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GBA - Waiting for the spring

Mixed performance across sectors and cities

Our GBA Business Confidence Index (GBAI), based on quarterly surveys of over 1,000
companies operating in the Guangdong-Hong Kong-Macau Greater Bay Area (GBA)
and conducted in collaboration with the Hong Kong Trade Development Council
(HKTDC), showed a g/q weakening of business activity and sentiment in Q4-2025. The
‘current performance’ index for business activity retreated 4.4pts to 50.3. While sub-
indices like new orders, investment and profits falling below 50, production/sales and
output prices continued to stay above 50. The ‘expectations’ index dropped 4.7pts to
51, mainly dragged down by a more cautious investment, financing and capacity
utilisation outlook. That said, the ‘expectations’ sub-indices for production/sales, new
orders and profits stayed in expansionary territory.

The headline index for retail sales & wholesale, and professional services edged up to
55.1 and 55.3, respectively, while that for manufacturing & trading and financial
services fell below 50. Hong Kong outperformed and led the other GBA cities, with the
headline index rising to 54.9. The current performance and expectations sub-indices
for business activity and credit picked up. Meanwhile, Shenzhen and Foshan’s
headline index fell into contractionary territory, partly due to a normalisation from the
Q3-2025 jump.

Our thematic findings show that nearly 55% of surveyed GBA companies are interested
in expanding their business in the Middle East, mainly in the UAE and Saudi Arabia,
with some having already established businesses there. Nearly all respondents believe
professional services from Hong Kong are needed to assist in business expansion.

GBAI indices remained in expansionary zone in Q4-2025, despite weaker demand and investment appetite
Expectations sub-indices for production/sales, new orders and profits stayed above 50

Professional services and retail and wholesale outperformed; Hong Kong recorded further improvement
Nearly 55% of respondents expressed interest in expanding their business in the Middle East
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Figure 1: GBAI business index and its sub-components Figure 2: ‘Current performance’ vs ‘expectations’ indices
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Above-50 readings indicate q/q
improvement

Expectations turned weaker

Our survey was conducted from mid-November to mid-December, gauging activity
towards year-end and overall sentiment entering 2026. A lot of events took place
between this survey and the last survey conducted in late Q3-2025 — the US-China
trade deal after tensions re-escalated in early October, the release of proposals for
China’s 15™ Five Year Plan (FYP), the 2025 Hong Kong Policy Address, and the
conclusion of the China Economic Work Conference (CEWC). The ‘current
performance’ and ‘expectations’ sub-indices for business activity retreated in Q4-2025
after a rebound in Q3-2025. However, both indices stayed in expansionary territory
despite falling from Q3, indicating a still-stable outlook among GBA corporates.

We list below the detailed Q4-2025 survey findings:

e Current performance fell below 50 for some sub-indices: Our GBAI current
performance index for business activity edged down to 50.3 in Q4-2025 after
reaching a two-year high of 54.7 in Q3-2025, partly due to normalisation. The
‘production/sales’ sub-index dropped to 53.3, albeit remaining above 50,
indicating g/q expansion. Meanwhile, demand weakened, with the ‘new orders’
and ‘new export orders’ sub-indices falling below 50, likely reflecting a fading front-
loading boost. Investment appetite fell from the prior quarter, with the ‘fixed asset
investment’ and ‘financing scale’ sub-indices edging down into contractionary
territory, partly due to a decline in ‘profits’. This is in line with subdued growth in
loans and a monthly decline in fixed asset investment (FAI) in Chinese Mainland.
Meanwhile, the “finished goods/services price’ sub-index stayed high at 56.7.

e Expectations remained relatively positive: The GBAI expectations index for
business activity dropped to 51 in Q4-2025 after a recovery in Q3. However, its
above-50 reading indicates still-steady expectations among GBA corporates. The
expectations sub-indices for ‘production/sales’, ‘new orders’ and ‘profits’ remained
in expansionary territory in Q4-2025, suggesting positive sentiment on the
domestic demand outlook for Q1-2026. Meanwhile, surveyed GBA companies
expected ‘financing scale’ to fall and turned more cautious on financing and
investment, likely due to persistent external uncertainty.

e Credit and liquidity conditions tightened further in Q4-2025: The current
performance index for credit edged down to 48.7 after a modest improvement in
Q3. Respondents said access to bank lending had become difficult compared to
Q3. The sub-index for ‘banks’ attitude towards lending’ dropped 2.7pts to 46.9,
one of the key drags on the headline credit index. Bank financing costs continued
to pick up, albeit at a slower pace than Q3, with its sub-index rising 2.2pts to 49.6.

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

Credit index 48.7 49.5 49.3 48.4 50.2 48.7
1. Bank financing cost * 49.6 47.4 47.6 48.3 47.7 47.2
2. Non-bank financing cost * 53.4 51.8 47.5 53.2 49.6 48.0
3. Banks’ attitude towards lending 46.9 49.6 51.8 47.6 50.2 51.0
4. Surplus cash 47.2 50.0 50.4 47.4 50.5 48.7
5. Receivables turnover 46.5 48.9 49.3 45.7 53.2 48.6

Index above 50 indicates lower cost; Source: HKTDC, Standard Chartered Research
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In contrast, funding costs from non-bank financial institutions dropped further, with
its sub-index edging up above 50. Liquidity conditions deteriorated in Q4-2025,
with ‘surplus cash’ and ‘receivables turnover’ dropping deeper into contractionary
territory.

Surveyed GBA companies expect credit and liquidity conditions to tighten
further in Q1-2026. The sub-indices for ‘banks’ attitude towards lending’, ‘surplus
cash’ and ‘receivables turnover’ all retreated into contractionary territory.
Meanwhile, respondents expect financing costs from non-bank financial
institutions to fall further from Q4-2025.

Sectoral performance and expectations were mixed. The current performance
and expectations sub-indices for ‘retail and wholesale’ both edged up to 57.4 and
57.9, respectively, following an uptick in the prior quarter, hinting at improving
private consumption and a boost from the holidays. In addition, the current
performance sub-index for ‘professional services’ rebounded sharply to 59.2 in
Q4-2025 after falling to 48.6 in Q3-2025 and the expectations sub-index rose to
56.8.

Meanwhile, the current performance and expectations sub-indices for
‘manufacturing and trading’ and financial services’ fell into contractionary territory,
indicating weakening sentiment on a g/q basis. Fading front-loaded activity and a
normalisation from active financial market activity in Q3-2025 were likely the
reasons. While the current performance sub-index for ‘innovation and technology’
stayed in expansionary territory, the expectations sub-index fell below 50.

Credit conditions improved among all sectors except 'manufacturing and trading’,
with the sub-index falling deeper into contractionary territory. Notably, the credit
expectations sub-index for ‘financial services’, ‘professional services’ and
‘innovation and technology’ edged up to above 50.

Figure 4: GBAI business sub-indices by sector

Manufacturing and trading 49.0 54.6 52.7 49.9 56.1 52.0
Retail and wholesale 57.4 55.8 54.4 57.9 54.3 51.5
Financial services 48.2 54.5 46.6 47.8 56.5 46.3
Professional services 59.2 48.6 51.6 56.8 50.3 49.7
Innovation and technology 51.0 58.1 62.6 48.4 54.6 61.3

Source: HKTDC, Standard Chartered Research

Figure 5: GBAI business sub-indices by city

Hong Kong 57.9 52.2 43.7 55.4 53.6 46.4
Guangzhou 55.6 52.7 51.0 55.6 54.1 51.7
Shenzhen 47.1 56.7 52.0 47.8 58.9 51.9
Foshan 47.2 59.3 54.7 49.5 60.6 52.8
Dongguan 52.3 53.5 64.5 57.8 51.5 57.5
Macau and other cities 47.4 51.0 56.7 48.1 49.3 52.9

Source: HKTDC, Standard Chartered Research
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Hong Kong extended its Q3 recovery into Q4 and likely in Q1-2026. Both the
current performance and the expectations sub-indices edged up to 57.9 and 55.4,
respectively, reflecting recovering growth momentum. A rebound in sentiment
for ’retail and wholesale’ and ‘professional services’ was the key driver.
Guangzhou also recorded a better outcome compared to the prior survey. In
addition, sentiment among companies in Dongguan remained solid. Meanwhile,
Shenzhen and Foshan’s indices retreated, falling below 50, mainly dragged down
by ‘manufacturing and trading’ performance, partly due to a normalisation from
the Q3 rebound.

Key takeaways from our thematic questions

Exploring new markets is one of the key strategies for companies to tap new demand
and diversify external risks. While ASEAN countries remain the top destinations for
overseas expansion, interest in entering Middle Eastern markets appears to have
risen. Our thematic questions aimed to gauge GBA companies’ interest in expanding
into the Middle East, their considerations, sectors of interest and obstacles.

We list our key findings below

Standard Chartered Global Research | 28 January 2026

Over 50% (54.8%) of respondents are interested in exploring Middle Eastern
markets. Among them, around 11% have already conducted business there and
about 41% already have business plans.

Boosting sales ranks as the top reason (66%) for respondents considering
entering the Middle East. Profitability, investment opportunities, connectivity to
other markets and risk diversification are other reasons.

The UAE (53.9%) and Saudi Arabia (53.2%) are the top two Midde Eastern
markets that GBA corporates have started or plan to start a business.
Interestingly, more ‘manufacturing and trading’, ‘retail and wholesale” and
‘professional services’ respondents are interested in expanding business in the
UAE, while ‘innovation and technology’ and ‘financial services’ favour Saudi
Arabia. Bahrain has the lowest share of respondents having started or planning a
business (12.9%). Nearly 60% of the surveyed companies have already started
or are interested in expanding their sales business in the Middle East’s trading
and distribution sector, followed by manufacturing (42.7%) and logistics and
storage (28.3%) businesses. Their interest in other industries, such as energy,
infrastructure, IT and financial services, is relatively even.

‘Lack of understanding of local laws and regulations’ (50.4%), ‘opaque local
regulatory environment and restrictions on foreign investment’ (43.1%) and
‘cultural and business differences’ (42%) are the top three challenges facing the
surveyed companies. ‘Geopolitical risks’ (28.5%) did not appear to be a major
concern among other obstacles.

Nearly all (99.2%) respondents indicate that Hong Kong services are needed to
help in expansion into the Middle East. ‘Guidance on local regulations and
compliance requirements’ (47.2%) is the most needed service. Other professional
services, such as consultation on market expansion and investment strategy,
marketing and training are also needed.
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Figure 6: Does your company have any existing or
potential operations in the Middle Eastern market?
% of respondents

Figure 7: Why does your company initiate or plan to
expand its business in the Middle East?

% of respondents having an interest in / already having a
business in the Middle East

Business already
established, 6.0%

Interested with

0,
Pl - 228 Not interested,

45.2%

Investment opportunities _ 41.2%

Risk diversification | NN 7.1

Local distribution networks — 35.7%
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Source: HKTDC, Standard Chartered Research

Figure 8: Which sectors in the Middle East is your
company already established in, or planning to expand
into?

% of respondents having an interest in / already having a
business in the Middle East

Source: HKTDC, Standard Chartered Research

Figure 9: What challenges face your company when
expanding business in the Middle East?
% of respondents

Trading and distribution 59.9%
Manufacturing
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Infrastructure 12.2%

Other professional services 10.8%
Environmental protection 10.8%
IT 10.0%
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New/renewable energy 8.8%
Traditional energy 8.4%
City planning 6.5%
Healthcare services 4.1%

0% 10% 20% 30% 40% 50% 60% 70%

Lack of understanding of local laws

and regulations 504%
Opaque local regulatory environment 43.1%
and restrictions on foreign investment S
Cultural and business practice
differences 42.0%
Shortage of talent 33.6%
Insufficient funding 31.6%
Insufficient market information 28.6%
Geopolitical risks 28.5%
Lack of business network 27.1%
Insufficient supply chain support 24.2%

Long return cycle 22.3%

0% 10% 20% 30% 40% 50% 60%
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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 Commaodities, 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.

© 2026 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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