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PPI Inflation Beat Driven By Upstream Cost-Push

China’s September headline CPI inflation edged up to 0.9% yoy (+0.1ppt
mom), below Bloomberg consensus of 1.0% yoy, lifted by transportation and
communication inflation (4.3% yoy, +1.8ppt mom). Core CPI inflation held at
1.0% yoy (0.0ppt mom), in line with Bloomberg consensus, with goods
inflation at 1.0% yoy (+0.2ppt mom) and services inflation at 0.8% yoy (0.0ppt
mom).

PPI inflation surged to 5.0% yoy (+1.2ppt mom), beyond Bloomberg
consensus of 4.4% yoy, as producer goods PPl inflation rose to 6.5% yoy
(+1.5ppt mom) on mining and quarrying inflation (25.4% yoy, +7.6ppt mom),
while consumer goods PPI deflation continued narrowing to -0.1% yoy
(+0.4ppt mom).

Overall, the data is market neutral. With CPI inflation slightly below
consensus and core CPl inflation flat, the PPl inflation beat reflects upstream
cost-push rather than stronger end-demand, widening margin pressure on
downstream producers. Looking ahead, investors should continue to watch
whether upstream cost pressure filters through to core CPI inflation.

Our View

September headline CPI inflation edged up to 0.9% yoy (+0.1ppt
mom), below Bloomberg consensus of 1.0% yoy. The pick-up was mainly
led by transportation and communication inflation, which accelerated to 4.3%
yoy (+1.8ppt mom) due to the rally in crude oil passed through to fuel costs.
Notably, transportation and communication was the only one of the eight
major categories to post a higher reading, with four easing and three
unchanged, indicating the rise was narrow and cost-driven. Food deflation
deepened to -1.7% yoy (-0.3ppt mom), while food, tobacco and liquor
deflation deepened to -0.9% yoy (-0.2ppt mom). Among other categories,
other products and services inflation moderated to 5.9% yoy (-1.4ppt mom)
and daily necessities and services inflation slowed to 0.2% yoy (-0.5ppt
mom). Core CPI inflation held at 1.0% yoy (0.0ppt mom), in line with
Bloomberg consensus, with goods inflation at 1.0% yoy (+0.2ppt mom) and
services inflation at 0.8% yoy (0.0ppt mom).

PPl inflation surged to 5.0% yoy in September (+1.2ppt mom), well above
Bloomberg consensus of 4.4% yoy. Producer goods PPI inflation jumped to
6.5% yoy (+1.5ppt mom), led by mining and quarrying inflation at 25.4% yoy
(+7.6ppt mom) and raw materials inflation at 9.4% yoy (+2.7ppt mom).
Consumer goods PPI deflation also narrowed to -0.1% yoy (+0.4ppt mom),
with durable consumer goods PPl inflation rising to 1.6% yoy (+0.4ppt mom)
and food PPI deflation easing to -1.8% yoy (+0.5ppt mom). Meanwhile,
Purchasing Price Index inflation rose to 6.9% yoy (+1.1ppt mom), reflecting
a broad-based firming across sub-components, with eight of the nine
categories improving mom. Among them, fuel and power inflation
accelerated to 13.6% yoy (+3.8ppt mom) and chemical raw materials inflation
to 12.6% yoy (+3.1ppt mom). By contrast, ferrous metal materials slipped into
deflation at -0.4% yoy (-0.7ppt mom).

Overall, the September data is market neutral. With CPI inflation below
consensus and core CPl inflation flat, the PPl inflation beat reflects upstream
cost-push rather than stronger end-demand, widening margin pressure on
downstream producers, although it eases near-term deflation risk. Looking
ahead, investors should watch whether upstream cost pressure filters
through to core CPl inflation or is absorbed by downstream margins.
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Goods And Services Inflation
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CPI Growth In Durables
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CPI PPl Of Consumer And Producer
(yoy % chg) Sep 26 ppt chg Aug 26 Jul 26 Goods
Headline CPI 0.9 0.1 0.8 0.5 (% yo) (% yoy)
Food 1.7 -0.3 -14 -15 2 24
Core CPI 1.0 0.0 1.0 0.9 15 1 18
Goods 10 02 08 02 0 [
Services 08 0.0 08 0.7 5 | L 00
Food, Tobacco And Liquor -0.9 -0.2 -0.7 -0.8 0 /7 | 06
Clothing 12 0.1 13 14 =4 W L2
Residence 03 0.0 03 03 ] 18
Daily Necessities And Services 0.2 -0.5 07 08 -10N>r-20 Nov-20 Jun-21 Jan-22 Aug-22 Mar-23 Oct-23 May-24 Dec-24 Ju-25 Feb-26 Sep-26-2.4
Transportation And Communication 43 1.8 25 04 Producer Goods Consumer Goods (RHS)
Recreational, Educational And Cultural Articles 14 0.0 14 1.3 Source: NBS, CEIC, UOB Kay Hian
Medical-Related Articles 2.7 0.0 2.7 29
Other Products And Services 59 14 73 58 PPI And Purchasing Price Index
Source: NBS, Wind, UOB Kay Hian (yoy % chg)
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(yoy % chg) Sep 26 ppt chg Aug 26 Jul 26 5 ] M /5
Headline PPI 5.0 1.2 38 35 0
Producer Goods 6.5 15 5.0 48 5 V V\/ W
Mining And Quarrying 254 76 178 16.4 -10
Raw Materia|3 94 27 67 61 2014 2015 2016 2020;: 2019 2020 Pit:as;?;;ol::exzoﬂ 2025 2026
Processing 34 0.3 3.1 3.1 Source: NBS, CEIC, UOB Kay Hian
Consumer Goods 0.1 0.4 0.5 0.8
Food 1.8 0.5 2.3 2.1
Clothing 1.2 0.0 1.2 -1
Articles For Daily Use -0.6 0.2 -0.8 -1.0
Durable Consumer Goods 1.6 04 12 04
Purchasing Price Index 6.9 1.1 5.8 5.5
Fuel And Power 136 38 9.8 9.3
Ferrous Metal Materials 0.4 0.7 0.3 14
Non-Ferrous Metal Materials And Wires 20.0 0.2 19.8 19.0
Chemical Raw Materials 12.6 3.1 9.5 9.3
Wood And Pulp 0.0 0.2 0.2 05
Building Materials And Non-Metallic 2.3 0.9 -3.2 4.1
Other Industrial Raw Materials And Semi-Products 1.9 0.1 1.8 1.6
Agricultural And Sideline Products 0.4 0.1 -0.5 -0.8
Textile Raw Materials 45 0.7 3.8 3.2

Source: NBS, CEIC, UOB Kay Hian
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IMPORTANT NOTICE - DISCLOSURES AND DISCLAIMERS

This report is provided subject to various disclosures and disclaimers (the "Disclosures / Disclaimers") which form an integral part of this report and are
available at this link or by scanning the QR code below:

The Disclosures / Disclaimers contain important information, including without limitation, (a) exclusions of liability, (b) confidentiality obligations, (c) restrictions
on publication, circulation, reproduction, distribution and use of the report, (d) potential conflicts of interest, and (e) disclosures and requirements specific to
recipients in the United States and other applicable jurisdictions.

Specifically, this report is intended for general circulation and informational purposes only and does not take into account the specific investment objectives,
financial situation, or particular needs of any individual person. It is not intended to constitute personal investment advice or a recommendation to buy or sell
any investment product or security. You should independently evaluate the information and, where necessary, seek advice from a qualified financial adviser
regarding the suitability of any investment, taking into account your specific objectives, financial situation and needs, before making any investment decision.
Analyst certifications required under applicable regulations, including SEC Regulation AC (where relevant), are included in this report.

Recipients of this report must carefully read, review and understand the full Disclosures / Disclaimers before using or relying on any information in this report.
By accessing, receiving or using this report, you acknowledge and confirm that you have read, understood, accepted and agreed to be bound by the
Disclosures / Disclaimers (as may be amended or updated from time to time) in full."
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