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View of Yangshan deepwater port in Shanghai. China’s imbalance between factory output and domestic consumption leaves
exports as the only option © Qilai Shen/Bloomberg
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China’s trade surplus hit $1tn in just the first 11 months of 2025. This ought to be a warning sign

to Beijing and the rest of the world.
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The country’s growth model is becoming increasingly hard to sustain

https://adclick.g.doubleclick.net/pcs/click?xai=AKAOjstu8vL8sKGBxNLrh_WNNozsC6rzdSzZI08U8evTvlcSYmKskUUfZ2_p9rydqGkGYvkk0ETFqHt0jVoEo-7GMX9BaEmR_wWdtVle77aiZIb6lIW0FsmClRwWGVFGdu8e7XWoTLsgyMIaQtHqUeVxySYsIERTK6nlRvsKNOBpDsWylnzcsvGhuDjdmo_8410Huw6WmrBgN3cUn7nDe8Miwis-sHk1pzW6-YtM8pmHhpMJawE0V2JlwETKztlItVMv58DPHGPk1N6nyI0A8BkRaECBz65P649qsbM6v5b_Y4xNGZ7M5Tdqx8LK2V9-TnP-Q4VZm1ekR4Vi14xTB1lB1UWZQR1P7fCvGOZyGsEfWN3VN1OOeERsIjeyxOf4YCQFwQEjST9C7BNIwK3prAkrIxLrHfglo2OOBxNn1GfyMf5pwdHWto3DCZpY-yscjE3CndHC1byzbJBTcweeubOycdR3wR0KLZ_GImwdOgEIqzsJFgCprxW8W6dEcQ5Kloc90rQ-RL6l_SeDENcgNCJl9DojMeUij7_VqXFFdtp_uSSA3pusZAUj9mLL2pR10UccgWwox05kGDtWztMtHvEx9BImo2SvNwVA1ABAmk9dlYSXx_xEsO1KuUE5OHepucDHN5dKQlJjWPkQ3IMCl6a59Vm-HhnaVl_qUmc_N5HdjycPiPBuS76R3x0YP0Cms3GwcNPg4MrnHmYyoC5sraTUj8fB54DhWkrIjFpArscce5IKLp9rTSpcIENq8MCdrE59nW7B-KZOe3lAWt71UoXn2mYhMRkCK2i17fgsPvKZKBD5miWejpa2A6wneofUij0KMvzzG2vqI3-eqI7O&sai=AMfl-YSHNAbmlN2LRG-lyLZRUX-cUivKwygaG2VqYfFe6045oZeV54IcTZpvKMnX7klgFdvT7nuG23GIaihoKTc9J6CWLhtEVphzEFB3MQYWWfiwPa4tceQ3f4ibq4NoZBlsXl-x&sig=Cg0ArKJSzFGRK0LLc2wl&fbs_aeid=%5Bgw_fbsaeid%5D&urlfix=1&adurl=https://capital.com/lp-trade-now-gl%3Futm_source%3Dft%26utm_campaign%3Dbanner%26utm_medium%3Dbanner%26SiteName%3DN755099.280388FINANCIALTIMES%26SiteID%3D9194548%26AdvID%3D8280983%26CampaignID%3D33740360%26CreativeID%3D245459889%26PlacementID%3D424792854%26Geo%3Dct%3DDE%26st%3D%26city%3D0%26dma%3D0%26zp%3D60549%26bw%3D4%26dclid%3D%25edclid!%26gad_source%3D7
https://www.ft.com/stream/5a30f1cc-894b-4a4f-b121-640a7ff2efd6
http://thedoomloopbook.com/
https://www.ft.com/content/b9bf3d8f-d5d2-47b7-a498-efe0641cbbab
https://www.ft.com/stream/5a30f1cc-894b-4a4f-b121-640a7ff2efd6
https://www.ft.com/chinese-economy


12/18/25, 4:03 PMChina’s $1tn trade surplus is a problem for Beijing — and the world

Page 2 of 3https://www.ft.com/content/42c761aa-68c7-4e45-a370-eabfdb1a949b

The burgeoning trade surplus dramatically illustrates China’s export prowess. Equally, though,

it highlights problems with its economy and the government’s policies. Beijing’s ambitions to

portray itself as the defender of the rules-based system of global trade and promote its

currency’s prominence in international finance will also be thwarted by such a large surplus. 

China’s growth model is becoming increasingly difficult to sustain. Post-Covid, the old playbook

of credit-fuelled investment has sustained GDP growth despite a shrinking labour force and

anaemic productivity. Weak growth in employment and wages, in tandem with falling property

prices and lack of confidence in the government, have curtailed consumption. The resulting

imbalance between factory output and domestic consumption leaves exports as the only option.

But China’s export push is a bad omen for the global economy. The country has become a drag

on worldwide consumer demand growth rather than a locomotive that pulls everyone else along.

High levels of investment, largely accounted for by state-owned enterprises, have not paid

dividends in productivity gains or improved corporate profits. The government’s bid to rein in

high-flying private enterprises, and elevated trade tensions with the US, have damped business

confidence and private-sector investment.

Beijing’s latest economic assessment seems sanguine — after all, the economy is on track to

register close to 5 per cent growth this year. The government clearly wants to rebalance growth

and understands what’s needed to bolster household consumption and raise productivity. Yet

there is little sense of urgency and no clear timeline on concrete policy measures to accomplish

these objectives.

Instead, the government is touting its readiness to use macroeconomic stimulus to counter any

slowdown in growth. And, as usual, it is trying to fix a problem of its own making through top-

down intervention. The recent “anti-involution” policy aims to corral cut-throat competition

that has triggered deflation and driven down corporate profits. This won’t do much for private-

sector confidence and has led to a sudden stall in investment. Lower interest rates and easier

credit conditions are unlikely to gain much traction in these circumstances.

The path to rebalancing growth is well known. Reforms to labour markets, the financial system

and fiscal relations between the centre and provinces, along with measures to strengthen the

social safety net and bolster private enterprise, are essential. The services sector holds the key in

many respects — it could generate better employment growth and also help fix the consumption

problem.
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Instead, high tariffs on exports to the US have been offset by a surge in exports to other

countries. Unfortunately, most of these have struggling manufacturing industries and weak

domestic demand, making them reliant on exports for their own growth. Inevitably, much of the

world will feel compelled to throw up protectionist barriers against the onslaught of Chinese

exports.

Beijing’s stout defence of the rules governing global trade rings hollow if it exploits those rules

to serve its short-term objectives while damaging other countries’ growth prospects. Arguing

that China is not to blame for its companies’ phenomenal competitiveness belies the state

support for manufacturers and restrictions on foreign exporters gaining full access to its

markets.

Moreover, China has sought to use the renminbi’s exchange rate as a tool to bolster exports. On

a broad trade-weighted basis, the currency has depreciated in value over the past year. It is hard

to imagine that, left to itself, a country with a persistently large trade surplus would see currency

depreciation.

The central bank ought to stick to its commitment of letting the renminbi float more freely in

response to market forces. Any resulting appreciation would curtail China’s drag on world

growth while giving the renminbi a better shot at increasing its prominence in finance if its

value is not seen as tightly controlled by the central bank.

Instead of focusing on headline GDP growth propped up by exports, China needs to fix its

economy and rein in its trade surpluses — for its own sake and that of everybody else. 
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