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Key takeaways: The Chinese data batch released overnight was a mixed bag 
but overall shows an economy that is becoming even more K-shaped as 
domestic demand and housing remains weak while exports have surged to 
above 30% growth. Q3 GDP growth at 4.5% y/y is back in the 4½-5% 
government target range supported by public investment projects. I expect 
more of the same in the coming quarters with infrastructure investments in the 
‘six networks’ playing stronger role on top of robust exports while domestic 
demand will likely remain subdued in 2027 as well. China’s long-term transition 
to a high-tech and consumer driven economy is still ongoing but currently 
missing the consumer leg, to a large degree due to the continued housing crisis.  

Details 

GDP growth in Q3 was 4.5% y/y up from 4.3% y/y in Q2. It puts it back in the 
target range for the government, but it hides over a highly imbalanced 
economy with the continued K-shape that is only getting more pronounced.  

Retail sales of goods increased from 0.4% y/y to 1.1% y/y while retail sales of 
services rose from 4.9% y/y to 5.0% y/y. Household spending of goods is still 
the weak link in Chinese demand growth.  

Housing data was a mixed bag. Home sales fell back in September (chart 2) 
leaving the trend broadly sideways to slightly lower, highlighting weak 
confidence still. Property investments showed a further decline from -19.9% 
y/y ytd to -20.6% y/y ytd. On a more positive note, home prices declined at a 
slower rate in September with new home prices down only 0.11% m/m, the 
smallest rate of decline in 1½ years. It provides some hope that the overhang 
of empty housing is coming down, at least in the tier-1 cities. My baseline is 
still a stabilisation in home prices during 2027, but risks are skewed to the 
downside.  

Industrial production was solid again with the growth rate rising to 5.5% y/y  
from 5.2% y/y. Production is underpinned by the strong exports (chart 14) and 
infrastructure investments in the ‘six networks’.  

Investments dropped again at a -7.2% y/y ytd rate pulled lower by the sharp 
decline in property investments still, but private manufacturing investments 
are also in decline (chart 9).  

The official unemployment rate dropped to 5.2% from 5.3%, but it is not a 
good indicator for the state of the labour market. Surveys from PMI and CKGSB 
still point to weak employment demand.  
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China Flash 
K-shaped economy even more pronounced 

 

Chart 1: Goods consumption remains 
weak, services doing better 

 

Source:  Macrobond, NBS, Danske Bank 

 
 

Chart 2: Home sales still at low levels 
signalling weak confidence still 

 

Source:  Macrobond, NBS, Danske Bank 
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Chart 3: Retail sales of goods broadly sideways for 1½ years 
now 

 Chart 4: Weak employment and low consumer spending go 
hand-in-hand 

 

 

 

Source: Macrobond, NBS, Danske Bank  Source: Macrobond, NBS, Danske Bank 

 

Chart 5: The correction in the housing market has come far  Chart 6:  Home prices fall at lower rate 

 

 

 

Source: Macrobond, NBS, Danske Bank  Source: Macrobond, NBS, Danske Bank 

 

Chart 7: Industrial production growing at robust rate lifted 
by tech and exports 

 Chart 8:  Production of robots and microchips growing 
around 25% 

 

 

 

Source: Macrobond, NBS, Danske Bank  Source: Macrobond, NBS, Danske Bank 

 



 
 

 

3 |     19 October 2026 https://research.danskebank.com 
 

  

  

Chart 9: Property investments the weak link but private 
manufacturing investments also falling 

 Chart 10: Credit impulse negative but no longer a good 
activity indicator as economic structure has changed 

 

 

 

Source: Macrobond, NBS, Danske Bank  Source: Macrobond, NBS, Danske Bank 

 

Chart 11: Official unemployment rate low but poor indicator 
of employment demand 

 Chart 12: Youth unemployment higher again following new 
batch of graduates  

 

 

 

Source: Macrobond, NBS, Danske Bank  Source: Macrobond, NBS, Danske Bank 

 

Chart 13: Employment demand remains weak according to 
CKGSB survey 

 Chart 14: Export growth even stronger lately, partly lifted by 
rising chips and electronics prices 

 

 

 

Source: Macrobond, CKGSB, Danske Bank  Source: Macrobond, NBS, Danske Bank 
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Disclosures 
This research report has been prepared by Danske Bank A/S (‘Danske Bank’). The author of this research report is Allan von Mehren, Chief Analyst. 

Analyst certification 

Each research analyst responsible for the content of this research report certifies that the views expressed in the research report accurately reflect the research 
analyst’s personal view about the financial instruments and issuers covered by the research report. Each responsible research analyst further certifies that no part of 
the compensation of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed in the research report. 

Regulation 

Danske Bank is authorised and regulated by the Danish Financial Services Authority (Finanstilsynet). Danske Bank is authorised by the Prudential Regulation Authority 
in the UK. Subject to regulation by the Financial Conduct Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation 
by the Prudential Regulation Authority are available from us on request. 

Danske Bank’s research reports are prepared in accordance with the recommendations of Capital Market Denmark. 

Conflicts of interest 

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality research based on research objectivity and 
independence. These procedures are documented in Danske Bank’s research policies. Employees within Danske Bank’s Research Departments have been instructed 
that any request that might impair the objectivity and independence of research shall be referred to Research Management and the Compliance Department. Danske 
Bank’s Research Departments are organised independently from, and do not report to, other business areas within Danske Bank.  

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses 
or other remuneration linked to specific corporate finance or debt capital transactions. 

Financial models and/or methodology used in this research report 

Calculations and presentations in this research report are based on standard econometric tools and methodology as well as publicly available statistics for each 
individual security, issuer and/or country. Documentation can be obtained from the authors on request. 

Risk warning 

Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis of relevant assumptions, are stated throughout the 
text. 

Expected updates 

Ad hoc 

Date of first publication 

See the front page of this research report for the date of first publication. 

General disclaimer 
This research has been prepared by Danske Bank A/S. It is provided for informational purposes only and should not be considered investment, legal or tax advice. It does 
not constitute or form part of, and shall under no circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial 
instruments (i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned herein and/or options, warrants, rights or other interests 
with respect to any such financial instruments) (‘Relevant Financial Instruments’). 

This research report has been prepared independently and solely on the basis of publicly available information that Danske Bank A/S considers to be reliable but Danske 
Bank A/S has not independently verified the contents hereof. While reasonable care has been taken to ensure that its contents are not untrue or misleading, no 
representation or warranty, express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy, completeness or reasonableness of the 
information, opinions and projections contained in this research report and Danske Bank A/S, its affiliates and subsidiaries accept no liability whatsoever for any direct 
or consequential loss, including without limitation any loss of profits, arising from reliance on this research report. 

The opinions expressed herein are the opinions of the research analysts and reflect their opinion as of the date hereof. These opinions are subject to change and Danske 
Bank A/S does not undertake to notify any recipient of this research report of any such change nor of any other changes related to the information provided in this 
research report. 

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom (see separate disclaimer below) and retail customers in 
the European Economic Area as defined by Directive 2014/65/EU. 

This research report is protected by copyright and is intended solely for the designated addressee. It may not be reproduced or distributed, in whole or in part, by any 
recipient for any purpose without Danske Bank A/S’s prior written consent. 

Disclaimer related to distribution in the United States 
This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets Inc., a U.S. registered broker-dealer and subsidiary of 
Danske Bank A/S, pursuant to SEC Rule 15a-6 and related interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for 
distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske Markets Inc. accepts responsibility for this research report in 
connection with distribution in the United States solely to ‘U.S. institutional investors’. 

Danske Bank A/S is not subject to U.S. rules with regard to the preparation of research reports and the independence of research analysts. In addition, the research 
analysts of Danske Bank A/S who have prepared this research report are not registered or qualified as research analysts with the New York Stock Exchange or Financial 
Industry Regulatory Authority but satisfy the applicable requirements of a non-U.S. jurisdiction. 

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument may do so only by contacting Danske Markets Inc. 
directly and should be aware that investing in non-U.S. financial instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered 
with the U.S. Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S. Securities and Exchange Commission. 
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Disclaimer related to distribution in the United Kingdom 
In the United Kingdom, this document is for distribution only to (I) persons who have professional experience in matters relating to investments falling within article 19(5) 
of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (the ‘Order’); (II) high net worth entities falling within article 49(2)(a) to (d) of the Order; 
or (III) persons who are an elective professional client or a per se professional client under Chapter 3 of the FCA Conduct of Business Sourcebook (all such persons 
together being referred to as ‘Relevant Persons’). In the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely on 
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Disclaimer related to distribution in the European Economic Area 
This document is being distributed to and is directed only at persons in member states of the European Economic Area (‘EEA’) who are ‘Qualified Investors’ within the 
meaning of Article 2(e) of the Prospectus Regulation (Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be deemed 
to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to have represented and agreed that it has not received this 
document on behalf of persons in the EEA other than Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the 
investor has authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the truth and accuracy of the foregoing representations and 
agreements. Any person in the EEA who is not a Qualified Investor should not act or rely on this document or any of its contents. 
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