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Rewriting China’s Property Sales

• China’s new property measures are shifting 

home sales away from the presales model and 

extending the maximum mortgage tenor from 30 

to 40 years.

• The main rationale for restricting presales is to 

reduce information asymmetry between buyers 

and developers. However, buyers may face 

higher prices as developers’ holding costs 

increase.

• Over the medium term, tighter supply and a 

price premium driven by improved confidence 

in project delivery should provide support for 

home prices.

• Given weaker-than-expected economic 

performance, we are revising down our GDP 

forecast for this year from 4.8% to 4.6%.

May-26 Jun-26 Jul-26

Retail sales -0.6% 1.0% 0.6%

Year-to-date fixed asset investment -4.1% -5.7% -6.7%

Industrial output 4.5% 5.3% 4.5%

Exports of goods 19.4% 27.0% 23.9%

Imports of goods 27.4% 36.0% 27.5%

China Economic Indicators, y/y

Source: National Bureau of Statistics of China, Macrobond, Hang Seng Bank
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New measures in China’s property market

China has introduced major new regulations that restrict the presale of 

residential property (Exhibit 1). While not an outright ban, the policy means 

down payments and mortgage proceeds will be released to developers only 

once projects are fully completed. In addition, the maximum mortgage tenor 

has been extended from 30 years to 40 years. Together, these measures 

mark the latest effort to reform the property market and put a floor under the 

downturn—though the implications for buyers and developers are mixed.

Stronger buyer protection

Buyer protection is the primary objective behind tighter presale rules and 

the shift towards a completed-home sales model. Buyers are effectively 

insulated from developer default risk. Recent cases where some 

developers halted construction on presold projects due to liquidity strains 

highlight the need for such safeguards.

These measures can be justified by the information asymmetry in the 

housing market. Individual buyers typically cannot assess a developer’s 

true financial position, or the cost of doing so is prohibitively high. For 

example, buyers may have had no visibility into whether presale proceeds 

were being diverted to land purchases in other cities. The new framework 

effectively enforces a level of financial discipline and transparency that 

buyers could not reasonably demand on their own.

That said, moving to a completed-home sales model also introduces 

downsides for homebuyers. Under the previous system, buyers were often 

compensated for taking on construction and delivery risk through presale

Exhibit 1: New property market regulations

Source: Hang Seng Bank

Policy Area Old System New Regulation

Market Model
Dominated by presales (buyers 

purchase off-plan years in advance)

Phased transition towards a completed- 

home sales model

Presale Thresholds
Could begin selling after merely pouring 

the foundation

The entire main structural framework 

(topping-out) must be finished before 

selling

Mortgage Disbursement
Released to the developer immediately 

after signing

Delay until final completion and project 

filing

Buyer Mortgages Maximum term of 30 years Maximum term extended to 40 years
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discounts. In a completed-home sales model, developers must bear the full 

funding cost of construction, including interest and holding costs. Once the 

home is completed and ready for sale, units are likely to be priced at a 

premium to recover those costs.

Reduced supply and competition

While stronger buyer protection is a positive step, the tighter presale rules 

are likely to add to liquidity concerns for developers by cutting off a major 

source of early-stage cash flow. Historically, developers relied heavily on 

presales and mortgage loan—often accounting for 40%–60% of total 

investment—to fund construction and acquire new land (Exhibit 2). Without 

this early cash injection, developers will need to rely more on internal 

capital or development loans to fund construction.

Although developers are being encouraged to raise funds through 

alternative channels—such as equity issuance, bonds, asset-backed 

securities, and REITs—these options typically favour firms with high-quality 

completed assets or sufficiently strong fundamentals to access capital 

markets. As a result, the new regulations will raise the bar for financing 

capability and management execution. Smaller developers may struggle to 

operate profitably under these constraints.

We expect state-owned enterprises to navigate the transition more 

effectively than private developers. The impact is likely to be most severe 

for firms whose business models depended on high asset turnover and high 

leverage.

Exhibit 2:  Presale and mortgage loans as % of 

developers’ funding

Note: data up to Jul 2026

Source: Macrobond, Hang Seng Bank

Exhibit 3:  Land sales revenue as % of local 

government revenue

Note: data up to Jul 2026

Source: Macrobond, Hang Seng Bank
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The new rules may also complicate the outlook for local governments that 

rely heavily on land-sale revenue. Land-sale income has already declined 

as a share of total local government revenue over the past five years, 

largely due to the property downturn (Exhibit 3). As the new rules reduce 

developers’ capacity to purchase new land, we expect land-sale revenue to 

fall further and the role of land finance to diminish. While this reform could 

improve the long-term sustainability of local government finances, we 

remain cautious about its near-term implications for local government debt 

risk.

Property market implications

This year’s residential market performance continues to reflect a prolonged 

downturn, although recent data suggest the pace of decline may be 

stabilising. In July 2026, new home prices across 70 major cities fell 3.4% 

y/y, the slowest rate of contraction since January (Exhibit 4). Secondary-

market home prices depreciated more sharply, down 5.4% y/y in July.

The shift to completed-home sales model and the 40-year mortgage 

extension are likely to create opposing forces on prices. With presale 

proceeds no longer available to fund construction, cash-strapped 

developers may be incentivised to discount and liquidate existing inventory 

to generate immediate cash flow. However, over time, housing supply is 

likely to decline as higher funding and construction costs constrain new 

starts, which were already falling rapidly (Exhibit 5).

Exhibit 4:  China home prices, y/y %

Note: data up to Jul 2026

Source: Macrobond, Hang Seng Bank

Exhibit 5:  China new home starts area, annualised

Note: data up to Jul 2026

Source: Macrobond, Hang Seng Bank
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Extending the maximum mortgage tenor to 40 years is intended to improve 

affordability on a monthly-payment basis and attract younger first-time 

buyers back into the market. While it reduces the monthly debt burden, it is 

unlikely to revive demand on its own or reverse price declines. Instead, it 

may serve as a stabiliser, helping to prevent a sharper fall in prices.

In the near term, the combination of inventory liquidation and demand-side 

support from easier mortgage terms is likely to result in mixed price 

dynamics. We expect the benefits for prices to become more visible over 

the medium term, as reduced supply and improved confidence in delivery 

allow developers to charge a premium for completed, ready-to-move-in 

homes.

Macro outlook

We continue to view the property downturn as one of the most significant 

drags on the Chinese economy. Much of the recent softness in domestic 

activity appears linked to the slump in housing. Retail growth has 

moderated, particularly as the effects of consumption subsidies have faded, 

while the negative wealth effect has weighed on consumer confidence. The 

deep contraction in property investment remains the largest drag on overall 

fixed-asset investment.

By contrast, external trade—supported by robust AI-related demand for 

electronic products—is likely to play a larger role in supporting growth 

through the rest of the year. High-tech manufacturing, backed by industrial 

upgrading policies, remains a bright spot, although it will take time for the 

sector to scale sufficiently to offset the drag from the dominant property 

sector. Improving the quality of growth is likely to remain a key policy focus, 

as the government engineers a structural transition away from traditional 

growth drivers such as property and infrastructure towards advanced 

manufacturing.

We are revising down our mainland GDP growth forecast for this year from 

4.8% to 4.6%, considering the weaker-than-expected data. We expect 

growth to improve towards year-end, reflecting the lagged impact of 

stronger fiscal and monetary policy support.
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Nominal Real Real Nominal Nominal

RMB bn yoy (%) yoy (%) ytd (%) yoy (%) yoy (%) yoy (%) USD bn yoy (%) yoy (%) yoy (%)

2021 117,382 8.4 11.5 4.9 14.2 29.6 30.0 670.4 0.9 -1.4 1.4

2022 123,403 3.0 3.7 5.1 -0.2 5.6 0.7 837.9 2.0 2.9 1.8

2023 129,427 5.2 4.4 3.0 7.5 -4.7 -5.5 822.1 0.2 -0.3 0.4

2024 134,807 5.0 5.7 3.2 3.1 5.8 1.0 992.6 0.2 -0.6 0.4

2025 140,188 4.9 5.9 -3.8 4.1 5.4 0.3 1180.2 0.1 -1.0 0.4

Q4   2024 37,351 5.4 5.6 3.2 3.8 9.9 -1.8 298.2 0.2 1.1 0.0

Q1   2025 31,847 5.4 6.5 4.2 4.4 5.6 -6.8 271.0 -0.1 -1.4 0.2

Q2   2025 34,140 5.2 6.2 2.8 5.4 6.1 -0.8 312.3 0.0 -0.3 0.0

Q3   2025 35,411 4.8 5.8 -0.5 3.4 6.4 4.7 287.1 -0.2 -2.0 0.5

Q4   2025 38,791 4.5 5.0 -3.8 1.7 3.7 3.7 309.8 0.6 -0.1 0.8

Q1   2026 33,419 5.0 6.1 1.7 1.7 14.7 23.5 259.6 0.8 0.4 1.0

Q2   2026 36,151 4.3 4.6 -5.7 0.2 20.1 29.4 315.2 1.1 -1.6 1.7

Mar 2026 NA NA 5.7 1.7 1.7 2.5 28.3 50.0 1.0 0.3 1.2

Apr 2026 NA NA 4.1 -1.6 0.2 14.0 25.3 84.5 1.2 -1.6 1.8

May 2026 NA NA 4.5 -4.1 -0.6 19.2 27.3 105.2 1.2 -1.7 1.9

Jun 2026 NA NA 5.3 -5.7 1.0 26.9 35.8 125.5 1.0 -1.6 1.5

Jul 2026 NA NA 4.5 -6.7 0.6 23.9 27.6 112.3 0.5 -1.5 0.9

YTD NA NA 5.2 -6.7 0.9 18.5 26.8 687.2 0.9 -0.7 1.3

New loans 1-year

RMB bn yoy (%) RMB bn yoy (%) RMB bn % yoy (%) USD bn RMB bn

2021 232,250 9.3 192,690 11.5 19,946 3.80 9.0 3,250 6.3525 31,351

2022 258,500 11.3 213,985 11.1 21,310 3.65 11.8 3,128 6.8973 32,010

2023 284,262 10.0 237,591 11.0 22,744 3.45 9.7 3,238 7.0786 35,585

2024 302,254 6.3 255,678 7.6 18,090 3.10 7.3 3,202 7.2991 32,256

2025 328,643 8.7 271,913 6.3 16,270 3.00 8.5 3,358 6.9964 35,603

Q4   2024 302,254 6.3 255,678 7.6 2,070 3.10 7.3 3,202 7.2991 6,592

Q1   2025 315,223 6.7 265,414 7.4 9,780 3.10 7.0 3,241 7.2633 15,184

Q2   2025 320,174 8.3 268,559 7.1 3,140 3.00 8.3 3,317 7.1725 7,675

Q3   2025 324,939 8.0 270,390 6.6 1,830 3.00 8.4 3,339 7.1195 7,227

Q4   2025 328,643 8.7 271,913 6.3 1,520 3.00 8.5 3,358 6.9964 5,518

Q1   2026 342,407 8.6 280,513 5.7 8,600 3.00 8.5 3,342 6.8947 14,826

Q2   2026 346,441 8.2 282,631 5.2 2,120 3.00 8.0 3,416 6.7940 6,020

Mar 2026 342,407 8.6 280,513 5.7 2,990 3.00 8.5 3,342 6.8947 5,224

Apr 2026 342,680 8.9 280,502 5.6 -10 3.00 8.6 3,411 6.8383 624

May 2026 344,455 8.7 281,021 5.5 520 3.00 8.6 3,442 6.7664 2,029

Jun 2026 346,441 8.2 282,631 5.2 1,610 3.00 8.0 3,416 6.7940 3,367

Jul 2026 346,470 8.0 282,289 5.1 -340 3.00 7.7 3,419 6.7513 1,402

YTD 346,470 8.0 282,289 5.1 10,380 3.00 7.7 3,419 6.7513 22,248

NA: not available;  yoy= year-on-year;  ytd= year-to-date

Source: State Statistical Bureau, China Statistical Yearbook, Macrobond, Bloomberg, Hang Seng Bank

GDP
Industrial 

output

Fixed asset 

investment
Retail sales

Foreign trade

Exports Imports
Trade 

balance
Food Non-food

Consumer prices

Total social 

financing           

Deposits

(domestic currency)

Loans

(domestic currency)

Loan Prime 

Rate (LPR)

Money 

supply    

(M2)

Forex 

reserves CNY per 

USD

(period end)
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China Economic Statistics
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GDP Growth Consumer Price Inflation

Urban Fixed Asset Investment Retail Sales

Loan & Deposit Money Supply (M2)

Benchmark Interest Rates Exports & Imports

Source: Macrobond, Hang Seng Bank Source: Macrobond, Hang Seng Bank

Source: Macrobond, Hang Seng Bank Source: Macrobond, Hang Seng Bank

Source: Macrobond, Hang Seng Bank

Source: Macrobond, Hang Seng BankSource: Macrobond, Hang Seng Bank

Source: Macrobond, Hang Seng Bank



PUBLIC

GLOBAL MARKETS

Q3 2026

8

Hong Kong Economic Data Forecasts

2026 2027

GDP 4.0% 2.8%

Inflation 1.9% 1.8%

Unemployment rate 3.5% 3.3%

Retail sales value 6.5% 5.0%

Retail sales volume 4.6% 3.2%

Exports 33.0% 8.0%

Imports 31.0% 6.0%

Source: Hang Seng Bank

Note 1: All figures are annual change, except unemployment rate 

Note 2: forecasts by Global Markets, Hang Seng Bank

Mainland China Economic Data Forecasts

2026 2027

GDP 4.6% 4.4%

Inflation 1.0% 2.0%

Industrial output 5.5% 5.3%

Fixed asset investment -4.5% 3.5%

Retail sales 2.0% 4.3%

Exports 17.0% 5.0%

Imports 25.0% 6.0%
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Central Bank Policy Rates Forecasts

(end period) Aug 2026 Q3 2026 Q4 2026 Q1 2027 Q2 2027

North America

US 3.50 – 3.75% 3.75 – 4.00% 4.00 – 4.25% 4.00 – 4.25% 4.00 – 4.25%

Canada 2.25% 2.25% 2.50% 2.75% 3.00%

Europe

Eurozone 2.25% 2.50% 2.75% 2.75% 3.00%

UK 3.75% 3.75% 4.00% 4.25% 4.25%

Asia Pacific

China 1.40% 1.40% 1.30% 1.30% 1.30%

Japan 1.00% 1.25% 1.50% 1.50% 1.75%

Australia 4.35% 4.35% 4.60% 4.60% 4.60%

New Zealand 2.75% 2.75% 3.00% 3.25% 3.25%

Exchange Rates Forecasts

(end period) Aug 2026 Q3 2026 Q4 2026 Q1 2027 Q2 2027

North America

USD / CAD 1.39 1.38 1.37 1.36 1.35

Europe

EUR / USD 1.16 1.16 1.17 1.18 1.19

GBP / USD 1.35 1.35 1.36 1.37 1.37

Asia Pacific

USD / CNY 6.72 6.70 6.68 6.62 6.55

USD / JPY 159.74 155.00 152.00 147.00 145.00

AUD / USD 0.72 0.72 0.73 0.73 0.73

NZD / USD 0.59 0.59 0.60 0.61 0.61

Source: Macrobond, Bloomberg, Hang Seng Bank

Note 1: China’s policy rate refers to 7-day reverse repo rate

Note 2: forecasts by Global Markets, Hang Seng Bank
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Disclaimer

This document has been issued by Hang Seng Bank Limited (“HASE”) and the information herein is based on sources 

believed to be reliable and the opinions contained herein are for reference only and may not necessarily represent the 

view of HASE. The research analyst(s) who prepared this report certifies(y) that the views expressed herein 

accurately reflect the research analyst’s(s’) personal views about the financial instrument or investments and that no 

part of his/her/their compensation was, is or will be directly or indirectly related to the specific recommendation(s) or 

views contained in this research report.  Nothing herein shall constitute as offers or solicitation of offers to buy or sell 

foreign exchange contracts, securities, financial instruments or other investments.  Re-distribution of any part of this 

document by any means is strictly prohibited. 

The information contained in this document may be indicative only and has not been independently verified and no 

guarantee, representation, warranty or undertaking, expressed or implied is made as to the fairness, accuracy, 

completeness or correctness of any information, projections or opinions contained in this document or the basis upon 

which any such projections or opinions have been based and no responsibility or liability is accepted in relation to the 

use of or reliance on any information, projections or opinions whatsoever contained in this document. Investors must 

make their own assessment of the relevance, accuracy and adequacy of the information and opinions contained in 

this document and make such independent investigations as they may consider necessary or appropriate for the 

purpose of such assessment. All such information, projections and opinions are subject to change without notice. 

HASE and its affiliates may trade for their own account in, may have underwritten, or may have a position in, all or any 

of the securities or investments mentioned in this document. Brokerage or fees may be earned by HASE or its 

affiliates in respect of any business transacted by them in all or any of the securities or investments referred to in this 

document.

The investments mentioned in this document may not be suitable for all investors. Investors must make investment 

decisions based on their own investment objectives, financial position and particular needs and consult their own 

professional advisers where necessary. This document is not intended to provide professional advice and should not 

be relied upon in that regard.

No consideration has been given to the particular investment objectives, financial situation or particular needs of any 

recipient.  Investment involves risk. Investors should note that value of investments can go down as well as up and 

past performance is not necessarily indicative of future performance. This document does not purport to identify all the 

risks that may be involved in the securities or investments referred to in this document.
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