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Caixin PMI surveys point to steady economic growth despite export decline

E Caixin Composite PMI Output Index at 52.3 in May,
unchanged from April

® Export sales fall again, partly weighed on by stronger
CNY

B Surveys point to resilient domestic demand

China’s economy maintained a steady momentum
midway through the second quarter, according to the
latest Caixin PMI surveys. The upturn appeared
increasingly driven by domestic demand, indicating
further progress of the government’s planned shift
towards more consumption-based economic growth.

Resilient growth

The Caixin China Composite PMI™ Output Index
came in at 52.3 in May, unchanged from April,
signalling another modest increase in Chinese
business activity. At 52.7, the average PMI reading so
far this year is up from 51.9 in 2017, and represents
the strongest start to a year since 2011.

Other survey sub-indicators point to stable growth in
coming months. New business inflows grew at a rate
that was similar to those seen in recent months, while
business confidence remained positive. Backlogs of
work continued to accumulate, albeit at a slower pace.

By sector, services activity continued to expand at a
faster rate than manufacturing output. With export
sales remaining in decline across the manufacturing
sector, the survey data suggest domestic demand has
increasingly become the main growth driver.

Domestic-led upturn

A recent easing of global trade growth has coincided
with a downturn in Chinese exports. May data
indicated a second monthly fall in new export orders.
There were also signs that a stronger yuan has started
to reduce export competitiveness. Despite a recent
depreciation, the yuan is still up 2.1% against the US
dollar so far this year.

China PMI and economic growth
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China PMI: manufacturing and service sectors

Caixin China Business Activity / Output Indices
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Falling export sales
China Manufacturing PMI
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There were very few mentions of rising sino-US trade
tensions in the survey’'s anecdotal evidence,
suggesting Chinese manufacturers were not overly
concerned about tit-for-tat trade measures. Future
expectations of growth even ticked higher in the
manufacturing sector, albeit remaining below highs
seen at the start of the year.

Softer external sales were offset by rising local
demand, reflecting a strengthening domestic market.
Data broken down by types of manufactured goods
revealed that output growth of consumer products
continued to outpace that of intermediate and
investment goods.

Another key gauge of domestic demand is the service
sector’s performance. Service sector business activity
saw a higher rate of expansion in May than the annual
averages in the past five years. As such, recent survey
data highlight the resilience of the domestic market,
which indicated progress in efforts to transition the
economy from high-speed to high-quality growth.

Steady growth momentum will permit — even
encourage — the Chinese government to continue
pursuing its reform agenda, such as boosting
consumption, reining in excess credit growth, and
market liberalisation.
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Click here for more PMI and economic commentary.
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