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Chinese economy has continued to grow on a weak trend generally. Real GDP growth for
April-June remained on the same level of Jan-Mar increase of 7.0% yoy, the slowest
expansion since Jan-Mar of 2009. Among the indicators available for June, industrial
production rose by 6.8% yoy (6.1% in May), retail sales increased by 10.6% (10.1% in May),
though further aggravation of the economy has been stopped and in general both showed that
weak growth continued (Table 1). Investment in fixed assets (urban area, cumulative to date in
the year) levelled off at an increase of 11.4% (same as May) but despite public investment, in
the transportation sector mainly in railways, supporting growth, mining, manufacturing, and real
estates continued to slowdown.

In the housing market, there is a sign of stabilization. Responding to the stimulus measures of
the government and monetary easing, housing sales by floor space recorded an increase of
4.5% yoy in June, regaining a positive increase for the first time since December 2013, and
housing sales prices exceeded the level of previous month in an increasing number of cities,
especially among the larger ones. Still, there remains persistent adjustment pressure in the
rural areas which suffer from a high level of inventories and there is no sign of stop in the
slowdown of increasing trend of property investment. Followed by monetary easing, money
supply (M2) increased 11.8% yoy in June, slightly accelerating its pace of increase, but since
the demand for fund is sluggish, its rapid expansion cannot be expected in the near future.

In the financial market, the Shanghai Stock Exchange Composite Index fell by about 30% in
about 3 weeks since the middle of June, after rapidly rising largely boosted by monetary easing
since last November. The authorities were quick to come to rescue the market by putting
restriction on new IPOs and injection of investment fund, showing a heightened sense of
caution for a plunge of stock prices. It is considered, however, that the direct impact of the fall
on the economy will be rather limited, since (i) the current stock price still exceed the level in
last November, (ii) there seems to be no strong correlation between stock price and private
consumption, (iii) companies are less dependent on fund raising in the stock market (Chart 1).
Yet, it is the existence of an excessive pool of saving that lies in the background of sharp
fluctuation of asset prices as is seen in the volatile stock prices. In an environment that the
earning rate of real investment is hovering at a low level owing to accumulation of excessive
investment, it should be carefully watched where the excessive saving accumulated in the
household sector will go next and which instruments will be targeted.
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Tablel: Main Economic Indicators (China) Chart 1:Retail Sales and Stock Price Index

2015
: evaluation | o5 (YOY, %) (19 Dec, 1990=100) - ;09
Jan | Feb : Mar i Apr : May i Jun !
Exports (YoY, %) 225 A 150: A 64 A 25 28 negative | 23 6.000
Imports (YoY, %) A 202 A 127: A 163; A 17.6: A 6.1 negative 21
Fixed Assets Investment N 5,000
(YTD, YoY, %) 139 135: 12.0: 114: 11.4f negative 19 \
. \
Real Estate 113 90: 71: 61: 57| negative \
17 ‘4,000
Retail Sales (YoY, %) 10.7 10.2: 10.0: 10.1: 10.6[ weak 1
Industrial Production . 15 #,000
(YoY. %) 6.8 56: 59: 6.1 6.8] negative |
Manufacturing PMI 49.8: 49.9: 50.1: 50.1: 50.2: 50.2] weak 13 | ,'2 000
1
Non-manufacturing PMI 537) 539; 537 534 532 538| positive | 11 ’
Note: 1) Manufacturing PMI and Non-manufacturing PMI are from China National 9 L —=—Retail Sales (3-month moving average, Ihs) ~ 27 1,000
Bureau of Stafistics. - —Shanghai Stock Exchange Composite Index (rhs)
2) Shadow ed portion indicates low er grow th rates or decline in indicators from ) ; ; ; ; ; ; ; ; ) 0
previous months. 7
3) Evaluation is made based on the judgment as compared to the data for 05 06 07 08 09 10 11 12 13 14 15 (Year)
6 months before.
Source: China National Bureau of Statistics, BTMU Source: China National Bureau of Statistics and Shanghai Stock Exchang, BTMU

For further details, please contact the Economic Research Office, Bank of Tokyo-Mitsubishi UFJ
Chief Manager Ishimaru Tel: 03-3240-3204
Directed by Shingo Takeshima <shingo_takeshima@mufg.jp>
Written by Aki Fukuchi <aki_fukuchi@mufg.jp>

This report is intended for information purposes only and shall not be construed as solicitation to take any action such as
purchasing/selling/investing financial market products. In taking any action, each reader is requested to act on the basis of his or her own
judgment. This report is based on information believed to be reliable, but we do not guarantee its accuracy. The contents of the report may
be revised without advance notice. Also, this report is a literary work protected by the copyright act. No part of this report may be
reproduced in any form without express statement of its source. This report is also available for viewing online.

2 China Economic Monthly | 28 July 2015 @ M U FG



