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China | Easing measures stabilized 
growth while headwinds persist 
Jinyue Dong  

November 14
th

, 2018 

A batch of October economic indicators is announced today, together with the credit data released yesterday, 

suggesting that the recent policy easing helped to stabilize economic growth to a certain degree. However, headwinds 

from the unsettled trade war with the US and domestic deleveraging still weigh on growth. As such, we expect 

monetary and fiscal policy to become more pro-growth in the rest of the year and the next year, although the 

authorities remain vigilant on financial vulnerabilities including indebtedness in the corporate and shadow banking. We 

maintain our 2018 growth projection at 6.5% y/y, in line with the official target rate while subject to some upside risk. 

October economic indicators are mixed: fixed asset investment increased to 5.7% ytd y/y from 5.4% ytd y/y previously 

(consensus: 5.5% ytd y/y), indicating investment was supported by the recent easing measures; industrial production 

accelerated from 5.8% y/y to 5.9% y/y (consensus: 5.8% y/y). However, retail sales significantly dropped to 8.6% y/y 

from 9.2% previously, mainly driven by base effect and sharp dip of auto sale. (Table 1; Figure 3-8)  

October credit data significantly declined despite the authorities’ recent easing measures, as the transmission 

mechanism from monetary policy to credit is still weak: M2 growth dropped to 8% y/y from 8.3% previously, new yuan 

loans dipped to RMB 697 bn from 1,380 bn while total social financing declined to RMB 728 bn from 2,168 bn. 

Altogether, our MICA model yields a monthly GDP prediction at 6.5%, in line with the growth moderation. (Figure 2) 

Table 1 Activity Indicators* (3MA, YoY, SA)  Figure 2 China: BBVA Research Monthly GDP** (%YoY)    

 

 

 
* Series are non-calendar adjusted **BBVA Research monthly GDP is dynamic factor 
model synthesizing high-frequency indicators to proxy monthly GDP 

 Source:  Nowcasting  DF Model, BBVA Research 

M ean Jan Feb Mar Apr May Jun Jul Aug Sep Oct

Industrial Production 9.4 6.5 6.9 6.8 6.7 6.6 6.6 6.2 5.9 6.0 6.0

CPI 2.7 1.7 1.9 2.0 1.9 1.7 1.6 1.6 1.8 2.1 2.3

Retail sales 14.4 8.4 7.0 5.4 5.1 4.7 4.2 4.1 3.7 3.9 3.6

Auto Sales 10.0 -1.2 0.9 1.8 7.0 10.1 9.1 3.4 -1.5 -7.1 -9.5

Exports 8.9 9.8 17.7 15.3 17.5 10.2 11.7 11.7 10.9 12.0 13.4

Imports 8.9 13.3 14.6 17.9 19.2 20.9 20.7 22.5 20.4 21.1 18.7

Manuf actory  PMI -0.4 0.2 -0.7 -1.0 -0.9 0.4 0.5 0.2 -0.5 -1.4 -2.2

Non-manuf actory  -0.5 0.8 0.9 0.2 0.3 0.4 0.8 0.0 0.2 -0.1 -0.1

Caixin PMI -0.2 0.0 0.0 0.1 0.3 1.4 1.9 1.2 -0.5 -1.5 -1.9

P/E ratio -0.1 13.6 13.4 16.5 5.9 0.3 -7.3 -14.6 -20.1 -21.6 -25.3

Real estate sales 23.7 13.9 14.7 13.6 11.6 10.4 12.6 12.9 14.0 14.5 14.5

Credit 17.0 13.1 12.9 12.9 12.8 12.7 12.7 12.9 13.0 13.2 13.2

MICA Forecast 6.90% 6.70% 6.60% 6.50%

GDP YoY 6.80% 6.70% 6.50%
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Figure 3 Industrial production picked up due to easing 
measures while NBS PMI dipped  Figure 4 CPI and PPI convergence continued 

 

 

 

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

Figure 5 Trade surplus continued to expand due to the 

exporters’ front-loading behavior  
Figure 6 Both total social financing and new yuan loans 

dipped significantly despite the easing measures 

 

 

 

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

Figure 7 Retail sales slowed down significantly due to base 
effect and dipping auto sales  Figure 8 Auto sales continued declining in October 

 

 

 
Source:  CEIC and BBVA Research  Source:  CEIC and BBVA Research 
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México. 

For recipients in Peru, this document is distributed by BBVA Continental, a bank supervised by the Superintendencia de Banca, Seguros y 
Administradoras Privadas de Fondos de Pensiones. 

For recipients in Singapore, this document is distributed by BBVA, which Singapore branch is supervised by the Monetary Authority of Singapore. 

For recipients in USA, research on products other than swaps, or equity securities and equity derivatives prepared by BBVA, is being distributed 
by BBVA Securities, a subsidiary of BBVA registered with and supervised by the U.S. Securities and Exchange Commission and a member of the 
Financial Industry Regulatory Authority (“FINRA”) and the Securities Investor Protection Corporation. U.S. persons wishing to execute any 
transactions should do so only by contacting a representative of BBVA Securities in the U.S. Unless local regulations provide otherwise, non-U.S. 
persons should contact and execute transactions through a BBVA branch or affiliate in their home jurisdiction. 

Research on swaps is being distributed by BBVA, a swaps dealer registered with and supervised by the Commodity Futures Trading Commission 
(“CFTC”). U.S. persons wishing to execute any transactions should do so only by contacting a representative of BBVA. Unless local regulations 
provide otherwise, non-U.S. persons should contact and execute transactions through a BBVA branch or affiliate in their home jurisdiction.  

Research prepared by BBVA on equity securities and equity derivatives is being distributed by BBVA to “major U.S. institutional investors” based on 
an exemption from registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). BBVA is not 
a registered broker-dealer in the United States and is not subject to U.S. rules on preparing research or independence of research analysts.  

BBVA and BBVA Group companies or affiliates (art. 42 of the Royal Decree of 22 August 1885 Code of Commerce), are subject to the BBVA Group 
Policy on Conduct for Security Market Operations which establishes common standards for activity in these entities’ markets, but also specifically for 
analysis and analysts. This BBVA policy is available for reference at the following web site: www.bbva.com. 

Analysts residing outside the U.S. who have contributed to this report may not be registered with or qualified as research analysts by FINRA or the 
New York Stock Exchange and may not be considered “associated persons” of BBVA Securities (as such term is construed by the rules of FINRA). 
As such, they may not be subject to FINRA Rule 2241 or 2242 restrictions on communications with subject companies, public appearances and 
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