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GBA - Survey shows recovery from tariff shock

¢ Q3 GBAIl indices rose to multi-year high levels, likely supported by reduced external uncertainty
e Recovery in manufacturing and trading, and financial services activity boosted Hong Kong performance
o Nearly two-thirds of respondents indicated no impact from excessive domestic competition

Growing optimism

Our GBA Business Confidence Index (GBAI), based on quarterly surveys of over 1,000  Hunter Chan

companies operating in the Guangdong-Hong Kong-Macau Greater Bay Area (GBA) ;iifefsér?a?\gic com

and conducted in collaboration with the Hong Kong Trade Development Council  gconomist, Greater China
(HKTDC), showed a g/q acceleration in business activity in Q3 following a moderate  Standard Chartered Bank (HK) Limited
setback in Q2 after the Liberation Day shock. The ‘current performance’ index for Shuang Ding

business activity edged up to a four-year high of 54.7 from 53.1 in Q2. In addition, the +852 3843 0822

‘expectations’ index rose to a two-year high of 55.7 in Q3, suggesting a broad-based  Shuang.Ding@sc.com
recovery in business confidence. Head, GCNA, Economics Research, Regional
Research

External uncertainty appears to have diminished following the implementation of ~ Standard Chartered Bank (HK) Limited
reciprocal tariffs by the US and the extension of the US-China trade truce, bolstering

manufacturing and trading activity. Additionally, the financial services sector registered

the largest g/q increase in the headline index among all sectors, likely benefiting from

the buoyant equity market. Specifically, these improvements led to both the current

and the expectations sub-indices returning to an above-50 level in Hong Kong.

Companies reported higher prices and improved profits compared to Q2, with
expectations of a further uptick. This trend partly reflects strengthened efforts by the
government and industry associations since July to manage excessive competition.
The vast majority (nearly two-thirds) of respondents revealed that they have not been
impacted by 'involution'. However, most expressed increased caution towards
expanding their domestic business. To address the challenges, companies have
adopted a variety of strategies, including enhancing product quality, strengthening
brand building, and improving cost control.

Figure 1: GBAI business index and its sub-components Figure 2: ‘Current performance’ vs ‘expectations’ indices
70 ~ = GBAI business index — current performance
60 = GBAI business index — expectations
Business index 547 53.1 535 | 557 52.0 543 50 -
1. Production/sales 585 57.1 529 59.8 545 57.1 40
2. New orders 575 495 526 57.0 521 546 20
3. Capacity utilisation 49.0 50.3 525 | 514 510 510
4. Raw material inventory 523 544 543 | 525 51.1 53.2 20
o PHEES G lTEEe 588 547 590 | 563 5.7 565 10 -
goods/services
6. Fixed asset investment 56.7 548 528 | 55.7 515 521 0 -
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7. Financing scale 50.4 50.2 517 | 523 47.6 527 S99 938889899888883838888888
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8. Profit 546 533 522 | 60.7 568 57.4 8583358835383 835383835358335388
Source: HKTDC, Standard Chartered Research Source: HKTDC, Standard Chartered Research
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External environment turned
relatively stable, with tariff
uncertainty becoming a reality

Reduced uncertainty

Both our ‘current performance’ and ‘expectations’ sub-indices for business activity
rebounded in Q3-2025 after a moderation in Q2-2025. During our survey period (early
August to early September), the US imposed reciprocal tariffs, extended the trade truce
with China by another 90 days to November, and reached multiple trade agreements
with major trading partners. With tariff uncertainty fading, the overall external
environment became relatively stable, supporting a g/q recovery in business
sentiment. Front-loading trade activity appeared to have continued, with computers
and semiconductor products remaining exempt from the additional tariffs. Sustained
dialogue between China and the US, along with the prospect of a summit between
their leaders, has helped anchor expectations.

We list below the detailed Q3-2025 survey findings:

e Current performance picked up on demand recovery: Our GBAI current
performance index for business activity edged up 1.7pts to 54.7 in Q3, the
highest reading since Q2-2021. Demand improved broadly, with the ‘new
orders’ sub-index rebounding sharply to 57.5 in Q3 from 49.5 in Q2, returning
to an above-50 level. ‘New export orders’ also rose to an expansionary level.
As such, ‘production/sales’ climbed higher by 1.3pts to 58.5. The push for
orderly competition has driven corporates to adopt self-disciplinary measures
in managing capacity and prices. The ‘finished goods/services prices’ sub-
index edged up 4.1pts, while ‘capacity utilisation’ fell 1.3pts. Other positive
factors include ‘fixed asset investment’ (+1.9pts) and ‘profits’ (+1.3pts),
offsetting the decline in ‘raw material inventory’ (-2pts).

e Expectations improved amid the extension of the trade truce and
continued trade talks: The GBAI expectations index for business activity
recovered to 55.7 in Q3 after falling to more than a two-year low reading of
52.0 in Q2. The ‘new export orders’ expectations sub-index jumped
noticeably, indicating respondents expected external demand to improve
amid the ongoing China-US trade talks. The recovery in sentiment was broad-
based, according to the survey, with all sub-indices picking up from Q2, led
by ‘production/sales’ (+5.3pts) and ‘new orders’ (+5pts). Investment appetite
appears to have picked up (+4.2pts) along with increased financing scale
expectations (+4.8pts), supported by a better profit outlook (+3.9pts).

e Credit and liquidity conditions tightened in Q3: The current performance
index for credit picked up 0.2pts from Q2 to 49.5 in Q3, mainly thanks to a
jump in the ‘non-bank financing cost’ sub-index (+4.3pts). The above-50

Figure 3: Credit and liquidity tightened further, while expectations improved
Five sub-components of our GBAI credit indices — current vs expectations

Credit index 49.5 49.3 48.8 50.2 48.7 49.7
1. Bank financing costs * 47.4 47.6 425 47.7 47.2 45.4
2. Non-bank financing costs * 51.8 47.5 51.1 49.6 48.0 51.6
3. Banks’ attitude towards lending 49.6 51.8 51.9 50.2 51.0 48.6
4. Surplus cash 50.0 50.4 48.3 50.5 48.7 53.7
5. Receivables turnover 48.9 49.3 50.3 53.2 48.6 49.1

Index above 50 indicates lower cost; Source: HKTDC, Standard Chartered Research
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Stock market recovery appears to
have supported financial services

reading suggests lower funding costs from non-bank financial institutions in
Q3. Meanwhile, all other current sub-indices dropped in Q3. Respondents
suggested that while bank financing remains high, banks have become
relatively more prudent towards lending compared to Q2, with the scores for
‘banks’ attitude towards lending’ and ‘bank financing costs’ falling by 2.2 and
0.2 points, respectively, to readings below the 50 mark. In addition, liquidity
conditions tightened modestly in Q3 compared to Q2, with current sub-indices
for ‘surplus cash’ and ‘receivables turnover’ both falling 0.4pts.

The expectations index for credit rebounded 1.5pts to 50.2, the first above-50
reading since Q3-2024, mainly due to improved liquidity expectations.
Expectations for ‘receivables turnover’ and ‘cash surplus’ jumped 4.6pts and
1.8pts, respectively. While expectations on ‘banks’ attitude towards lending’
dropped, the sub-index stayed above 50, hinting at still-benign expectations.

Manufacturing stayed resilient; financial services reported a sharp
improvement: By industry, the current performance score for our
manufacturing and trading respondents edged up to 54.6 in Q3 from 52.7 in
Q2, as demand and prices picked up, partly due to persistent front-loading
trade activity and the anti-involution campaign. Sentiment remained positive
among manufacturing and trading GBA companies, with all expectations sub-
indices rising.

‘Financial services’ appears to have benefited from the recovery in the equity
market. The current and expectations scores jumped 7.9pts and 10.2pts,
respectively, returning to above-50 levels after retreating in Q2. In addition,
‘retail and wholesale’ recorded a g/q recovery with both current performance
(+1.3pts) and expectations (+2.8pts) scores rising amid an improvement in
new orders, after having eased in Q2.

Figure 4: GBAI business sub-indices by sector

Manufacturing and trading 54.6 52.7 53.1 56.1 52.0 54.1
Retail and wholesale 55.8 54.4 55.4 54.3 51.5 55.6
Financial services 54.5 46.6 54.0 56.5 46.3 53.6
Professional services 48.6 51.6 55.7 50.3 49.7 55.8
Innovation and technology 58.1 62.6 56.3 54.6 61.3 55.8

Source: HKTDC, Standard Chartered Research

Figure 5: GBAI business sub-indices by city

Hong Kong 52.2 43.7 53.5 53.6 46.4 56.9
Guangzhou 52.7 51.0 60.3 54.1 51.7 58.0
Shenzhen 56.7 52.0 49.2 58.9 51.9 52.5
Foshan 59.3 54.7 57.6 60.6 52.8 52.5
Dongguan 53.5 64.5 55.2 51.5 57.5 55.6
Macau and other cities 51.0 56.7 54.9 49.3 52.9 54.5

Source: HKTDC, Standard Chartered Research
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Key indices rebounded to above 50
for Hong Kong

Nearly two-thirds of respondents
indicated no impact from involution

Plans to expand domestic business
continue

While both current and expectations scores for ‘innovation and technology’
fell in Q3, the readings stayed high at 58.1 and 54.6, respectively, suggesting
a normalisation from Q2’s surge; sentiment remains positive amid rapid Al
development.

e Hong Kong rebounded, Shenzhen accelerated: Hong Kong saw a
substantial recovery in the current and expectations sub-indices in Q3, edging
up a respective 8.5pts and 7.3pts to 52.2 and 53.6. Manufacturing and trading
activity rebounded, benefiting from the continued front loading trade activity.
In addition, financial services activity picked up, thanks to strong IPO activity
and the stock market rally. While the retail and wholesale performance sub-
index improved, it remained at a low level, indicating persistent pressure.

Shenzhen and Foshan also recorded solid g/q activity acceleration in Q3 amid
improving demand. The new orders sub-indices for both rose by more than
double digits. The current performance index for Dongguan and other GBA
cities retreated, normalising from Q2’s outperformance.

Key takeaways from our thematic questions

China’s economy has been in deflation for over two years, gaining policy makers’
attention. At the Central Financial and Economic Affairs Commission meeting on 1 July
and the Politburo meeting on 30 July, President Xi urged the government to rectify
disorderly competition and manage capacity in key industries. With increasing
discussion and concern on ‘anti-involution’, our Q3 thematic questions examined the
impact of excessive competition on businesses, as well as the strategies that GBA
companies are adopting to address these challenges.

Gauging the impact of excessive domestic competition

The thematic questions revealed that a majority of respondents (63.5%) had not been
affected by excessive domestic competition, while 3.1% of respondents said they
benefited from it. About 29% reported a moderate impact and the remaining 5%
indicated a significant impact. This finding was mostly consistent across sectors and
cities.

Among those businesses affected by involution, over 70% saw a negative impact on
profit and sales, while only around 40% indicated disruptions on hiring and investment.
The result also applies across cities and sectors generally.

Plans to expand domestic business were not significantly affected
About half of the surveyed GBA companies plan to expand their domestic business in
the next 12 months. This echoes the national strategy of strengthening ‘internal
circulation’” amid rising external challenges. Among those with such plans, about 37%
indicated that excessive competition in the domestic market would not alter their
decision. 57% said they would be more cautious in expanding their domestic business,
while a mere 6% suggested that the impact of involution is likely to be significant,
hindering their expansion plans. By industry, more respondents in the ‘manufacturing
and trading’ and ‘financial services’ sectors plan to promote domestic sales.

Standard Chartered Global Research | 24 September 2025 4
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Handling the challenges from involution

Companies appear to be adopting a mix of strategies to deal with the impact of
involution; these include strengthening brand building and marketing efforts,
strengthening cost control and optimising inventory management, offering value-added
services and developing unique products, and improving product quality.

Multiple strategies to address the
challenges from involution

More than half of the respondents believe that government measures, including
drafting and revising rules and regulations to manage involutionary competition, are
effective. They also suggested a further strengthening of policy measures, such as
improving employment and income prospects, stabilising asset prices, and expanding

social welfare, which would help improve the involution situation.

Figure 6: Has your company's business been affected by
excessive competition among enterprises?
% of respondents

Figure 7: Which aspects of your business are affected?
% of respondents affected by excessive competition, including
positive impact

Benefited h 3.1%

Marginally negatively impacted

Significantly negatively impacted F 4.7%

T T T T T T T 1
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Investment 48.2%
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| 10.0% = No impact
Hiring h 52.6% ;
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9.8%
Sales = 18.4%
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Profit 14.9%
77.0%
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Source: HKTDC, Standard Chartered Research

Figure 8: How much of an impact will involution have on
plans to expand domestic sales in the next 12 months?
% of respondents

Source: HKTDC, Standard Chartered Research

Figure 9: What strategies have been adopted to deal with
the competition challenges
% of respondents

No impact 36.6%

Significant impact 6.3%

0% 20% 40% 60%

Brand building and marketing 36.3%
35.6%

29.7%

Cost control/Inventory management
Value-added services

Engage in price competition
Product uniqueness/Quality
E-commerce/New sales channels
Explore overseas markets

Automation/Digitalisation

2.0%

No specific answer
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Source: HKTDC, Standard Chartered Research
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Commission unless such securities are exempt under Section 9 of the SRC or the transaction is exempt under Section 10
thereof. SCB PH is regulated by the Bangko Sentral ng Pilipinas (BSP) (e-mail: consumeraffairs@bsp.gov.ph). Any complaint
in connection with any product or service of, or offered through, the Bank should be directed to the Bank’s Client Services
Group via e-mail at straight2bank.ph@sc.com (or any other contact information that the Bank may notify you from time to time).
Singapore: This document is being distributed in Singapore by Standard Chartered Bank (Singapore) Limited (UEN No.:
201224747C) only to Accredited Investors, Expert Investors or Institutional Investors, as defined in the Securities and Futures
Act, Chapter 289 of Singapore. Recipients in Singapore should contact Standard Chartered Bank (Singapore) Limited (as the
case may be) in relation to any matters arising from, or in connection with, this document. South Africa: Standard Chartered
Bank, Johannesburg Branch (“SCB Johannesburg Branch”) is a Registered Credit Provider in terms of the National Credit Act
34 of 2005 under registration number NCRCP4. Thailand: This document is intended to circulate only general information and
prepare exclusively for the benefit of Institutional Investors with the conditions and as defined in the Notifications of the Office
of the Securities and Exchange Commission relating to the exemption of investment advisory service, as amended and
supplemented from time to time. It is not intended to provide for the public. UAE: For residents of the UAE — Standard Chartered
Bank UAE does not provide financial analysis or consultation services in or into the UAE within the meaning of UAE Securities
and Commodities Authority Decision No. 48/r of 2008 concerning financial consultation and financial analysis. UAE (DIFC):
Standard Chartered Bank, Dubai International Financial Centre (SCB DIFC) having its offices at Dubai International Financial
Centre, Building 1, Gate Precinct, P.O. Box 999, Dubai, UAE is a branch of Standard Chartered Bank and is regulated by the
Dubai Financial Services Authority (‘“DFSA”). This document is intended for use only by Professional Clients and is not directed
at Retail Clients as defined by the DFSA Rulebook. In the DIFC we are authorized to provide financial services only to clients
who qualify as Professional Clients and Market Counterparties and not to Retail Clients. As a Professional Client you will not
be given the higher retail client protection and compensation rights and if you use your right to be classified as a Retail Client
we will be unable to provide financial services and products to you as we do not hold the required license to undertake such
activities. United Kingdom: SCB and or its affiliates is authorised in the United Kingdom by the Prudential Regulation Authority
(“PRA”) and regulated by the Financial Conduct Authority (“FCA”) and the PRA. This communication is directed at persons
SCB can categorise as Eligible Counterparties or Professional Clients (such persons being the target market of this
communication following SCB’s target market assessment) as defined by the FCA Handbook. In particular, this communication
is not directed at Retail Clients (as defined by the FCA Handbook) in the United Kingdom. Nothing in this communication
constitutes a personal recommendation or investment advice as defined by the FCA Handbook. United States: Except for any
documents relating to foreign exchange, FX or global FX, Rates or Commodities, distribution of this document in the United
States or to US persons is intended to be solely to major institutional investors as defined in Rule 15a-6(a)(2) under the US
Securities Exchange Act of 1934. All US persons that receive this document by their acceptance thereof represent and agree
that they are a major institutional investor and understand the risks involved in executing transactions in securities. Any US
recipient of this document wanting additional information or to effect any transaction in any security or financial instrument
mentioned herein, must do so by contacting a registered representative of Standard Chartered Securities North America, LLC,
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1095 Avenue of the Americas, New York, N.Y. 10036, US, tel + 1 212 667 0700. WE DO NOT OFFER OR SELL SECURITIES
TO U.S. PERSONS UNLESS EITHER (A) THOSE SECURITIES ARE REGISTERED FOR SALE WITH THE U.S. SECURITIES
AND EXCHANGE COMMISSION AND WITH ALL APPROPRIATE U.S. STATE AUTHORITIES; OR (B) THE SECURITIES OR
THE SPECIFIC TRANSACTION QUALIFY FOR AN EXEMPTION UNDER THE U.S. FEDERAL AND STATE SECURITIES
LAWS NOR DO WE OFFER OR SELL SECURITIES TO U.S. PERSONS UNLESS (i) WE, OUR AFFILIATED COMPANY AND
THE APPROPRIATE PERSONNEL ARE PROPERLY REGISTERED OR LICENSED TO CONDUCT BUSINESS; OR (ii) WE,
OUR AFFILIATED COMPANY AND THE APPROPRIATE PERSONNEL QUALIFY FOR EXEMPTIONS UNDER APPLICABLE
U.S. FEDERAL AND STATE LAWS. Any documents relating to foreign exchange, FX or global FX, Rates or Commodities to
US Persons, Guaranteed Affiliates, or Conduit Affiliates (as those terms are defined by any Commodity Futures Trading
Commission rule, interpretation, guidance, or other such publication) are intended to be distributed only to Eligible Contract
Participants are defined in Section 1a(18) of the Commodity Exchange Act. Zambia: Standard Chartered Bank Zambia Plc
(SCB Zambia) is licensed and registered as a commercial bank under the Banking and Financial Services Act Cap 387 of the
laws of Zambia and as a dealer under the Securities Act, No. 41 of 2016. SCB Zambia is regulated by the Bank of Zambia, the
Lusaka Stock Exchange and the Securities and Exchange Commission.

© 2025 Standard Chartered Bank. All rights reserved. Copyright in third party materials is acknowledged and is used under
licence. You may not reproduce or adapt any part of these materials for any purposes unless with express written approval from
Standard Chartered Bank.
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