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China Economy in 2019

Bottom-up stabilization in 4Q

Economic growth stabilized at 6.0% in 4Q19, locking 2019 annual growth at 6.1%.
Both figures fell short of our forecast by 0.1ppt mainly because of weaker-than-
expected contribution from net export. Nonetheless, manufacturing activities and
retail sales showed trends of recovery, boosted by certain industries in 4Q19.
Over the year, consumption and investment contributed to 57.8%/31.2% of GDP
growth, respectively, while net export to the rest. In 2020, we expect policy
stimulation may kick in earlier than expected, represented in particular by fiscal
expansion, i.e. speedier government bond issuance in 1Q.

Industrial value-added advanced 6.9% in Dec 2019 and 5.7% in 2019.
The rebound in Dec was mainly driven by the manufacturing sector. Among
the major industries, automobile manufacturing strengthened, enlarging
value-added growth to 10.4% YoY in Dec 2019 (overall growth in 2019 was
1.8% YoY). High-tech manufacturing continued to outperform, of which
output growth was 8.8% in 2019. We believe the recovery cycle for certain
industries, driven by 5G launch and related technological capex increase,
has just started and will continue into 2020.

FAI growth accelerated thanks to manufacturing. FAI advanced 5.4%
YoY in 2019, up 0.2ppt from Jan-Nov 2019. Manufacturing FAI accelerated
0.6ppt to 3.1% YoY in 2019. Growth was primarily led by computer,
telecommunications and electronic manufacturing. Such trend may continue
into the future along with 5G commercialization. Infrastructure FAI slid a bit
to 3.8% in 2019 possibly due to decelerated construction in Dec. Real estate
FAl advanced 9.9% YoY in 2019, among which construction expenditure
was robust while land acquisition decline was gentler.

Stable consumption in Dec. Retail sales growth maintained at 8.0% in Dec
2019, flat when compared to Nov 2019. Over the year, nominal/real growth
was 8.0%/6.0%, respectively, and nominal growth was stable at 9.0%
excluding car sales. Stabilization of retail sales growth in Nov and Dec was
attributable to 1) robust demand before the CNY, stimulated further by
“11.11” and “12.12” discounts; 2) recovering automobile sales — sales
volume decline shrank gradually since Sep 2019 to 0.9% in Dec (annual
figure declined 8-9% YoY). Online channel maintained high growth at 19.5%
in 2019 thanks in part to higher penetration into lower-tier cities, boosting its
share of overall goods sales to 20.7%.

Data Summary

Industrial value-added 4.7 6.2 6.9

Fixed asset investment 5.8 5.2 5.2 5.4 5.4 5.2
- Manufacturing FAI 3.00 2.6 2.5 3.1 3.1 2.6
- Real estate FAI 10.9 10.3 10.2 9.9 9.9 9.6
- Infrastructure FAI 4.1 4.2 4.0 3.8 3.8 4.2
Retail sales value 8.4 7.2 8.0 8.0 8.0 8.0

Source: NBS, CMBIS

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE
ACCESS KEY TO OUR REPORTS ON BLOOMBERG: CMBR

y 18 48 E FR

CMB INTERNATIONAL

If H i1 % #wo W WooEL #

A Wholly Owned Subsidiary Of China Merchants Bank

Ding Wenjie, PhD

(852) 3900 0856 /

(86) 755 2367 5597
dingwenjie@cmbi.com.hk

-

2010 20 012 2013 2014 2015 2016 2 2018 2019

Source: NBS, Wind, CMBIS

Related Reports

On monthly China economy

1. China Economy in Nov: The light of
dawn — 17 Dec 2019

2. China economy in Oct: Look beyond
seasonality for stabilization in Nov
and Dec — 15 Nov 2019

3. China Economy in Sep: Trough in
3Q, expect marginal stabilization in
4Q — 21 Oct 2019

4. China Economy in Aug: Still in a
trough & why we bet on stabilization
in 4Q — 17 Sep 2019

On inflation/PMI monitors

5. Distortions from pork will gradually
abate — 9 Jan 2020

6. China PMI in Dec: A tempo — 31 Dec
2019

7.  China inflation in Nov: Pork remains
in the spotlight — 11 Dec 2019

8. China inflation in Sep: Pork price up
higher — 15 Oct 2019

Other thematic reports

9. Embracing new relationship in the
new decade: on China-US Phase
One Deal — 17 Jan 2020

10. China CEWC key takeaways:
Economic  stability and policy
coordination — 13 Dec 2019

11. The toughest grass stands strong
winds: 2020 China economic outlook
— 2 Dec 2019

12. China-US trade talk: Phase One
Deal for tentative truce — 14 Oct 2019



20 Jan 2020

8 48 B fR

CMB INTERNATIONAL

Figure 1: GDP increased 6.0% YoY and 1.5% QoQ in

Figure 2: Tertiary sector accounted for 54% of GDP in
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Figure 3: Consumption and investment contributed
57.8%/31.2% of GDP growth in 2019

to Figure 4: Energy consumption per GDP declined 2.6%
YoY, underpinning quality growth
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Figure 5: Industrial value-added advanced 6.9%in Dec Figure 6: Manufacturing value-added growth
2019 continued to pick up
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Figure 7: High-tech manufacturing outperformed Figure 8: Output growth for selected industries (in

overall manufacturing output growth volume)
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Figure 9: Automobile output trending up

Source: NBS, Wind, CMBIS

Figure 10: Manufacturing FAI beat in Dec 2019
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Figure 11: Computers,
electronic manufacturing were leading FAI growth

Source: NBS, Wind, CMBIS estimates

telecommunications and Figure 12: Real estate FAl increased 9.9% YoY in 2019,

among which construction expenditure was robust
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Figure 13: Retail sales increased 8.0% in Dec 2019

Figure 14: Online channel contributed to 20.7% of
goods sales
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Figure 15: Automobile sales decline had been Figure 16: Disposable income growth was one of the
shrinking since Sep 2019 concerns regarding future consumption growth
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