitiveness Has Been Strong

Index, 2019=100

Index, 2019=100
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Source: Haver Analytics, Goldman Sachs Global Investment Research
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For China to “Catch Up” to US Market-Value GDP in the Coming Few
Decades, CNY Appreciation Will Likely Be Required

Ratio Ratio
0ag W'l Sensitivity Analysis of China-US GDP "catch-up”
China GDP as share of US (current prices, market exchange rates)
0.8 0.8
China annual nominal growth rate (percent)
07 07
3

0.6 0.6 a

Wl never never never 2120 2057 2045
0.5 0.5 =

= never never 2120 2067 2045 2038
0.4 0.4 5

g never 2120 2057 2045 2038 2036
0.3 0.3

E 2120 2057 2045 2039 2036 2034
0.z 0.2

:: 2057 2045 2039 2036 2034 2033
0.1 0.1 =

w 2045 2038 2036 2034 2033 2032
0 0 g
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 < 2039 2036 2034 2033 2032 2031

Uses official GDP data for both countries; US nominal growth is assumed to be
4.5%lyear.

Source: Haver Analytics, Goldman Sachs Global Investment Research
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Property Sector Not Bottoming Yet

Index SA (2019=100) Property Activity
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Source: NBS, Haver Analytics, CEIC, Goldman Sachs Global Investment Research
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Property Downturn Keeps Straining Local Government Finances

Index sa Index sa
(202102="100) (202102="100)

120 Land salesvalue by different measures (quarterly) 120

MOF govt revenue from land sales

100 100

s Wind 100-city land transaction value
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mmmm Property-related govt revenue
Mon-property-related fiscal revenue for local govts
Govt-managed fund revenue for local govts excl. land sales revenue
Transfer from central govt

—— Share of property-related revenue in gross local govt revenue (RHS)

Note: Property-related local government revenue includes on-budget property-related tax revenue and off-budget revenue from land sales for local governments. 2026 prints refer to GS projection after

onboarding year-to-date outturns.

Source: MOF, Wind, CREIS, Goldman Sachs Global Investment Research
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HK Property Prices Have Rebounded Meaningfully Since Mid-2025, While
Home Prices in Mainland Tier-1 cities Showed Early Signs of Stabilization

Index (SA) Secondary Market Nominal House Price Index Index (SA)
g5 - o5
a0 - 90
&5 - 85
B0 - 80
7o : - 75
= Hong Kong
[y f— Shanghai 70
65 Beijing - 65
60 Shenzhen 60
= (Guangzhou
= f T T T ]

-20

0 20 40
Months Since Peak Housing Price Reached (T=0)

G0

Inventory month

-2

(Z-score)
]
-3.5 -3.0

Inventory month

(Z-score)
L] 2
\“ 1
\‘ 0
Shenzhen A
N More desirable
“0 (higher net rental
Hong Kong  yie/d” jower inventory)
-2
2.0 -1.5 -1.0 -0.5 0.0 0.5 1.0 1.5

Rental yield net of mortgage rate (%)

Note: Peak month refers to November 2021 for Hong Kong, May 2023 for Beijing, January 2022 for Shanghai, June 2022 for Guangzhou and August 2021 for Shenzhen, based on Centaline secondary
home price data. Our housing inventory measures for Mainland China and Hong Kong differ due to data availability and definitions. For Mainland China, inventory is based on the CREIS database and
includes completed unsold units and uncompleted units with presales permits, measured in months of new home sales. Hong Kong inventory data are from the Housing Bureau and cover unsold units
that are both completed and under construction. As of end-2025, average inventory stands at 24 months in mainland China’s Tier-1 cities versus 49 months in Hong Kong, reflecting these definitional
differences. We use Z-scores to gauge inventory levels relative to local historical averages.

Source: Wind, Goldman Sachs Global Investment Research, Centaline
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China’s Demand for New Homes May Stay Low and Property Prices Likely
to Take 1-2 More Years to Bottom Out

Millian Million 100 = Peak 100 = Peak
24 24 -
Total demandforurban housing (unit) RealHouse Price Index
100 4 - 100
20 Investment a0
Dremalition 90 - L gg
16 mmmm Cemographic 16
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12
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Ui .
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[ux]

-4

Note: The benchmark illustrates 21 large housing booms/busts across 15 economies around the world since the 1960s.

Source: Haver Analytics, Goldman Sachs Global Investment Research
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Further Housing Easing Efforts Needed to Stabilize Nationwide Home
Prices

# of months #ofmonths o pa 5% pa
45 R B 45 8 .

Housing inventory by city tier Mew mortgage loan rate vs. rental yield
40 —Tier 1 40 7

—feighted average mortgage rates
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"’.\.' 4

20 W * an
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Note: Housing inventory is estimated as housing inventory levels divided by the number of 12-month moving average new home sales.
Source: CREIS, Wind, Goldman Sachs Global Investment Research
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A Weak Labor Market Has Constrained Households’ Ability to Spend

Z-score Z-score
2.0 2.0
Weighted average of employment sub-indices of various China PMIs
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We include employment sub-index under NBS manufacturing PMI, construction PMI, and services PMI, Ratingdog manufacturing PMI and services PMI, CKGSB recruitment index, and emerging

industries PMI.

Source: NBS, Caixin, Haver Analytics, Data compiled by Goldman Sachs Global Investment Research
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Eftect of Government-subsidized Consumer Goods Trade-in Program
Should Fade Over Time

Index (2022 Dec = 100, SA) Index (2022 Dec = 100, SA)
180 180
Consumer Subsidy
170 | Retail sales breakdown 99995 disbursements 170
Home appliances frade-in slowed
160 PP program 160
Autos intensified
150 Less § 150
subsidies
140 = COmmunication equipment af?d 140
tightened
130 All other retail sales (excluding rule 130
petroleum)
120 120
110 110
r V
100 Eligible 100
goods
90 categories 90
expandec
80 80
Dec-22 Aug-23 Apr-24 Dec-24 Aug-25 Apr-26

Source: Wind, Haver Analytics, Goldman Sachs Global Investment Research
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Policymakers Have Started to Focus on Boosting Services Consumption

% of GDP % of GDP Percent Percent
a0 80 g0 80
Household consumption rate Services consumption share in total household consumption
s China Japan South Korea  slJS —US
70 70 70 70
South Korea
'\//—’,—‘-‘/——,—\’N—_ Japan
60 . 60
50 50 === China
50 50
40 40
40 40
30 30
a0 0 20 20
1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 1930 1940 1950 1960 1970 1980 1990 2000 2010 2020

Source: Haver Analytics, Goldman Sachs Global Investment Research
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Consumer Sentiment Stays Weak and Household Bank Deposits Remain

Elevated

Index

140

130

120

110

100

90

80

China Consumer Confidence

l Pessimistic

1990 1995 2000 2005 2010 2015

Source: Haver Analytics, Goldman Sachs Global Investment Research
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Household Balance Sheet: Structural Shift from Property to Financial
Assets Amid Ongoing Deleveraging

Tn RMB

900

800

700

600

500

400

300

200

100

0

Household total assets

m Urban Housing Rural housing

Auto Deposits and cash

m Other financial assets

15 16 17 18 19 20 21 22 23 24 25

Note: 2026 Q2 is the latest data available.

Source: Wind, CEIC, Haver Analytics, Goldman Sachs Global Investment Research
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Since the September 2024 Policy Pivot, Equities Have Contributed More to
Financial Asset Growth

Percent change, yoy Percent change, yoy 100% Composition of household total assets As of Mar 31, 2026
25 25 L
Chinese households financial assets (GS estimate) LA
D its+cash
— ep.05| s+cas 80%
20 Equny 20 o
Other (e.g., WMP and insurance) 70%
— i 60 %
15 Total financial asset 15 o
50%
40%
0 0% | .
20% e 359% .
° S 10% ' 255%
I |, =
0 0 China UK Japan Taiwan us
DOthers _ N Other Securities
If‘m‘h.ltl.l al Funglflg Unlisted Equities ﬁEweEtlyHeld Equities
-5 -5 IElnsurance ension ash + Deposit
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 mFProperty

Here, "unlisted equities" refer to privately held o\
that are not listed or traded on public exchanges :

visibility into household unlisted equity holdings, St Y
the household sector as a proxy.

Source: Wind, CEIC, Haver Analytics, Goldman Sachs Global Investment Research
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We Expect Investment Growth to Rebound Modestly in 2026 on Policy
Support and a Low Base, Despite Still-Wide Gap Across Sectors

Percent change, Percent change, % yoy B YOy
year ago G5 Investment Tracker and GFCF year ago 25 25
16 16 FAl growth forecastand breakdown by major component

20 . 20

14 — 51055 ficed capital formation 14 i
) 15 | G5e 15
23 investment tracker |
12 12
10 10
10 10
5 5
a a
0 0
6 2026 B
4 GFCF 4 -5 — Headline -5
forecast 10 Manufacturing ! 10
7 L ] 2 - Property )
0 0 -15 = |nifrastructure . -15
—thers i
-2 -2 -20 : 20
2014 2016 2018 2020 2022 2024 2026 15 16 17 18 19 20 21 22 23 24 25 28 27 28

Source: NBS, CEIC, Goldman Sachs Global Investment Research
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Higher Energy Prices Lift PPI Inflation in 2026

Percentage point Percentage point Percent Percent yoy
20 20
Contribution to year-over-year PPl inflation 100 - - - 15
mmmm Ferrous metals mining/smelting Monferrous metals mining/smetting China PPl inflation
15 mmm Petrol mining/processing Coal mining 15 I
Raw chemicals/chemical fiber Monmetal mining/mifg
e Downstream ——Headline 80 10
10 '
60 / 5
5
jI
40 0
]
\ \
-5 20 . \ r -5
‘d == Share of sectors with positive yoy PPI inflation
Headline yoy PPl inflation (RHS)
-10 -10 0 10
18 20 21 22 23 24 25 26 B

14 15 16 17 18 19 20 21 22 23 24 25 26

Source: CEIC, Haver Analytics, Goldman Sachs Global Investment Research
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We Expect Headline CPI/PPI Inflation to be 1%/2% in 2026

Basis Cumulative Response of Inflation Basis
points to a 10% Increase in Qil Prices points
150 1 - 150

= Headline CPI
125 - = Headline PPl | 125
100 - - 100
75 1 - 75
50 4 - 50
25 - 25
0 e 0
—25 A - —25
-50 T T T T -50
0 2 4 6 10 12

Horizon (months)
Note: Shaded area indicates 90% confidence interval.

Percent change, yoy

Percent change, yoy

GS
fcast

16
China inflation measures
12 — CP|
PPI
8
4
b ' 1 ' / M/
Ll
0 v
4
-8

07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27

Note: We use 2006-2025 monthly data for our local projections with an instrument variable, i.e., oil supply shock from Kanzig (2021).

Source: CEIC, Goldman Sachs Global Investment Research

oldman Research
achs

16

12

'S

35



We Do Not Expect PBOC to Cut Policy Rate This Year; PBOC Narrowed
Interest Rate Corridor and Started Overnight Reverse Repo Operation

Percent Percent % Yo
61 : -6 30 - 30
OMO - 7-day reverse repo rate 1-year loan prime rate DROGCA
5 | 5-year loan prime rate DR007 (10-day moving average) | ¢ DROOY
2.5 Interest rate for 7-day reverse 25

repurchase OMO

4 - L4 Interest rate corridor defined by
4 temparary overnight OMO L
209, 41y ..‘ porary g 20
3 - -t 3 ' "4' 4 |
J ARy I 1.5 1.5
\ . N N A
2 - "'l__._‘_._‘__' - 2

L‘_‘—- ----- 1.0 - 1.0

1 4 -1

05 T T T T T T T T T
Jul-24 Oct-24 Jan-26 Apr-25 Jul-25 Oct-28 Jan-26 Apr-26 Jul-26  Oct-26
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Source: PBOC, Wind, Goldman Sachs Global Investment Research
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Household Loans Contracted While Corporate Loans Moved Sideways;

Credit Redirected From Property to High-Tech Sectors

RMB, trillion RMB, trillion
6 6
Net Increase in Bank Loans (quarterly)

5 5

Corporates
4 = Household 4
3 3
2 2
1 1
0 0

-

10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26

Source: Haver Analytics, Goldman Sachs Global Investment Research
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Higher Government Bond Supply Issuance Has Not Consistently Led to

Higher 10-Year CGB Yields

Fercent of GDP Percent
20 - y 45
anti-Covid isSuanGe CGEE debt swap
CESE ) . =
1 affter issuanece for [P For - 4.0
program policymakers Flood 2024-2028
guidanoe reconstruction

15 4
- 3.5
- 3.0

1.0 1
- 2.5
- 2.0

0.5 4
- 1.5
0.0 - 1.0
Monthly netissuance of bonds 05

| Fyear CGB yield (right)
-0.5 0.0
20149 2020 2021 2022 2023 2024 2025 2026

Source: Goldman Sachs Global Investment Research, CEIC
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10-Year CGB Yields Are More Closely Related to CGB Supply; Net CGB

Issuance Matters Most at the Short End

BasisPoints  Effact of Government Bond Supply on Change in 10-year CGB Yields  BasisPoints
15 - 15
Solid bars indicate j !
10 - significance i ] 10
at 90% confidence i :
interval ' !
! 1
5 | : -5
: I l
i L
1 L
1 L
U T T T T T T : T T B U
' [}
i :
! 1
5 ' ' 5
- m @ m @ W o =) w = = = -
0og ©g +2 = = = z 15 5
[ — @ M @ & b £ 5 E E
Ta Ba QB & & b 2
== Z® n 5 & = = z z
B p = I = &) = o
Z 3 - =] =
Type of bond supply Sample period Bond issuance timing

Source: Goldman Sachs Global Investment Research
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Fiscal Policy Has Tightened Meaningfully Since Q2, Though We Expect It
to Resume Modest Easing in the Coming Months

Percent of GDP Percent of GDP

0 : - ! 0
Augmented fiscal deficit |
—3mma .
= 12mma iGSe
-5 | -5
-10 . -10
»
12026:
~11.5%
-15 = -15
-20 -20

09 10 11 12 13 14 16 16 17 18 19 20 21 22 23 24 25 26 27

Source: Wind, CEIC, Goldman Sachs Global Investment Research
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Despite Incremental Easing Ahead, We See A Downside Risk to Our

2026 AFD Forecast of 11.5% of GDP

Source: Haver Analytics, Wind, CEIC, Goldman Sachs Global Investment Research
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Z-scare
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0.5 1

We Expect Macro Policy to Resume Easing in Q4, After the Q2-Q3
Tightening, Though the Magnitude of Easing Should be Moderate

China domestic macro policy proxy

Mare paolicy
stimulus )

Z-scare
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- 05
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MNote: Shaded areas refer to periods when China CAI 3mma growth was below 3%.

Source: Goldman Sachs Global Investment Research, Wind, Haver Analytics, CEIC
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Type  |nstrument 2025 2026F
Large banks 7.5% Large banks 7.5%
Monetary |RRR M edium-sized banks 5.5% M ediurrsized banks 5 5%
Small barks: 5.0% Small barks: 5.0%
(eop)
7-Day OMO 1.40% 1.40%
Effective on-
budget deficit 5.1% 5.1%
Fiscal (% of GDP)
(fullyear) |a omented
fiscal deficit 11.0% 11.5%
(% of GDF)
Credit  — lror siock 2.39% 7.2%
(eop yoy)
Further redudtions to mortgage rates, Further reduction to mortgage rates
further relaxation on home purchase  (by expanding the use of housing
restrictions in Tier-1 cities; more  provident funds); further relaxation on
- ' - bark lending for “whiteli” projects  home purchase restrictions in Tier-1
Housing SRR cashbacked settlerment of urban cities; cash-backed settlement of
village renovation; continued policy  wrbanvillage renovation; gaverrment
support to destock existing housing  programs to help destock exigting
invertories invertories
FX{eop) |LSDCHY 7.00 670
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China’s “Barbell Strategy"” for High-Quality Growth in the 15th FYP

Categories Major Projects
Index Index
200 Waord count inthe FYP adjusted forreport length (2021=100) 200 Advanced IC, Embodied Intelligence, Biomanufacturing, Next-
Cultivate and Develop |generation Batteries, Commercial Aerospace, Domestically Produced
180 Consumption 180  New Industries Large Aircrafts, Low-Altitude Aviation Equipment, Green Hydrogen,
LsRF) Brain—-Computer Interfaces, High-End Medical Devices
160 Stability 160
140 &7 140 Development of New  |National Integrated Computing Power Network, Satellite Internet, ICT
Technolog Infrastructure Networks, Data Infrastructure, Low-Altitude Infrastructure
120 / 120 . .
e '_Green' il Al+ Science & Technology, Al+ Industrial Development, Al+
100 n;:g:g;}gg 100 Al+ Initiative Consumption Upgrade, Al+ People’s Livelihood, Al+ Governance, Al+
("5 8 /3R Global Cooperation
e d o
20 a0 . .
. Strengthening Employment Support for Key Groups, The “Skills
Promoting Employment . " .. e . . .
G0 B0 and Upgrading llluminate the Future” Training Initiative, Improving the Quality of Public
S . Employment Services, Enhancing the Effectiveness of Entrepreneurship
Reform Employment Services .
40 ) . 40 Driven Employment
an 20 Energy Conservation and Carbon Reduction in Key Industries, Clean
Peaking Carbon Substitution for Coal Consumption, Developing Zero-Carbon Industrial
] ] Emissions and Parks and Zero-Carbon Transport Corridors, Leveraging the Circular
2001 2006 2011 016 2021 026 Achieving Carbon Economy to Support Carbon Reduction, Reducing Non-CO2
Neutrality Greenhouse Gas Emissions, Enhancing Foundational Capacity for
Carbon Peaking and Carbon Neutrality

Note: In the RHS table, highlights in orange refer to tech-related new projects in the 15th FYP compared to the 14th FYP, and highlights in blue refer to other new projects.

Source: Government websites, Goldman Sachs Global Investment Research
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Three Stages of Labor Market Adaption to Al Adoption

Percent Percent
0.6 0.6
Al impacton China's total employment
04 - s Re-employment of displaced workers - 0.4
Mon tech sector workers
07 - mmmmm | cch sector workers 0.2
= = = T0tal
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_ | “ 3
0.2 - ‘; 0.2
%
\ !
-0.4 - LY ! - -0.4
\ '
\ p
06 - LT - -0.6
-0.8 . . T . -0.8
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Source: Goldman Sachs Global Investment Research
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RMB International Use Has Improved, But Still Trails China’s
Global GDP and Trade Shares

Percent Percent

25 25
S Are in GOF

Share in global trade
20 Share in international asset/liability 20
— Share of EMB in international pay ment

—— Share of EMB in reserve assets

12 share of RMB-denominated debt in international debt 12
10 10
H H

0 0
80 82 54 86 55 90 92 94 96 95 00 02 04 06 08 10 12 14 16 18 20 22 24

Source: BIS, Lane & Milesi-Ferretti (2018), Haver Analytics, Wind, Goldman Sachs Global Investment Research
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China’s Augmented Government Debt Reached RMB 179tn in

2024 (133% of GDP)

Augmented govt
debt

178.91tn {132.6%)

Official govt debt
81.9tn (60.7%)

Central govt Local govt
34 .5in (25.6%) A7 4in (35.1%)

Onshore Offshore Onshore
34.3tn (25.4%) 0.2tn (0.2%) A7 Atn (35.1%)

CGGB LGGB
30.7tn (22.7%) 16.6tn (12.3%)

CGSB LGSB
3.6tn (2.7%) 30.8tn (22.8%)

Note: Percent in parenthesis indicates % of GDP.
Source: MOF, Wind, Bloomberg, CEIC, Goldman Sachs Global Investment Research
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Implicit govt debt
97.0tn (71.9%)

Central govt

34.7tn (25.7%)

Policy bank *
28 5tn (21.1%)

Onshore Offshore
28 41n (21.0%) 0.1tn {0.1%)

Policy bank bond
26.0tn (19.3%)

Other liabilities

2.4tn (1.7%)

China Railway
6.2tn (4.6%)

CR bonds
1.7tn (1.2%)

CR non-bond

liabilities
4.5tn (3.4%)

Local govt
62 .31n (46.2%)

LGF\Y onshaore LGFV offshore
61.9tn (45.9%) 0.4tn (0.3%)

LGFV bonds
15.0tn {(11.1%)

LGFV non-bond
liabilities
46.8tn (34.8%)
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Local Officials’ Incentive Also Matters for the Effectiveness of Policy
Implementation

China Anti-corruption Proxy

Mumber of persons (CCP Disciplinary Investigations) Mumber of persons
30 - 220
- National level
22 Local level (right) A L 200
20 1 20th Party
Congress - 150
- | \

Vﬂ\/"“ A (VL

5_

19th F’a'rt"-.'
Congress
I

ﬂ I I I I I I I
2008 2010 2012 2014 2016 2018 2020 2022 2024 2026

Mote: The proxy represents the number of government officials announced as under investigation
each guarter. National level is deputy ministerial level and above; local level is any level but in
practice mostly deputy bureau level and above.

Source: China Central Commission for Discipline Inspection, Data compiled by Goldman Sachs Global Investment Research
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Upcoming Key Macro Catalysts for China Markets

Date Events

19 Oct 2026 Q3 2026 GDP release

19-22 Oct 2026 ;Egréc;a;:;i;estfcrum (with PBOC, NFRA, CSRC and
26-29 Oct 2026 The 5th Plenum of the 20th CCP Central Committee

3 Nov 2026 US Midterm Elections

18-19 Nov 2026 APEC 2026 China (in Shenzhen)

Early to mid-Dec 2026 Politburo meeting on economic policies

Md-Dec 2026 Central Economic Work Conference
14-15 Dec 2026 G20 Summit in Miami
10 Jan 2027 Expiration of extended tariff/rare earth control pause

agreed at Trump-Xi meeting in Washington D.C.

Source: Government websites, Data compiled by Goldman Sachs Global Investment Research
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