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China PMiIs return to expansion
territory, signalling modest growth
uptick

China’s official manufacturing purchasing managers’ index rose back
into expansion territory at 50.1, while the non-manufacturing PMI
showed a surprising recovery to 50.2. The data suggests we will see a
modest uptick in economic activity in September
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As expected

Manufacturing PMI returns to expansionary territory

China's official manufacturing PMI data rose to 50.1 in September, coming in line with
expectations (market: 50.1, ING: 50.1). This was the first time in three months that this survey
has been above the 50-threshold demarcating expansion and contraction.
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Looking at the subindices, the production subindex rose to 51.7, the highest level of 2026. New
orders and new export orders both edged down 0.1pp to 50.5 and 50.0, respectively. The price
subindices also picked up amid higher tech and energy prices. The raw material price subindex
rose to a 5-month high of 60.8, and ex-factory prices rose to 54.0, also a 5-month-high.

The RatingDog manufacturing PMI, which uses a more export-oriented sample, unsurprisingly
looked a fair bit stronger than the official PMI, up to 52.1 from 51.5.

Overall, manufacturing has been a relative strength this year, though it has mostly been
driven by external demand as domestic consumption and investment lag. Measures
announced by the State Council earlier this week may help bridge that gap a bit by year-end.
But the divergence in China's economy remains clear.

Manufacturing PMI returns to expansion as production hits a
2026 high
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Non-manufacturing PMI beats expectations

The official non-manufacturing PMI rose to 50.2, comfortably beating expectations for a
smaller uptick (market: 49.2, ING: 49.2).

The subindices showed broad-based improvement in September. While still in contraction
territory, new orders and new export orders both picked up, rising to 46.5 and 48.5,
respectively. Business expectations rose to 55.5, which was the highest level since January.
The price-related subindices also rose, with input prices up to 52.5, the highest level since 2023.
Sales prices rose to 50.3, the first time they have been above 50 in three years.

The RatingDog services PMI also beat forecasts, rising to 51.6.


https://think.ing.com/snaps/chinas-state-council-meeting-suggests-more-policy-support-ahead/
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Non-manufacturing PMI surprisingly returned to expansion
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PMI data hints at a modest September recovery

The PMI data suggests that we will see a modest uptick in September's activity data when
it comes out in a few weeks. Along with more favourable base effects, this might be enough to
help third-quarter GDP recover from the 4.3% we saw in the second quarter.

The price subindices in today's data also suggest inflation could heat up a bit in upcoming
data. This should come as no surprise given higher energy prices as the Middle East conflict
drags on.

The State Council signalled more policy urgency, and the People’s Bank of China (PBOC) has
already expanded its suite of targeted policy easing measures. This includes a 25bp cut to the
pledged supplementary lending rate and expanded relending programmes. The Ministry of
Finance, PBOC, and National Financial Regulatory Administration also jointly announced

a mortgage interest subsidy of 1pp for eligible first-time homebuyers. Further policy support
measures are likely to be rolled out. They should help China meet this year's GDP target of
4.5-5.0%.

China's K-shaped divergence this year has been quite striking. While we expect resources to
continue to be funnelled into strategic priorities such as Al, tech self-reliance, and industrial
upgrading, efforts to address the lagging parts of the economy will be key to rebalancing and
achieving healthier and more sustainable growth.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING") solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to requlation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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