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In Brief
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Part 1. Key Economic Signals

GDP growth slowed in Q3 but
remains on track for the 5% full
year target, as strength in
manufacturing and services was
tempered by construction drag.

Industrial production continues
to anchor growth, with high-tech
and equipment manufacturing
outperforming the broader sector
on the back of structural
upgrading and policy support.

Exports continued to underpin
demand, but domestic
consumption is weakening
following the policy driven
rebound in the first half of the
year as stimulus effects fade;
meanwhile, the external
environment remains clouded by
trade frictions and global
uncertainty.
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Corporate sentiment has turned
more cautious, reflected in soft
private investment and PMI
readings, though factory-gate
prices show tentative
improvement.

Monetary policy remains
accommodative, with financing
underpinned by government
bond issuance; a revival in
corporate borrowing will be
critical to reinforcing growth
momentum.
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Part 2: Special Topic — China’s 15t Five Year Plan
Recommendations

A dual-track industrial strategy:
The Recommendations place top
priority on revitalizing traditional
sectors through digital and green
upgrades, while continuing to
foster strategic emerging
industries — underscoring
renewed focus on strengthening
the “real economy.”

From involution to high-quality
growth: Policymakers explicitly
address involution by promoting
more effective investment,
curbing excessive competition,
and fostering innovation. At the
recent Central Economic Work
Conference, President Xi
reiterated that economic work
must be tailored to local
conditions, guiding regions to
avoid wasteful competition.

@

Elevating domestic consumption
as a core driver: With external
demand under pressure, the
Recommendations positions
household consumption as a
central pillar of long term
growth, focusing on “investing in
people” and property market
stabilization.

Strategic reshaping of capital and
trade: A more balanced approach
is outlined — attracting inbound
FDI into high-tech industries and
newly opened service sectors,
while managing outbound
investment and positioning the
economy to climb global value
chains.
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Key Takeaways -
from the First
Half of 2025
Economic Data

GDP growth slowed in Q3
compared with the first half, but
the economy remains broadly on
track to meet the official 5%
target for the year. Beyond the
headline figure, the structure of
growth is continuing to evolve.
Manufacturing and services both
recorded solid expansion, while
construction activity remained
weak and acted as a drag on
overall performance. Looking
ahead, there are increasing signs
that the economy will need to
shift its growth drivers as new
pressures build.

Industrial output continued to
serve as a key source of growth.
The sector is gradually moving up
the value chain, with high-tech
manufacturing consistently
outpacing the broader industry.
This reflects both structural
upgrading and targeted policy
support. Within this context,
equipment manufacturing has
remained an important growth
driver.

Demand trends show exports still
providing support, while
domestic consumption is
weakening as earlier policy
stimulus fades. Ongoing trade
tensions, cautious consumers,
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and an uncertain global outlook
cloud external demand, meaning
domestic demand will need to
play a larger role in sustaining
aggregate demand.

Rapid industrial output growth,
combined with slowing
consumption and uncertain
export prospects, is weighing on
corporate sentiment and leading
to weaker fixed-asset investment,
particularly among private firms.
This trend is also reflected in PMI
readings. A green shoot is that
factory-gate prices are gradually
improving. The outlook will hinge
on whether anti involution
policies gain further traction or if
additional consumption focused
measures are introduced to
support industrial capacity
utilization.

Monetary policy remains
accommodative, with interest
rates low. Aggregate financing
has held up, supported by strong
government bond issuance.
Looking ahead, financing will
need to rely more on corporate
borrowing, contingent on a
revival in business confidence if
policy measures succeed in
reflating the economy.



China’s
Economic
Momentum:
A Snapshot

GDP

China’s economy moderated in Q3,
with GDP growth easing to 4.8%. Yet
momentum over the first nine
months — averaging 5.2% — keeps
the economy broadly aligned with
the government’s annual target of
“around 5%.”

Sector performance remained
uneven. Manufacturing continued to
provide resilience within the
secondary industry, expanding 6.3%
year on year. In contrast,
construction activity continued to
soften, as the contraction widened
from a modest 0.6% in Q2 to 2.3% in

Q3. The downturn reflects ongoing
weakness in real estate and a more
cautious rollout of infrastructure
investment.

Services were the main growth
driver, with the tertiary industry
rising 5.4% year on year, outpacing
both the secondary (4.2%) and
primary (4.0%) sectors. Within
services, IT and software output
grew strongly at 11.7%, leasing and
business services expanded 8.6%,
and financial services rose 5.2%,
underscoring the robust expansion
of China’s evolving service economy.
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Industrial Output

In the first three quarters, industrial
output rose 6.2% year on year,
moderating slightly from 6.4% in the
first half. Manufacturing expanded
6.8%, continuing to outpace the
broader sector and accelerating to
7.3% in September. In particular,
high-tech manufacturing rose 9.6%
and equipment manufacturing
expanded 9.7%, accounting for
16.7% and 35.9% of total industrial
output, respectively, and
underscoring their rising
importance in strengthening China’s
industrial base.

By product category, output of 3D
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printing equipment surged 40.5%,
industrial robots increased 29.8%,
and new energy vehicles rose 29.7%,
reflecting strong momentum in
advanced and green technologies.

Across ownership types, private
enterprises (+6.1%) and
share-holding firms (+6.7%)
outperformed state-owned (+4.6%)
and foreign-funded enterprises
(+4.1%) over the first three quarters.
In September, however, private
sector growth moderated to 4.6%,
while state-owned enterprises
strengthened to 6.5%.




Fixed Asset Investment

Accumulated YoY Growth Rate

5%

4%

3%

2%

1%

0%

-1%

China Economic Quarterly Q3 2025

Fixed asset Investment

In the first three quarters, national
fixed asset investment declined 0.5%
year on year, with September
marking the first negative reading
since 2020. The largest drag came
from real estate, where property
development investment fell 13.9%.
This points to the sector’s continued
weakness: nationwide sales of newly
built commercial housing totaled
658.35 million square meters, down
5.5% from a year earlier, while sales
value dropped 7.9% to RMB 6.3
trillion.

Manufacturing investment was
comparatively resilient, rising 4.0%,
but this was slower than the 7.5%
growth recorded in the first half.
Infrastructure investment increased
1.1%, also moderating from 4.6% in
the first half.
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By sector, investment in the primary
industry grew 4.6%, the secondary
industry rose 6.3%, while the
tertiary industry contracted 4.3%.
High tech segments remained the
bright spot: investment in
information services surged 33.1%,
aerospace equipment manufacturing
rose 20.6%, and computer and office
equipment manufacturing increased
7.4%. The auto sector also
contributed, with investment rising
19.2%.

Private investment fell 3.1% year on
year, contrasting with 1% growth in
the state owned sector. Excluding
real estate development, private
investment grew 2.1%, underscoring
resilience outside the property
market.



Retail Sales of Consumer Goods
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Retail Sales

In the first three quarters, total
retail sales grew 4.5% year on year.
Momentum in some recent growth
drivers has begun to abate.
Household appliances and
audiovisual equipment, furniture,
communication devices, and cultural
office supplies rose 25.3%, 21.3%,
20.5%, and 19.9%, respectively, over
the period. However, growth eased
t0 11.9%, 16.2%, 16.2%, and 6.2% in
September, reflecting a tapering of
the boost from the trade in policy.
Sales of sports and entertainment
products slowed to 11.9% in
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September, while growth over the
first three quarters stood at 19.6%.

Service retail sales increased 5.2%
year on year in the first three
quarters, with cultural and leisure
services, communication and
information services, travel and
rental services, and transportation
services all recording faster growth.
By contrast, catering, after earlier
outperformance, lagged behind the
overall trend, rising 3.3% in the first
three quarters and slowing further
to 0.9% in September.
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Consumer Price Index (CPI) and Producer Price Index (PPI)

In the first three quarters, CPI fell
0.1% year on year. Core CPI,
excluding food and energy, rose
0.6%, an increase of 0.2 percentage
points from the first half. In
September, core CPI accelerated to
1.0%. However, the modest increase
confirms demand remains below the
government’s 2% target.

Producer prices continued to
contract, declining 2.8% year on
year in the first three quarters.
However, signs of stabilization
began to emerge in September as the
pace of decline eased: PPI fell 2.3%
year on year, narrowing by 0.6
percentage points from August. On a
month-on-month basis, prices were
unchanged, suggesting tentative
signs of bottoming out.

The improvement in PPI likely
reflects the initial effects of anti
involution measures. September PPI
declines narrowed in coal processing
( 8.3 percentage points), ferrous
metal smelting and rolling ( 3.4),
coal mining and washing ( 3.0),
photovoltaic equipment and
components manufacturing ( 2.4),
battery manufacturing ( 0.5), and
non metallic mineral products ( 0.4).
The impact, however, remains
uneven and sustainability is
uncertain. For example, factory
prices for automobiles fell 3.0% year
on year in September, after a 2.2%
decline in June.

Capacity utilization among large
industrial enterprises reached 74.6%
in Q3, up 0.6 percentage points from
Q2 but still 0.5 percentage points
lower than a year earlier.

Consumer Price Index and Producer Price Index
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Trade

In USD terms, exports grew 6.3%
year on year in Q3, edging up from
6.2% in Q2. September exports rose
8.3%, the fastest pace since March.
Shipments to the U.S. fell sharply,
with exports down 27% and imports
down 16% year on year. These
declines were largely offset by strong
growth in other markets: exports to
ASEAN surged 15.6%, to the EU
10.4%, and to Africa 56.4%.

High tech exports reached record
highs in Q3, totaling USD 89.8
billion in September, up 11.5% year
on year. Demand was lifted by
electronic components, with
semiconductor exports rising 33.6%
and flat panels up 13.8%. Auto

Exports and Imports
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exports also continued to set new
records, with exports of
automobiles, including EVs,
reaching USD 37.4 billion in Q3, up
15.8% year on year.

Imports for the first nine months of
2025 declined 1.1% year on year,
despite a rebound in September,
when imports rose 7.4% from a low
base. The uptick is unlikely to be
sustained given weak domestic
demand. China’s trade surplus has
already reached 88% of last year’s
record in the first nine months and
is on track to surpass USD 1 trillion
by year end. In the third quarter
alone, trade surplus widened by
more than 12% year on year.
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FDI Inflows
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Foreign direct Investment (FDI)

From January to September, 48,921
new foreign invested enterprises
were established nationwide, up
16.2% year on year. Actual FDI
inflows, however, came in at RMB
573.8 billion, down 10.4% year on
year. This continued divergence
between rising enterprise numbers
and declining investment amounts
signals an evolving picture, echoing
the broader shift in FDI away from
big ticket manufacturing projects
toward smaller scale service
industries and high tech R&D. The
overall contraction narrowed in Q3
compared with a 15.2% decline in
the first half, while September
inflows rose 11.2% year on year,
suggesting potential signs of
bottoming out.
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Services sector remained dominant,
attracting RMB 410.9 billion in
actual FDI, while manufacturing
drew RMB 150.1 billion. Within high
tech sectors, investment held up
better: e commerce services surged
155.2%, aerospace equipment
manufacturing rose 38.7%, and
medical instruments and devices
increased 17%.

Despite the overall decline in FDI
inflows, investment from Japan (up
55.5%), the UAE (up 48.7%), the UK
(up 21.1%), and Switzerland (up
19.7%) grew strongly.

50\1

\»91

QGQ(L

I

00‘%

&0

\\q’b‘

o %
OGG‘L 3@0"” 7 N\'ﬂ o

Source: Ministry of Commerce, PwC Analysis

N\'&&

a

W L

)]
3\)\‘1 P‘\)Q"L 669



China Economic Quarterly Q3 2025

PwC 12

Purchasing Managers Index (PMI)

In September, the official
manufacturing PMI stood at 49.8,
up from 49.3 in July and 49.4 in
August, but still in contraction
territory. Large enterprises fared
better, with a PMI of 51.0 signaling
expansion, in contrast to medium
sized enterprises (48.8) and small
enterprises (48.2), both of which
remained in contraction. The
production index stayed in
expansion, while the new orders
index remained in contraction
despite a slight uptick to 49.7 in
September from 49.5 in August and
49.4 in July. New export orders
continued to contract, reflecting
caution in external markets amid
trade tensions, global economic
uncertainty, and weak consumer
confidence. Together, these signals
point to ongoing pressure from
supply demand imbalances in the
months ahead. The employment
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index also remained negative
throughout Q3.

In September, the non
manufacturing business activity
index for services registered 50.1,
remaining largely flat since the start
of the year. Construction activity
slipped from 50.6 in July into
contraction, at 49.1 in August and
49.3 in September. Employment in
the services sector also stayed weak,
with the employment index
remaining negative throughout Q3.
At the same time, the sector is
undergoing structural shifts: rail
transport, air transport, postal
services, and culture, sports and
entertainment all recorded strong
expansion, while real estate and
household services remained below
the threshold, signaling continued
contraction.
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Credit Growth
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Total Social Financing (TSF) and New Bank Loans

In the first three quarters, aggregate
social financing rose to RMB 30.09
trillion, RMB 4.42 trillion more than
a year earlier. Banks extended RMB
14.75 trillion in new loans, down
RMB 1.6 trillion from the same
period last year. Growth was
supported mainly by robust
government borrowing, with net
government bond financing reaching
RMB 11.46 trillion, up RMB 4.28
trillion year on year, while net
corporate bond financing was RMB
1.57 trillion, RMB 15.1 billion lower
than last year.

By end September, outstanding
social financing grew 8.7% year on
year. RMB loan balances to the real
economy stood at RMB 267.03
trillion, up 6.4%. Broad money (M2)
balances reached RMB 335.38
trillion, up 8.4% year on year.

Green finance continued to expand
rapidly. By end September, green
loan balances reached RMB 43.51
trillion, up 17.5% from the start of
the year. In September, the weighted
average interest rate on newly issued
corporate loans was around 3.1%,
about 40 basis points lower than a
year earlier.

With interest subsidy policies for
personal consumption loans and
service-sector business loans now in
place, lower borrowing costs are
expected to further stimulate
consumer credit demand in the
months ahead. However, September
data indicate that the pace of central
and local government bond issuance
has slowed, with net government
bond financing RMB 347.1 billion
lower than a year earlier. As a result,
the supportive role of government
borrowing in social financing is
likely to weaken in the coming
months.
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China’s 15th
Five-Year
Plan: Signals,
Shifts, and
Strategic
Implications

At the Fourth Plenary Session of the
20th Central Committee, the
Communist Party of China unveiled
the Recommendations for
Formulating the 15th Five-Year Plan
(FYP) for Economic and Social
Development. The 15th FYP
represents a pivotal stage in China’s
advance toward its 2035 goal of
becoming a moderately developed
economy. It consolidates the
leadership’s strategic roadmap and
timetable for structural transition,
while recalibrating priorities in
response to intensifying geopolitical
pressures abroad and persistent
structural imbalances at home.

While “moderately developed
economy” has no universally
accepted definition, a practical
benchmark is per capita GDP
exceeding USD 20,000—roughly
double 2020 levels by 2035.
Achieving this would require
average annual GDP growth of
around 4.2% across the 15th and
16th FYP periods. Notably,
according to the IMF, only 12

economies have entered the ranks of
advanced economies in the past two
decades, most of them relatively
small. China, with its 1.4 billion
people, is undertaking a transition
on an unprecedented scale.

The released recommendations set
the overarching direction and
priorities for the 15th Five-Year Plan
(FYP). With a clear emphasis on
high-quality development, the plan
defines priority tasks across 12
major areas—spanning industrial
upgrading, technological
self-reliance, green transition, and
expansion of the domestic market.

For businesses and investors, the
15th FYP carries far reaching
implications. Beyond headline
growth, it will shape the balance of
opportunities and risks across
markets in the years ahead. This
section highlights the key economic
and market themes, interpreting the
policy rationale to provide a clear
lens for strategic positioning.
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Theme 1: Digital Driven, Green Powered Traditional

Sector Upgrade

Policy Signal

A notable shift in the 15th FYP is
the elevation of traditional sector
upgrading to the forefront of the
policy agenda—ranked even
ahead of technology self reliance
and emerging industries. With
renewed emphasis on the “real
economy,” policymakers stress
that manufacturing must retain
an “appropriate” share of output,
guarding against hollowing out.
Industrial upgrading is expected
to follow a “smart, green,
integrated” model, embedding
digital transformation and low
carbon practices. The plan also
reaffirms China’s commitment to
reaching carbon peaking before
2030.

China’s latest modernization strategy
places traditional sectors at the
forefront of its economic agenda—a
marked departure from earlier plans
where they were secondary to
frontier technologies. This renewed
emphasis highlights technology
conversion, diffusion, and
integration, ensuring new

technologies permeate the broader
economy and lift total factor
productivity (TFP). While frontier
technologies continue to capture
headlines, traditional industries such
as mining, metallurgy, chemicals,
textiles, machinery, shipbuilding, and
construction remain vital to
employment, supply chain resilience,
and regional development, together
accounting for roughly 80% of value
added in the Chinese economy. Yet
these sectors continue to grapple
with challenges ranging from
overcapacity to slowing investment,
underscoring the need for policy
support to revive growth.

Against this backdrop, policymakers
see substantial room for growth. The
National Development and Reform
Commission (NDRC) projects that
China’s traditional sectors could
generate around RMB 10 trillion
(USD 1.4 trillion) in new market
space over the next five years. This
expansion is expected to unleash
significant momentum, reinforcing
industrial modernization and
creating new opportunities across the
economy.
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Al Investment (Jan—-Apr 2025) — Traditional Sector Applications Poised to Grow

Under Policy Support

o=

F

Autonomous driving

Al Infrastructure &
Ecosystem Applications

Traditional industry
applications

Industrial Robots Installations

100%
80%
60%
40%

- I I I
0%

2014 2016 2018
m China

Robotics

Hardware and technology

2020 2022 2024
Rest of World

China’s Energy Consumption by Sector — Industrial sector in Focus for

Decarbonization

I

80%

60%

40%

20%

0%
2000

2005

2010

= |Industry
Residential
Agriculture and forestry
Others

Source: IEA Data Services

2015 2020

= Transport
Commercial and Public Services
Fishing

= Non-energy use

PwC 16

Policy support will concentrate on

two main avenues:

Digital productivity gains:
Initiatives such as “Al Plus” are
set to receive a policy boost,
accelerating the embedding of Al,
IoT, and smart manufacturing
into traditional sectors. Evidence
of this shift toward smart
manufacturing is already visible:
in 2024, China accounted for 54%
of global industrial robot
installations, with adoption
expanding beyond autos and
electronics into general industry.

Green decarbonization gains:
Industry accounts for over 48% of
energy consumption and 24% of
CO2 emissions, compared with
15.6% and 9.4% respectively for
the transport sector. Policy signals
point to renewed support for
industrial decarbonization, with
early gains in transport now
expected to extend across heavy
industry.
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Theme 2: Strategic Emerging Sectors and Core

Tech Breakthroughs

Policy Signal

The 15th FYP places emerging
and future industries—including
quantum, biotechnology, and
embodied intelligence—at the
heart of industrial
modernization. At the same time,
policymakers underscore the
need for breakthroughs in
foundational technologies such
as semiconductors and advanced
materials, where China continues
to face external constraints from
export controls and geopolitical
frictions.

China is playing to its comparative
strengths enabled by a deeply
integrated supply chain ecosystem.
The ambition is to replicate its
success in electric vehicles, batteries,
and solar panels—sectors where it
has already achieved global
leadership—across a wider set of
strategic industries. These are now
positioned as new growth drivers,
replacing infrastructure and
property, which are increasingly
constrained by debt and policy
tightening.

The NDRC projects that the
combined scale of emerging and
future industries over the next
decade could be equivalent to
building another high tech industrial
base. Under the 15th FYP proposals,
China will foster new strategic
clusters in areas such as new energy,
advanced materials, aerospace, and
the low altitude economy, with the
goal of creating trillion yuan level
markets.

Meanwhile, the renewed push for
technological self sufficiency is a
direct response to geopolitical
challenges, including export controls
and restricted access to advanced
technologies. The emphasis is on self
reliant innovation: building domestic
capabilities in critical technologies to
secure long term resilience.

To achieve this, mobilizing private
investment will be essential. While
companies such as DeepSeek
showecase the potential for
leapfrogging in Al, the private
sector’s share of total fixed asset
investment declined from 56% in
2018 to 50% in 2024. The
recommendations pledge to
reinvigorate private capital through
the use of government funds and to
strengthen support for private
enterprises, including SMEs.
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China's Modernization Agenda: Balancing Traditional Industries and Future Frontiers

Mining New Energy Quantum Technology Integrated Circuits
Metallurgy New Materials Biomanufacturing Industrial Machine Tools
Chemicals Aerospace Hydrogen Energy High-End Instruments
Light Industry Low-Altitude Economy Nuclear Fusion Energy Foundational Software
Textiles Brain-Computer Interfaces Advanced Materials
Machinery Embodied Intelligence Biomanufacturing
Shipping 6G Mobile Communications

Construction

The Rise of the “Three New” Economy
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Theme 3: Unified Market and Anti-Involution

Policy Signal

First raised in this year’s
Government Work Report, the
15th FYP recommendations
reiterate the need to curb “rat
race competition” through
holistic measures. These include
tightening rules for market
access and exit, encouraging
mergers and reorganizations,
and regulating the economic
promotion activities of local
governments. The plan also
highlights the importance of
“effective investment” that
generates healthy returns,
particularly in relation to
government investment funds.

China’s industrial policy has
mobilized national and local
resources to drive investment at
speed and scale. Yet insufficient
regional coordination risks
duplicated projects and the build-up
of overcapacity before demand
materializes. Excessive
competition—what policymakers
term involution—could trigger a
vicious cycle of low utilization, price
cuts, and diminished innovation. At

/1)7

the recent Central Economic Work
Conference, President Xi reiterated
that economic work must be tailored
to local conditions—a principle
critical to curbing wasteful
competition and fostering innovation.

Even strategic emerging sectors are
not immune. Rapid, large scale
investment has led to overcrowding.
The EV industry alone counts around
130 manufacturers, sparking price
wars and margin pressure even for
leaders such as BYD, which predicts
that up to 100 companies may
eventually be forced out. Reflecting
these dynamics, EVs have been
removed from the emerging sector
list in the 15th FYP.

Overcapacity in these sectors is likely
to trigger industry consolidation,
creating opportunities in M&A and
restructuring. Unlike the supply-side
reforms of 2016, most firms in
involution-prone sectors today are
private, making coordination more
challenging. Ultimately, capacity
reductions will need to follow a
market-oriented path to rebalance
supply and demand.
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Capacity Utilization Trends Lower
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Theme 4: Domestic Consumption

Policy Signal

The 15th FYP places greater
emphasis on expanding domestic
demand and investing in people
as drivers of long term growth.
Policymakers have pledged “a
notable increase in household
consumption as a share of
GDP”—a key metric for tracking
progress on rebalancing.
Supporting measures include
stronger social safety nets,
improved childcare and eldercare
systems, and continued
consumption upgrading. Real
estate has been newly classified
under “people’s wellbeing,”
underscoring its role in
household wealth and spending.

China accounts for nearly 30% of
global manufacturing output but only
around 13% of global household
consumption. Even before the latest
round of US tariffs, protectionist
sentiment was rising worldwide, with
China facing a record 160 trade
investigations in 2024.

Domestic final consumption
contributed 55.7% of GDP in 2023,
compared with more than 70% in
most advanced economies. Unlocking
this potential requires structural
reform. The policy focus on
“investing in people”—through
healthcare, pensions, and family

support—aims to reduce
precautionary saving and strengthen
household confidence.
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Exports Re-Emerge as a Key Growth Driver Real estate’s reclassification under
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“people’s wellbeing” reflects its
outsized role in household balance
sheets. Housing remains the largest
component of household wealth, and
the ongoing property correction has
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weighing on consumer sentiment.
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Theme 5: Inbound and Outbound Investment

Policy Signal

The 15th FYP highlights two
parallel priorities: attracting
inbound investment into high
tech, advanced manufacturing
and newly opened service
sectors, while guiding outbound
expansion in an orderly manner.
Foreign companies are expected
to gain easier access to China’s
service industries, with the
negative list for foreign
investment likely to be
shortened. On outbound
investment, the emphasis on
“integrated development of trade
and investment” signals stronger
policy support for projects that
reinforce intermediate goods
exports and advance China’s
move up the value chain. The
recommendations also spotlight
opportunities in services trade
and digital trade. Policymakers
acknowledge the challenges
inherent in cross border data
flows and have pledged to ensure
“efficient, convenient, and safe”
data transfer for foreign

companies.

Inbound FDI mirrors China’s
ongoing economic transition toward
high-tech industries. The share of
high-tech FDI in total inflows has
risen consistently, increasing from
28% in 2019 to 37% in 2024. Foreign
firms are capitalizing on China’s deep
talent pool and sophisticated
technology supply chains, while the
country’s vast domestic market
continues to serve as a major
attraction. Policymakers are expected
to further liberalize service
industries—including healthcare,
finance, and consumer services—to
encourage new foreign participation.
Between January and October 2025,
the number of newly established
foreign-invested enterprises
expanded by 14.7%, even as overall
FDI inflows fell 10.3% year-on-year.
This divergence underscores a
structural shift away from heavy
industry toward research-driven and
service-oriented sectors.
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China’s Outbound Investment: Accelerating with Policy Guardrails
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Outbound investment is undergoing
transformation. The 15th Five-Year
Plan (FYP) channels capital into
export-oriented sectors, notably
machinery and components. These
investments are expected to benefit
from sustained policy support, as
they fit squarely within China’s
broader policy objective of
reinforcing external demand while
driving growth in strategic
industries. Intermediate goods
already account for 47.4% of China’s
exports, underscoring the country’s
continued ascent along the global
value chain. At the same time,
policymakers emphasize the
“orderly” expansion of outbound
investment—reflecting measured
support consistent with
commitments to safeguard
manufacturing’s central role in the
economy. Belt and Road Initiative
(BRI) and Regional Comprehensive
Economic Partnership (RCEP)
member countries remain priority
destinations, underpinned by strong
policy endorsement.
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Conclusion

China is undergoing a profound
transition, where headline figures
capture only part of the picture.
Beneath the surface, opportunities
and challenges are unfolding in
tandem, demanding more granular
analysis to distinguish cyclical shifts
from structural change. Policy
priorities—from safeguarding
manufacturing’s role to advancing
strategic industries—are reshaping
the investment landscape, while
external dynamics such as global

demand and regional partnerships
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add further complexity. For
businesses and investors, this
environment requires not only
vigilance but also agility: risks must
be assessed in context, and where
possible, converted into drivers of
growth. In this context, the released
recommendations for the 15th FYP
will guide national and local
governments as they prepare their
own plans, with final details to be
unveiled in March at the annual
meeting of China’s top legislature.
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