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 ECONOMIC ACTIVITY PULSE 

China | Recovery pace is moderating in Q2 
Jinyue Dong | Le Xia | Gonzalo de Cadenas 

Economic activity indicators moderated in April as the authorities fine-tune the pace of 

policy stimulus on concerns of rising risks associated with credit binge. The official PMI 

decreased to 50.1 in April from 50.4 while the Caixin China Manufacturing PMI edged down 

to 49.4 in April from 49.7 in March. Moreover, industrial production slowed down to 6% y/y 

from the previous reading 6.8%; retail sales declined to 10.1% from 10.5% in March and FAI 

ytd y/y also decreased to 10.5% from 10.7% in march. Our forecast for Q2 GDP is 6.4%, 

which is line with our full-year 6.4% GDP growth forecast. On the policy front, we anticipate 

the authorities to beef up easing efforts again in the second half of the year. 

The rising risks have prompted the authorities to fine-tune easing policy 

The pickup in economic momentum in Q1 was mainly due to the authorities’ stepped-up efforts of growth 

stimulus. On top of a flurry of monetary easing actions by the Central Bank, the authorities in particular 

beefed up investment in infrastructure and substantially relaxed tightening measures on the property market. 

Although these easing efforts have successfully revved up domestic demand, they also lead to the further 

build-up of leverage on firms’ fragile balance sheets and aggravated bubble components in several large 

cities. In view of this, the authorities started to fine-tune the pace of policy easing of late. In addition to re-

tightening the housing policies in some cities, the central bank also indicated that they could hold on further 

easing actions for the moment. All in all, the authorities seem to be well aware of the risks associated with 

ultra-loosening stance and are attempting to strike a balance between growth and risks. 

Table 1 

Activity Indicators* (3MA, YoY, SA)  

Figure 1 

China: BBVA Research Monthly GDP** (%YoY)    

 

 

 

 

* Series are non-calendar adjusted. **BBVA Research monthly GDP 
is dynamic factor model (DFM) synthesizing high-frequency 
indicators to proxy monthly growth of GDP. 
Source: Nowcasting  DF Model, BBVA Research and HAVER 

 Source: Nowcasting  DF Model, BBVA Research 

 
  

Mea Sep Oct Nov Dec Jan Feb Mar Apr

Industrial Production 6.0 0.2 4.6 3.1 7.5 4.0 5.5 5.6

Non-metal Mineral 4.4 -1.5 1.5 -0.2 5.4 2.0 6.5 5.7

Electricity Production 5.0 2.4 4.4 4.2 6.5 5.3 5.7 4.1

Auto Sales 14.7 22.0 7.8 -1.0 3.5 3.9 0.9 -6.0

Tourist Arrivals 5.5 0.0 -3.1 -2.6 -3.9 -4.5 -8.0 -10.3

Number of Employed 4.4 3.6 3.3 3.2 3.0 3.0

Number of Unemployed 0.6 2.8 2.7 1.7 2.0 1.2

Auto Imports 18.5 25.0 12.3 3.7 5.6 5.7 2.8 0.2

Auto Exports 9.1 9.7 29.6 21.5 23.1 5.0 7.3 6.6

Financial Conditions 74.6 77.2 82.2 80.4 80.5 79.1 79.3 84.8 87.8

Credit Growth-13week 21.7 6.2 4.0 7.8 10.2 6.2 9.6 9.4 12.1

PMI Manufacturing 51.9 48.8 49.5 50.9 52.2 50.9 50.3 49.2 48.9
Real Sector Confidence 107.7 99.7 103.6 110.2 108.8 105.9 105.2 104.1 105.7

MICA Forecast 4.0%

GDP YoY 3.9% 5.7%
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 ...risks are balanced around our 6.4% full year forecast 
The headwinds to China’s long-term growth haven’t abated yet.  Our monthly GDP figure points at an 

output growth close to 6.4% in 2Q16, slowing down from 6.7% in 1Q16.  Policy stance needs to be pro-

growth, especially in the second half of the year when the current pulse of growth is to fade. All in all, we 

consider that the risks to our 6.4% estimate for 2016 GDP growth are balanced.  

Figure 3 

PMIs and IP slowed down in April  

Figure 4 

PPI increased while CPI maintained in April 

 

 

 

Source: BBVA Research and CEIC  Source: BBVA Research and CEIC 

 

Figure 5 

Both import and export decreased (YoY)  

Figure 6 

Auto Sales stabilized 

 

 

 

Source: BBVA Research and CEIC  Source: BBVA Research and CEIC 
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Figure 7 

Retail Sales slowed down as well  

Figure 8 

Loan Growth slowed down modestly (YoY) 

 

 

 

Source: BBVA Research and CEIC  Source: BBVA Research and CEIC 
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 DISCLAIMER 

This document and the information, opinions, estimates, forecasts and recommendations expressed herein have been 

prepared to provide BBVA Group’s customers with general information and are current as of the date hereof and subject 

to changes without prior notice. Neither BBVA nor any of its affiliates is responsible for giving notice of such changes or 

for updating the contents hereof. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase or subscribe to any 

securities or other instruments, to undertake or divest investments, or to participate in any trading strategy. Neither shall 

this document nor its contents form the basis of any contract, commitment or decision of any kind. 

Investors who have access to this document should be aware that the securities, instruments or investments to which it 

refers may not be appropriate for them due to their specific investment goals, financial positions or risk profiles, as these 

have not been taken into account to prepare this report. Therefore, investors should make their own investment 

decisions considering the said circumstances and obtaining such specialized advice as may be necessary. Other than 

the disclosures relating to BBVA Group, the contents of this document are based upon information available to the public 

that has been obtained from sources considered to be reliable. However, such information has not been independently 

verified by BBVA or any of its affiliates and therefore no warranty, either express or implicit, is given regarding its 

accuracy, integrity or correctness. To the extent permitted by law, BBVA and its affiliates accept no liability of any type for 

any direct or indirect losses or damages arising from the use of this document or its contents. Investors should note that 

the past performance of securities or instruments or the historical results of investments do not guarantee future 

performance. 

The market prices of securities or instruments or the results of investments could fluctuate against the interests of 

investors. Investors should be aware that they could even face a loss of their investment. Transactions in futures, 

derivatives, options on securities or high-yield securities can involve high risks and are not appropriate for every investor. 

Indeed, in the case of some investments, the potential losses may exceed the amount of initial investment and, in such 

circumstances, investors may be required to pay more money to support those losses. Thus, before undertaking any 

transaction with these instruments, investors should be aware of their operation, as well as the rights, liabilities and risks 

implied by the same and the underlying securities. Investors should also be aware that secondary markets for the said 

instruments may not exist. Before entering into transactions in futures, derivatives, or options, investors should review all  

documents on disclosures for risks of investing in options and/or futures at the following websites:  

Options - http://www.finra.org/Industry/Regulation/Notices/2013/P197741 

Futures - http://www.finra.org/Investors/InvestmentChoices/P005912 

BBVA or any of its affiliates’ salespeople, traders, and other professionals may provide oral or written market 

commentary or trading strategies to its clients that reflect opinions that are contrary to the opinions expressed herein. 

Furthermore, BBVA or any of its affiliates' proprietary trading and investing businesses may make investment decisions 

that are inconsistent with the recommendations expressed herein. No part of this document may be (i) copied, 

photocopied or duplicated by any other form or means (ii) redistributed or (iii) quoted, without the prior written consent of 

BBVA. No part of this report may be copied, conveyed, distributed or furnished to any person or entity in any country (or 

persons or entities in the same) in which its distribution is prohibited by law. More specifically, this document is in no way 

intended for, or to be distributed or used by an entity or person resident or located in a jurisdiction in which the said 

distribution, publication, use of or access to the document contravenes the law which requires BBVA or any of its 

affiliates to obtain a licence or be registered. Failure to comply with these restrictions may breach the laws of the relevant 

jurisdiction. 

The remuneration system concerning the analysts responsible for the preparation of this report is based on multiple 

criteria, including the revenues obtained by BBVA and, indirectly, the results of BBVA Group in the fiscal year, which, in 

turn, include the results generated by the investment banking business; nevertheless, they do not receive any 

remuneration based on revenues from any specific transaction in investment banking. 

In the United Kingdom, this document is directed only at persons who (i) have professional experience in matters relating 

to investments falling within article 19(5) of the financial services and markets act 2000 (financial promotion) order 2005 

(as amended, the "financial promotion order"), (ii) are persons falling within article 49(2) (a) to (d) (“high net worth 

companies, unincorporated associations, etc.”) of the financial promotion order, or (iii) are persons to whom an invitation 

or inducement to engage in investment activity (within the meaning of section 21 of the Financial Services and Markets 

Act 2000) may otherwise lawfully be communicated (all such persons together being referred to as "relevant persons"). 
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This document is directed only at relevant persons and must not be acted on or relied on by persons who are not 

relevant persons. Any investment or investment activity to which this document relates is available only to relevant 

persons and will be engaged in only with relevant persons. 

BBVA Hong Kong Branch (CE number AFR194) is regulated by the Hong Kong Monetary Authority and the Securities 

and Futures Commission of Hong Kong. In Hong Kong this report is for distribution only to professional investors within 

the meaning of Schedule 1 to the Securities and Futures Ordinance (Cap 571) of Hong Kong. 

This document is distributed in Singapore by BBVA’s office in this country for general information purposes and it is 

generally accessible. In this respect, this document does not take into account the specific investment goals, the financial 

situation or the need of any particular person and it is exempted from Regulation 34 of the Financial Advisors Regulation 

(“FAR”) (as required in Section 27 of the Financial Advisors Act (Chapter 110) of Singapore (“FAA”)). 

Garanti Securities headquarters is in Istanbul, Turkey and is regulated by Capital Markets Board (Sermaye Piyasası 

Kurulu - SPK, www.spk.gov.tr)  

BBVA, BBVA Bancomer, BBVA Chile S.A., BBVA Colombia S.A., BBVA Continental, BBVA Securities and Garanti 

Securities are not authorised deposit institutions in accordance with the definition of the Australian Banking Act of 1959 

nor are they regulated by the Australian Prudential Regulatory Authority (APRA). 

 

General Disclaimer for Readers Accessing the Report through the Internet 

Internet Access 

In the event that this document has been accessed via the internet or via any other electronic means which allows its 

contents to be viewed, the following information should be read carefully: 

The information contained in this document should be taken only as a general guide on matters that may be of interest. 

The application and impact of laws may vary substantially depending on specific circumstances. BBVA does not 

guarantee that this report and/or its contents published on the Internet are appropriate for use in all geographic areas, or 

that the financial instruments, securities, products or services referred to in it are available or appropriate for sale or use 

in all jurisdictions or for all investors or counterparties. Recipients of this report who access it through the Internet do so 

on their own initiative and are responsible for compliance with local regulations applicable to them. 

Changes in regulations and the risks inherent in electronic communications may cause delays, omissions, or inaccuracy 

in the information contained in this site. Accordingly, the information contained in the site is supplied on the 

understanding that the authors and editors do not hereby intend to supply any form of consulting, legal, accounting or 

other advice.  

All images and texts are the property of BBVA and may not be downloaded from the Internet, copied, distributed, stored, 

re-used, re-transmitted, modified or used in any way, except as specified in this document, without the express written 

consent of BBVA. BBVA reserves all intellectual property rights to the fullest extent of the law. 
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