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China Economy in Jul

Mild pace of recovery

China’s checkmark-shaped recovery entered a stabilizing period, where the
economy is improving but the rebound becomes less vigorous whether in terms
of industrial activities, FAI or consumption. Employment situations also stabilized,
with 1.07 million people added to urban employed population and unemployment
ratio stayed unchanged at 5.7%. We expect mild pace of recovery to continue in
the upcoming months. High-tech industries and infrastructure investment will
remain the primary contributors to economic growth.

Industrial value-added maintained expansion pace at 4.8% YoY in Jul.
Manufacturing sector output increased 6.0% YoY, up 0.9ppt from Jun,
whereas growth of mining and utilities supply decelerated. Equipment and
high-tech manufacturing output expanded 13%/9.8% in Jul, vs. 9.7%/10.0%
in Jun and continued to outpace overall manufacturing output growth.
Boosted by recovering downstream demand, production of automobiles,
construction machinery, industrial robots, smart phones and computers
reported double-digit expansion.

Urban FAI declined 1.6% in Jan-Jul, narrowing 1.5ppt from 1HZ20.
Among the major component, 1) manufacturing FAI declined 10.2% in
Jan-Jul, narrowing 1.5ppt from 1H20. FAIl of high-tech manufacturing
increased 7.4% YoY, among which computer, tele-communications and
electronic equipment industry documented 10.7% YoY FAI growth. 2)
Infrastructure FAI declined 1.0% in Jan-Jul, narrowing 1.7ppt from 1H20. Its
rebound was impeded to some extent by the flooding and stormy weather in

summer. We forecast annual growth for infrastructure FAI to be around 5.0%.

3) Real estate FAI growth accelerated 1.5ppt from 1H20 to 3.4% YoY in
Jan-Jul on back of both construction and land acquisition expenditures. We
think this firming-up trend may continue into 3Q.

Consumption decline narrowed, though at a decelerating pace. Retall
sales decreased 1.1% in Jul, vs. 1.8% in Jun. The Jul data was underpinned
by 1) stronger car sales, +12.3% YoY in the above-designated sample; 2)
accelerated recovery of catering and restaurant services — catering revenue
narrowed decline to 8.2% YoY for the above-designated sample; 3) strong
momentum of online goods sales +15.7% YoY in Jan-Jul. However,
excluding car sales, retail sales decline enlarged to 2.4% in Jul from 1.0% in
Jun, indicating that overall consumption recovery may still remain lackluster.
Moreover, there still exist gap between large retailers and smaller retailers,
indicating unbalanced recovery.

Data Summary

YoY growth (%) 1Q20 Apr-20 May-20 1H20 Jul-20

Industrial value-added -8.4 -1.3

Fixed asset investment, 161 103 6.3 31 31 16
- Manufacturing FAI -25.2 -18.8 -14.8 -11.7 -11.7 -10.2
- Real estate FAI -7.7 -3.3 -0.3 1.9 1.9 3.4
- Infrastructure FAI -19.7 -11.8 -6.3 -2.7 -2.7 -1.0
Retail sales value -19 -7.5 -2.8 -1.8 -11.4 -1.1

Source: NBS, CMBIS
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B Employment situations

Figure 1: In Jul, 1.07 million people were added to urban Figure 2: Surveyed urban unemployment rate stayed

employed population flat at 5.7% in Jul
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B Industrial production
Figure 3: Industrial value-added growth maintained
pace at 4.8% YoY in Jul Figure 4: Industrial value-added growth by sector
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Figure 5: High-tech manufacturing output Figure 6: Strong output of high-tech products
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Figure 7: Automobile output

Figure 8: Export delivery of industrial companies
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H FAI

Figure 9: FAI growth by key components

Source: NBS, Wind, CMBIS

Figure 10: Manufacturing FAI
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Figure 11: Monthly growth of infrastructure FAI

Source: NBS, Wind, CMBIS

Figure 12: Real estate FAl boosted by both
construction and land acquisition expenditures

YoY growth
60%

Monthly Infrastructure FAI, YoY
Monthly infrastructure FAI (excl. utilities), YoY
50%

40%
30%
20%
10%

Ay P

‘[\‘/‘”\l\
|

0\"-’(”\“\"(”\‘3\@\’0 /\'(\;3’\\ 20 R
RN AN A R AN AR AN AN

0%
S ’\Q‘b %@Sgb\s,@ N g
BICAE SR AN S AN AR AN ‘
\
-20%

-30%

-40%

YTD YoY
growth, %

100%

= = = = Overall real estate investment

Construction

Land acquisition

80%

60%

40%

20%

0%

-20%

2007-07
2008-01
2008-07

-40%

Source: NBS, Wind, CMBIS

Source: NBS, Wind, CMBIS

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3



17 Aug 2020 C?g’ﬁg%
B Retail sales

Figure 13: Retail sales value decreased 1.1% YoY in
Jul

Figure 14: Catering services narrowed decline to
8.2% in Jul for the above-designated-size sample

Retail sales value, YoY growth
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Figure 15: Retail sales were boosted by stronger car
sales in Jul

Source: Wind, CMBIS

Figure 16: Car sales for the above-designated sample
turned positive in Jul
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Figure 17: Accelerating online goods sales
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