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m Stronger-than-expected trade data: Chinese exports and imports climbed
36.3% yoy and 31.0% yoy, respectively, in nominal USD terms in September, both
notably above consensus expectations. Semiconductor exports and imports
surged 136% yoy and 75% yoy, respectively, but the increases were driven
almost entirely by higher prices. September’s trade surplus reached a record high
of $133.5bn.
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Strong semiconductor export and import growth was mostly price-driven

Trade Growth in Semiconductors
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®m Divergentinflation: China’s PPl inflation surprised to the upside in September, rising
5.0% yoy (vs. the Bloomberg consensus of 4.4%). However, CPI inflation was only
0.9% yoy, slightly below the market expectation of 1.0%. This divergence highlights

the difficulty of passing higher commodity and upstream prices on to consumers,
providing further evidence of weak domestic demand. We have revised up our
full-year 2026/27 PPl inflation forecasts to 2.8%/0.3% (from 2.0%/0.0% previously)
but revised down our CPl inflation forecasts to 0.8%/0.6% (from 1.0%/1.0%
previously).

PPl inflation accelerated to 5.0% yoy in September
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m September activity data and Q3 GDP preview: The NBS will releas
industrial production (IP), fixed asset investment (FAI), retail sales, a
on Monday (October 19). We expect strong IP growth of 5.8% yoy (\
August), but weak retail sales growth of 0.3% yoy (vs. 0.4% in Augus
likely to pick up somewhat in September on a single-month basis, st
better weather and a stronger policy push, although official year-to
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year-over-year growth may edge down from -7.2% in August to -7.3%. We forecast
real GDP growth to tick up from 4.3% yoy in Q2 to 4.4% yoy in Q3, supported by
stronger industrial production.
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