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China Economic Perspectives 
China by the Numbers (May 2018) 
 

Our guide to Chinese monthly data 
What the numbers are, what they mean, and the outlook going forward: 

What’s new 

 April real activity data held up but weakness elsewhere implies 
moderation is underway. Industrial production surprised on the upside with 
a 7%y/y jump, exports saw a broad-based rebound and real estate investment 
stayed strong. Resumption of activities after a late start in March (post-NPC), 
resumption of production in China's industrial North after the clean air 
campaign's end, and firmer manufacturing activities all helped. But, FAI growth 
slid to a YTD low, property sales fell back into contraction, retail sales cooled 
and infrastructure FAI stayed weak.  

 Some signs of pre-emptive policy fine-tuning have been sent, given 
global trade/growth uncertainties (e.g. April's RRR cut, Politburo language 
shift), but no large-scale easing has been announced.  

 China and the US issued a joint statement on May 19 on "a consensus to 
take effective measures to substantially reduce US goods trade deficit with 
China", but no specific amount was mentioned. China pledged to ramp up its 
US good/service purchases, including "meaningful increase" in agriculture and 
energy exports, with details to be worked out later. US officials are due to visit 
China next to finalize a "framework". 

What's next 

 Big scale trade war seemingly averted for now, but fundamental 
differences remain, including China's industrial policy and "Made in China 
2025". For now, we see the RMB still pivoting on USD movements. In the long 
run, trade deals may quicken the decline of China's current account surplus, 
adding depreciation pressure on the RMB. Recent events (e.g. ZTE) have led to 
concerns on how the global tech supply chain may be disrupted. Such 
uncertainty may lead to long-term shifts in trade & investment patterns. 

 More downward pressure coming in H2, mainly from weakening property 
and infrastructure activities, remains intact, with more visible growth pressures 
emerging in H2. A manufacturing FAI revival, resilient consumption and firm 
exports should offer some offset, but worsening trade frictions and weaker-
than-expected global growth mean downside trade risk has risen. 

 What could see support? Household consumption and manufacturing/ 
emerging industries investment would rank high as priority support areas. What 
specific easing policy measures are used will be data dependent, but if growth 
slows notably, recently tightened PPP & infrastructure-related financing may 
ease. Property easing is unlikely but any monetary easing signal may bolster 
market sentiment. We still see up to another 200bp RRR cuts this year, slower 
overall credit growth, and elevated but range-bound market rates. 
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Figure 1: April's 7%y/y IP rebound saw broad-
based support… 

 Figure 2: …as did April's stronger-than-
expected exports  

 

 

 
Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates *chart is 3mma basis 

Figure 3: Property investment stayed strong 
but sales continued to slide in April 

 Figure 4: Sharply slower "other" investment 
took YTD FAI down to 7%y/y 

 

 

 

Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates  

Figure 5: Household consumption would rank 
high as a priority area if more easing is needed 

 Figure 6: Rising concerns on how trade frictions 
may disrupt the global tech supply chain 

 

 

 
Source:  CEIC, UBS estimates  Source:  WIOD, UBS estimates 
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UBS Activity Indicators  
 

 UBS Physical Activity Index (3mma) held stable in April as stronger industry and transportation activities largely 
offset weaker power generation and construction. April's Li Keqiang index improved mainly on stronger power 
consumption (note Li Keqiang index is on monthly y/y basis). 

 Our Expenditure Index (3mma) slid in April on the back of softer net export growth (on weaker exports), while 
consumption and investment growth stayed broadly stable. 

 Our activity indices may ease later in 2018, as infrastructure investment slows more visibly on tightened local 
financing, property activities soften on marginally tighter policies and a fading uplift from shanty-town renovation 
subsidies, and credit growth stays weak. Moreover, while the US and China are moving towards a trade deal, we 
believe long-term trade relations remain challenging and uncertainties may pose downward pressures over time. That 
said, we expect short term activity indicators to hold steady at least until late Q2. 

 

Figure 7: UBS Physical Activity Index   Figure 8: Construction and industry 

 

 

 
Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates *chart is 3mma basis 

Figure 9: UBS Expenditure Index  Figure 10: Li Keqiang Index 

 

 

 
Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates. NB: Our Li Keqiang index 

uses industrial power consumption and new corporate 
M&L loans, not total RMB lending and total power 
generation.  
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Business Indicators 
 

 April's NBS PMI edged down to 51.4 from 51.5 in March, as new orders and new export orders slid, while 
production stabilized. On the other hand, Caixin's PMI edged up to 51.1 in April on the back of improved output, 
whereas new orders and new export orders both dipped down. In particular, new export order sub-indices in both PMIs 
slid relatively more visibly, possible due to ongoing trade frictions. 

 April's NBS non-manufacturing PMI edged up to 54.8, within which aviation transport, post & express, hotel, 
telecom, and internet grew strongly, while catering and real estate stayed below 50. Meanwhile, the banking climate 
index strengthened further in Q1, while a slightly lower PBC's 5000 entrepreneur expectation index suggests 
somewhat weaker sentiment (though still higher than that of Q317). 

 China's business indicators may soften later in 2018, as property activities decelerate, tightening local financing rules 
further dampen infrastructure investment, and profit growth moderates slightly (albeit to still positive levels). 
Uncertainties related to trade frictions also remain over the short and long run. That said, we do not expect real 
activities to soften visibly until going into H2. 

 

 
Figure 11: NBS and Caixin PMI  Figure 12: NBS PMI breakdown   Figure 13: Caixin PMI breakdown  

 

 

 

 

 
Source:  CEIC, UBS estimates.   Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 

Figure 14: Input prices  Figure 15: NBS non-manufacturing 
PMI  

 Figure 16: Other business climate 
indices 

 

 

 

 

 
Source:  CEIC, UBS estimates.   Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 

Note: Both sets of PMIs have different sample sizes & coverage – Caixin's PMI covers ~420 enterprises and is more biased to eastern regions and smaller enterprises. The 
official NBS PMI covers >3000 enterprises nationwide, with more large companies represented. The NBS PMI sample coverage was expanded from 820 to 3000 in Jan 
2013, which may undermine its comparability with historical data, making it harder to interpret the results of our additional layer of seasonal adjustments. 
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Property 
 

 Property sales dipped, new starts slowed, while investment stayed strong in April. Property sales contracted by 
-4.1%y/y and new starts slowed to 2.9%. Real estate investment stayed resilient at 10.2%y/y, boosted again by strong 
land purchasing value growth of 65%. Non-land investment narrowed its y/y contraction. Our construction index thus 
weakened further to -0.5%y/y (3mma basis). Overall average new property prices grew at a faster sequential pace of 
0.57%m/m in April, led by tier-2 and tier 3&4 cities.  

 Lower-tier cities led the strength of property sales (7.7%y/y) in 2017 (14%) and YTD 2018. Lower tier YTD sales 
have lost steam since the start of Q2 but were still outpacing tier-1&2 cities as of April (4.1%y/y) thanks to low 
inventory, robust sentiment and lingering support from shanty-town renovation's"subsidy scheme". We estimate that 
this subsidy uplift accounted for 18% of total residential floor space sold and 40% of residential sales growth 
momentum in 2016, with an even higher contribution in 2017 (20% and 60%, respectively). 

 Property sales may see a slight decline in 2018, as mortgage and property policies maintain a tightening bias, 
growth contribution from the subsidy scheme fades, and the front-loading of home purchasing activities cools. Despite 
market hopes, any impact from rental housing pilot programs may be limited in 2018, posing only a slight positive 
upside for construction but mildly negative downside for sales. We see property sales growth slowing from 7.7% in 
2017 to -2~0% in 2018. That said, low property inventory, still firm underlying market sentiment and proactive land 
purchases by developers (15.8%y/y) should help limit the downside to the new starts and investment slowdown we see 
in 2018 (both to 3-5% from 2017's 7%). 

Figure 17: April property sales dipped 
while new starts slowed 

 Figure 18: Mortgage loan growth has 
slowed as average rates moved up 

 Figure 19: Property construction vs. 
steel & cement demand 

 

 

 

 

 
Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates *chart is 3mma basis 

Figure 20: Sales in lower-tier cities 
slowed but still outpacing high-tiers 

 Figure 21: Shanty-town subsidy has 
boosted sales but its uplift is fading 

 Figure 22: Inventory-to-sales ratios 
edged back up after a sharp decline 

 

 

 

 

 
Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 

https://neo.ubs.com/shared/d1MN1SaThRnS
https://neo.ubs.com/shared/d2zKiBiZ1a
https://neo.ubs.com/shared/d2JaoGHOV8iLNjx
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Fixed Asset investment 
 April FAI growth edged down… to 5.9%y/y (vs. Q1: 8.3%) mostly on "other" FAI, taking the YTD print to 7%. 

Property investment growth stayed strong at 10.2%y/y, while manufacturing and infrastructure FAI growth edged up 
and stabilized respectively. 

 …mainly on "other" FAI. The reported resumption of construction work on local public projects after this year's 
longer-than-usual NPC meeting helped infrastructure investment to stabilize at a still weak 6.4%y/y in April as the 
sustained tightening of local financing rules continued to impose downward pressures. Manufacturing FAI edged up 
(6.6%y/y) as expected on a modestly low base and still solid industrial profit growth. But combined with last month's 
strong real estate investment, it was not enough to offset the softness of FAI from other sectors (excl. manufacturing, 
infrastructure, property) which slid sharply from 16.2%y/y in March to 4.2%, weighed down in particular by mining, 
education and healthcare services. 

 Infrastructure and property FAI to moderate to a pace of 10% and 3~5% respectively this year. Property 
investment growth may hold up for a little while longer on the earlier momentum of property sales, before slowing 
modestly in H2 2018, somewhat offsetting headwinds from still cooling infrastructure investment growth. Only if 
domestic growth slows notably, the recent tightening of scrutiny over PPP and infrastructure-related financing may be 
eased. Manufacturing investment may improve later in 2018 on China's sustained profit revival, but higher borrowing 
costs and slightly softer demand may limit any upside. 

Figure 23: April FAI slid on mostly on 
"other" investment… 

 Figure 24: …despite strong property 
and better manufacturing FAI  

 

 

 
Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates. *chart is 3mma basis 

 
Figure 25: Infrastructure will be less 
critical for FAI this year 

 Figure 26: Private FAI tends to mirror 
property investment growth 

 Figure 27: Transport & environmental 
FAI weighed down Q1 infrastructure 

 

 

 

 

 
Source:  CEIC, UBS estimates. *chart is 3mma basis  Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates. *chart is 3mma basis 
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Industrial Production 
 

 April saw a broad based stronger-than-expected IP rebound, by 1ppt to 7%y/y (faster than Q1), as activities 
resumed after a late start in March (post-NPC), industrial Northern provinces resumed production following the air 
quality campaign's end in mid-March, and manufacturing production firmed up mirroring still solid external demand.   

 Production in China still holding up. Value added activities in metal sectors stayed resilient (5%y/y), and rebounded 
in both the chemical and non-metal mineral sectors. Production of cement rebounded strongly to +3.2%y/y from 
>15% contraction previously despite a higher base, as that of crude oil and steel both improved. VA growth in 
transportation, textiles and electric machinery sectors all picked up. Both power generation and auto production sped 
up, the latter rebounding visibly to 10.8%y/y.  

 China's inventory growth improved in March in both nominal and real terms, the former edging up to 8.7%y/y and 
the latter (for the 6th straight month) to 5.8%. China's inventory/sales ratio (seasonally adjusted) improved again in 
March, this time mainly on inventory-sales activities in the chemical/metals sector where inventory/sales did not contract 
for the first time in six months, and further pick-up in the light (including electronics) sector. 

 

Figure 28: Industrial sales growth 
sped up in both real + nominal terms 

 Figure 29: April's IP saw broad-based 
support 

 

 

 

Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates 

Figure 30: Nominal/real inventory 
growth both picking up momentum 

 Figure 31: Flow-wise, inventory/sales 
ratio rose further 

 

 

 

Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates. NB: above chart is on a 
6-month average, real, seasonally adjusted basis 
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Consumption 
 

 April retail sales edged down more than expected albeit to a still resilient 9.4%y/y in nominal and 7.9% in real terms 
(both by 0.7ppt), after March's upside surprise. Though weaker, real/nominal retail sales growth rates remain within the 
narrow band where they've hovered for the past 2 years. 

 The picture on property-related retail sales was mixed, with sales of furniture and home appliances sliding to a 
high single digit pace while those of construction materials edged up on a low base (11.4%y/y). Auto sales stabilized at 
3.5%y/y while communication appliance sales also rebounded from a weak March to 10.8%. 

 Q1 household survey saw real consumption per capita pick up to 5.4%y/y, supported by stable real disposable 
income growth (6.6%). Nominal consumption per capita also edged up from 6.1%y/y to 7.6%, as nominal disposable 
income held largely stable at 8.8%. Sustained pro-consumption reforms (e.g. higher social safety net provisions such as 
the recently launched deferred pension insurance pilot) and a still positive corporate outlook should help underpin 
steady income and employment growth this year, underpinning resilient consumption to limit 2018's GDP growth 
downside. 

 

 

Figure 32: Consumption edged down 
in both real and nominal terms   

 Figure 33: Passenger car volume 
growth edged up again… 

 Figure 34: …while non-auto sales 
softened 

 

 

 

 

 
Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 

Figure 35: Q1 real income stayed 
firm…  

 Figure 36: …and real consumption per 
capita pick up 

 

 

 
Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 
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Inflation  
 

 CPI slid further to 1.8%y/y in April from 2.1% in March as food price (0.7%) moderated on weaker pork (-16.1%), 
fresh vegetable (8.2%) and fresh fruit (4.2%) prices, while non-food price stabilized (2.1%) as faster fuel price inflation 
(8.7%) largely offset softening touring prices (3.1%). Core CPI remained stable at 2%.  

 April PPI edged up to 3.4%y/y from 3.1% in March thanks to accelerating investment goods price (4.5%). Among 
which, mining sector (especially fuel) was a key driver, followed by raw material and manufacturing goods price.  
Consumer goods price inflation within PPI slipped further (0.1%), suggesting still limited transmission so far of earlier 
input price increases from upstream sectors. 

 Muted inflation pressures in 2018. We expect 2018 CPI to print 2.4% on a modest food price rebound (2~3%), 
resilient non-food price largely similar to last year (~2.3%), and modest transmission of PPI to CPI. Rising global oil 
prices and trade frictions may bring some upside risk, but even if oil moves up to $100/bbl, adding 30bp to our inflation 
forecast, that would still leave CPI at less than the government's 3% target, thus our sustained view for no benchmark 
rate hike this year. Trade frictions also pose some tariff-led inflation risk, but recent developments suggest that has 
eased. Average upstream PPI prices are expected to ease from current levels on less tight supply-demand fundamentals, 
and mid- and down-stream price inflation to rise (e.g. manufacturing goods) this year, thus our 2018E PPI call for 3.5%.  

Figure 37: CPI and PPI  Figure 38: Food / non-food inflation  Figure 39:  Food CPI by component 

 

 

 

 

 
Source:  CEIC, UBS estimates.   Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates *chart is 3mma basis 

Figure 40: Non-food CPI by 
component 

 Figure 41: Upstream price indices  Figure 42: PPI by component 

 

 

 

 

 
Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 

  



 

 China Economic Perspectives   25 May 2018 

 

 11 

Money & Credit 
 

 Overall credit growth stabilized in April. Headline new bank loans edged up to RMB 1.18 trillion as expected. New 
TSF stood at RMB 1.56 trillion (+172bn y/y), as rebounding corporate bonds and revived undiscounted bills more than 
offset weakness from other shadow credit. Our adjusted overall credit growth (TSF excl. equity + local govt. bond 
outstanding) largely stabilized at 12%y/y in April. 

 New credit flows and credit impulse both improved slightly. Our "new credit flow" (seasonally adjusted new 
credit as share of GDP, 3mma) edged up to 22% of GDP in April, and credit impulse (y/y change in y/y change of 
credit/GDP) narrowed its contraction slightly to -4.8% of GDP. M2 growth edged up to 8.3%y/y. 

 Credit growth to slow; non-financial sector debt / GDP to stabilize. In light of rising external uncertainties from 
trade frictions, the government has sent some signals of pre-emptive policy fine-tuning, although risk containment 
remains a key policy priority. China's finalized new AMP rules were released with a longer transition period but 
selectively tougher rules (e.g. wider definition of non-standard debt assets) than the draft. Implementation of the new 
rules will likely reduce shadow credit (especially missing shadow credit), which combined with possibly still strong bank 
lending will see overall credit growth easing from 13.6% in 2017 to ~12% in 2018. Slower credit growth is likely to 
have a bigger negative impact in 2018 than last year, as corporate earnings growth eases. China's non-financial sector 
debt relative to GDP stabilized in 2017 at ~272%. With the government’s explicit goal to “stabilize macro leverage” 
and expected slower overall credit growth, it's possible that China’s debt/GDP ratio may stabilize on a sustained basis 
within the next 3-5 years, especially if key structural adjustments continue to make notable progress. 

 

Figure 43: M1 and M2 growth both 
edged up in April 

 Figure 44: New RMB loans and TSF 
both a bit stronger y/y 

 Figure 45: Banks' domestic claims on 
NBFIs slowed further 

 

 

 

 

 
Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 

Figure 46: Adjusted TSF growth 
largely stable at 12% in April 

 Figure 47: Our new credit flow edged 
up in April… 

 Figure 48: …and credit impulse 
contraction narrowed slightly 

 

 

 

 

 
Source:  CEIC, Wind, UBS estimates  Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates 

https://neo.ubs.com/shared/d24XQBtnlE
https://neo.ubs.com/shared/d11le5RwZtDsVtI
https://neo.ubs.com/shared/d12OIMa31jhjDr
https://neo.ubs.com/shared/d1jKenYffsAwlCL
https://neo.ubs.com/shared/d1jKenYffsAwlCL
https://neo.ubs.com/shared/d2NTh6CKachmqeN
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Base Money & Liquidity Operations 
 

 Base money growth edged down to 7.2% in April from 8.1% in March, after adjusting for liquidity withdrawal 
following the expiration of CRA (Contingency Reserve Arrangement) facilities after the Chinese New Year. FX reserves 
continue to offer a slight positive contribution so far in 2018. 

 PBC announced a 100bp RRR cut on April 17, releasing ~RMB 1.3 trillion in liquidity, RMB 900 billion of which was 
intended to "swap out" with banks’ repayment of maturing Medium-term Lending Facility (MLF) previously borrowed 
from the PBC (note: total MLF outstanding at end-March: RMB 4.9 trillion). The remaining RMB 400 billion will be a net 
new liquidity injection, most of which will go to urban and rural commercial banks. 

 Proactive liquidity management versus regulatory tightening. We see April's RRR cut as more of a move to 
normalize PBC liquidity operations and to lower banks’ funding cost. With the implementation of the new Asset 
Management Product (AMP) rules keeping credit market liquidity tight, we expect the PBC to deliver up to another 
200bps in RRR cuts this year, mostly to swap out matured MLFs. Together with other liquidity provision tools, this 
should help ensure adequate liquidity and stable rates in the market, and keep bank loans resilient as shadow credit 
weakens on ongoing deleverage measures.  

Figure 49: April base money growth 
edged down on a 3mma basis  

 Figure 50: PBC has kept provisioning 
largely stable (CNY liquidity adjusted) 

 

 

 
Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, Wind, UBS estimates. Note: Jun 17 is MTD. 

Figure 51: PBC raised its repo and MLF 
rates after the last Fed rate hike 

 Figure 52: FX flows continue to offer a 
slight positive contribution 

 

 

 
Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 
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Interest Rates & Bond Market  
 Interbank market rates remain relatively stable, as the PBC combined use of its various instruments (e.g., CRA, a 

targeted RRR cut in Feb and broader 1% RRR cut in April ) with higher frequency OMO transactions to keep overall 
liquidity provisioning prudent but stable. Short-term rates also remain broadly stable with the DR007 hovering between 
2.6%~3.1% and R007 between 2.7%~6.2% (end-2017: 6.9%). The R007-DR007 gap typically widens towards 
month-end, but the gap has narrowed and volatility moderated since 2017.  

 Bond yields have bounced back to levels before April RRR cut. Sustained supervisory tightening and additional 
financial rules kept yields elevated entering 2018, though yields have eased since mid-Jan on better-than-expected 
liquidity and relative interbank stability post-CNY. China's bond market was further boosted in late March by China-US 
trade war worries, and rallied again after April RRR cut. That said, bond yields more recently bounced back to its pre-
April RRR cut levels, with the 10y CGB now trading at ~3.7% (albeit still 20-30bps lower than mid-Jan). The emergence 
of more reported credit event/cases has seen credit spreads widen, although sector/grade diversification remains. April 
total net bond issuance stayed strong at RMB 888bn (vs 1.1 trillion in March), mainly on continued local government 
issuance and resilient corporate bonds issuance thanks to improved market sentiment.  

 Improved bond issuance but no benchmark rate hike this year. 2018 corporate bond issuance should rebound on 
improved liquidity & bond market sentiment. We still see no PBC benchmark interest rate hike in 2018 given limited 
inflation pressure, but operation rates (OMO, MLF, etc.) should keep edging up, typically post-US Fed rate hikes. The 
reported gradual easing of limits on banks' deposit rates should help narrow the gap between market and benchmark 
rates, offsetting somewhat any easing signal from RRR cuts. If CPI surprised to the upside alongside persistent USD 
strengthening on US Fed hikes, then PBC may potentially raise benchmark rates & guide market rates higher. 

Figure 53: Interbank market rates still 
elevated but relatively stable 

 Figure 54: Bond yields have bounced 
back to levels before April RRR cut 

 

 

 
Source:  CEIC, Wind, UBS estimates. NB: R007 is average 7-day 
repo traded by all FIs, whereas DR007 is 7-day repo only traded by 
depository institutions making it a less volatile benchmark. 

 Source:  CEIC, UBS estimates 

Figure 55: Credit spreads widened again   Figure 56: April bond issuance strong 

 

 

 
Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 
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Trade 
 

 April exports and imports both picked up thanks to low base. April’s nominal USD exports jumped to 12.9%y/y 
while imports accelerated to 21.5%, leading to a trade surplus of $28.8 billion. In real terms, April’s exports picked up 
from -12% in March to +2% (vs Q1’s 7%), and imports up from 5% to 12% (vs Q1’s 10%). 

 Resilient external demand and low base underpinned April’s exports. The export uptick was broad-based, with 
shipments to the US (from -6%y/y to +10%), EU (10.9%), Japan, ASEAN, HKT and BRI all accelerated. Shipments of 
clothes, toys, autos and mobiles all rebounded too, partly on a low base. 

 Big scale trade war seemingly averted for now, but fundamental differences remain, including China's 
industrial policy and "Made in China 2025". After several rounds of bilateral trade frictions (USTR’s tariff list and 
China’s retaliation list), China and the US have initiated negotiations and more recently issued a joint statement with a 
consensus to substantially reduce the US-China trade deficit; though no specific amount was mentioned. China pledged 
to significantly increase purchase of US goods and services, e.g. agricultural and energy exports. Further Chinese 
concessions will likely include: 1) more Chinese purchases of US goods + services; 2) further opening of China's 
domestic market; 3) strengthening of IP protection and reduced technology transfer requirements. That said, long-term 
trade relations remain challenging and related uncertainties have risen. Bigger Chinese purchases of US agriculture and 
energy products alone cannot reduce the trade deficit by $200 bn. It's also not clear how China shifting imports away 
from other partners to the US may affect global trade flows and multilateral trade relations. Recent events (e.g. ZTE) 
have led to concerns on how the global tech supply chain may be disrupted. Such uncertainty may lead to long-term 
shifts in trade & investment patterns. 

Figure 57: Real and nominal exports 
both jumped in April  

 Figure 58: Ordinary imports grew 
faster than processing imports  

 Figure 59: Real exports and imports 
both grew at a slower q/q pace 

 

 

 

 

 
Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates *chart is 3mma basis  Source:  CEIC, UBS estimates 

Figure 60: April saw a trade balance 
of $29 billion 

 Figure 61: Trade of primary goods fell 
back into deficit last year 

 Figure 62: China’s stagnating market 
share in selected G3 imports 

 

 

 

 

 
Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates  Source:  CEIC, Eurostat, UBS estimates 
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FX Reserves & Capital Flows 
 

 China's FX reserves fell again in April by $18 billion to $3.125 trillion. YTD, China's FX reserves have slipped $15 
billion, compared with Q3 and Q4 2017's respective gains of $51.7 billion and $31.4 billion. Despite a $1.4 billion loss 
in Q1 2017, China's FX reserves saw a full-year gain of $129.4 billion in 2017, vs. 2016's full-year loss of $320 billion. 

 Capital outflows on valuation loss. Despite a positive trade surplus contribution, we estimate that non-FDI capital 
outflows reverted back to outflows of -$3 billion in April from March's inflows of $20 billion, mostly on a valuation loss 
of over $20 billion attributed to weaker EUR/JPY/GBP vs USD.  

 Outflow controls to stay in place and pressures contained. Despite recent RMB weakness and modest FX reserves 
decline, outflow pressures remain modest, allowing some marginal relaxation of PBC outflow controls (e.g. PBC 
recently lowered the RRR for CNH deposits back to 0%). That said, we don't see capital controls being lifted or a full 
capital account opening any time soon. Rather, we see more measures encouraging capital inflows to support longer-
term objectives, including further capital market opening or Belt Road Initiatives. As expected, ongoing US/China trade 
frictions will likely see more/earlier opening of some domestic sectors (e.g. measures announced at Boao Forum to 
further open the financial sector and lift limits on foreign investor shareholdings in China's auto industry). A firmer 
USDCNY (rising on the back of sustained dollar weakness) and improved market sentiment plus various stabilizing 
measures should all keep China's headline FX reserve ~/>RMB 3 trillion through 2018. 

 

Figure 63: China's headline FX reserves 
fell $18 billion in April… 

 Figure 64: …as USD strengthened 
against other major currencies 

 

 

 
Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 

Figure 65: Exporters are still 
converting FX proceeds into RMB 

 Figure 66: Net non-FDI outflows still 
modest 

 Figure 67: Beyond the near-term 
however, outflow pressures remain 

 

 

 

 

 
Source:  CEIC, Wind, UBS estimates  Source:  CEIC, UBS estimates  Source:  CEIC, UBS estimates 
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Exchange Rate 
 CNY weakened from 6.3 in mid-April to around 6.38 at present. This modest depreciation was mostly due to USD 

strength, attributed to marginally weaker European economic data, and to a lesser extent the impact of escalating US-
China trade frictions. On the other hand, the CFETS basket also strengthened modestly (by less than 1% during the 
same period) mostly against the weaker EUR. 

 PBC exchange rate policy continues to target stability, not directional change. On the policy front, PBC 
suspended its daily fixing counter-cyclical factor in mid-January, which combined with its frequent stronger fixing since 
underscores our view that the authorities were moving to release appreciation pressure, not to push for a USDCNY 
directional change. Moreover, PBC's statement post-suspension suggests that the counter-cyclical factor has not been 
removed but simply neutralized, and may be restored if needed. A subsequent SAFE news release and other senior 
official statements have reinforced that two-way exchange rate fluctuations are to be expected, and capital outflow 
controls will continue to be managed to keep overall flows "in balance". 

 Slight RMB appreciation later this year. For now, we see the RMB continuing to pivot on USD movements. In the 
long run, US-China trade frictions and any related trade deals may quicken the decline of China's current account 
surplus, adding depreciation pressure on the RMB. That said, further USD weakness and political pressures from the US 
will help provide some counterbalance. We think the PBC will try to avoid significant RMB depreciation as it would likely 
undermine domestic households and corporates' confidence in the RMB, and risk reviving capital outflow pressures. 
Further considering still resilient domestic demand this year and effective capital controls, we expect USDCNY to end 
this year at 6.2. 

Figure 68: CNY weakened against USD 
more recently… 

 Figure 69: …while it strengthened in  
real effective terms 

 

 

 
Source:  Bloomberg, UBS estimates  Source:  CEIC, UBS estimates 

Figure 70: RMB vs competitor currencies  Figure 71: Interest rate differential 

 

 

 
Source:  CEIC, UBS estimates  Source:  CEIC, Bloomberg, UBS estimates 
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Financial Markets  
 A-shares and H-shares bounced back recently. The January rally in A-shares was more than reversed towards the end of 

the month on heightened risk aversion amid a sharp US market selloff. The subsequent modest recovery was reversed in 
late March on growing US-China trade war concerns and later ZTE sanctions, onshore stock market sentiment turned 
positive in mid-April following the 100bp RRR cut and a few policy easing signals. This revival was further boosted by 
expectations for May's MSCI inclusion and the latest US-China joint statement, all of which has helped to narrow A-
shares' YTD loss to 4.6%. In contrast, Chinext has YTD gained 4.9%, thanks to market discussion about easier IPO rules 
for "unicorns", and introduction of CDRs. Offshore, the Hang Seng index gained 9.9% in January, corrected sharply in 
February mainly on the US selloff, and stayed weak thereafter before a modest recovery in May, resulting in a 2.8% 
YTD gain. Compared with A-shares' 6.6% gain in 2017, H-shares ended last year with their best annual performance in 
5 years (up 36%), thanks to a stable global outlook, ongoing tech cycle and improved south-bound flows. 

 We see ongoing SOE and supply side reforms as positive for corporate revenues and margins against a 
modest GDP slowdown backdrop in 2018. Improved corporate profits and cash flows this past year have reduced 
corporates' reliance on external borrowing. If this trend is sustained via continued supply side reforms and additional 
SOE reform deliverables, the improvement in SOE performance may last for longer even as GDP slows more visibly later.  

 But 2018 will offer a less favourable PPI base to support profits. YTD profit growth remains firm at 11.6%y/y, 
after 2017 full year profit growth rebounded sharply from 2016's 8.5% to 21.0%. Supply side reforms should continue 
to support corporate profits this year but PPI will be less favourable due to a higher base. We see China's profits revival 
rotating more to mid/lower-stream players in 2018, as commodity prices start to stagnate or decline.  

Figure 72: A-Share small chips out-
performing big chips  

 Figure 73: H-shares recovered 
modestly lately 

 Figure 74: Sector performance 
divergence in A-share market… 

 

 

 

 

 
Source:  Bloomberg, UBS estimates  Source:  Bloomberg, UBS estimates  Source:  Bloomberg, UBS estimates. *as of May24 

Figure 75: …and in H-share market  Figure 76: Softer PPI signals possible 
headwinds for 2018 earnings  

 Figure 77: YTD corporate profit 
remain firm 

 

 

 

 

 
Source:  Bloomberg, UBS estimates. *as of May24  Source:  Bloomberg, CEIC, UBS estimates  Source:  CEIC, UBS estimates *chart is 3mma basis 
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Fiscal 
 Fiscal revenue and expenditure growth both picked up. China’s fiscal revenue sped up from 8.4%y/y in March 

(14% in Q1) to 10.1% in April; fiscal expenditure rebounded from 4.2%y/y previously (11% in Q1) to 7.8%; and local 
land sales revenue edged down from 47.2% (42% in Q1) to 37.5%.  

 Pace of PPP projects implementation jumped in Q1 2018, though projects have also been removed from 
database. As of end Q1 2018, RMB 5.5 trillion of outstanding PPP projects (48% of total management database) have 
started implementation. In terms of flow, RMB 0.9 trillion of projects initiated implementation in Q1, following RMB 
2.37 trillion in 2017 (o/w RMB 0.5 trillion in Q4). Meanwhile, RMB 1.2 trillion of projects have been removed from the 
PPP database since December due to tighter management rules.  

 Headline fiscal deficit/GDP to narrow, as quasi-fiscal financing faces greater headwinds in 2018. 2018’s 
official general fiscal deficit was set at 2.6% of GDP (accrual basis), 0.4% lower than 2017’s budget plan and 1.1% 
lower than 2017’s actual outturn. Including government funds’ budget (greater issuance of special local government 
bonds), 2018’s planned overall government deficit is ~4.5% of GDP (cash basis), largely at par with 2017’s budget. 
However, most of China’s fiscal stimulus/financing of infrastructure investment comes from quasi-fiscal channels, which 
will likely see greater headwinds this year on a sustained policy push to tighten local government financing and enforce 
local debt discipline. PPP project progress will likely slow this year, delivering ~RMB 2 trillion in newly initiated new PPP 
investment, versus RMB 2.2-2.4 trillion annually in 2016-2017. On the other hand, the government has also announced 
corporate and household tax cuts of >RMB 800 billion (~1% of GDP). The total scale of tax and fee reductions will be 
similar to 2017’s over RMB 1 trillion, which should support corporate investment and household consumption. 

Figure 78: Fiscal revenue and 
spending rebounded in April 

 Figure 79: YTD Fiscal balance (cash 
basis) at a surplus 0.4% of GDP 

 

 

 
Source:  CEIC, UBS estimates. NB: above 3mma basis.  Source:  CEIC, UBS estimates 

Figure 80: Local land sales revenue 
growth edged down to 38% in April 

 Figure 81: RMB 5.5trn of PPP projects 
were being implemented at Q1 2018 

 

 

 
Source:  CEIC, Wind, UBS estimates  Source:  CEIC, UBS estimates 
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Macroeconomic data tables 

Source: UBS estimates 

  

Jan-17 Feb-17 Mar-17 Apr-17 May-17 Jun-17 Jul-17 Aug-17 Sep-17 Oct-17 Nov-17 Dec-17 Jan-18 Feb-18 Mar-18 Apr-18

Phy sical Activ ity  Index  (SARS-adjusted) 9.7 9.7 6.4 5.9 6.3 5.7 6.3 6.3 6.1 2.7 1.9 2.7 3.9 3.9 0.6 1.7
Industry 11.1 11.1 6.7 4.7 7.8 6.8 6.6 8.5 8.8 2.9 -1.0 -2.3 4.0 4.0 -4.1 -1.3
Elec 7.8 7.8 8.5 8.4 7.0 5.2 9.0 5.6 6.5 3.3 3.4 8.3 9.9 9.9 3.0 6.9
Trans 12.8 12.8 2.3 8.5 7.5 8.8 8.3 5.7 3.7 -3.2 1.8 2.8 -3.3 -3.3 9.0 1.5
Cons 8.9 8.9 9.4 7.3 4.8 5.0 3.9 5.8 3.2 3.7 4.0 5.6 3.9 3.9 0.9 -0.5
Agri 4.8 4.8 3.4 3.5 3.8 3.6 4.0 3.6 3.8 3.8 4.3 4.4 3.9 3.9 3.2 3.7

CPI sa 02=100 145.9 145.8 146.0 146.2 146.6 146.8 146.9 147.5 147.6 148.2 148.4 148.7 149.0 149.4 148.8 148.9
Food 02=100 222.5 218.0 219.6 219.5 221.7 221.7 221.3 222.1 221.3 223.5 223.3 223.5 224.8 224.8 223.4 221.0
Goods 02=100 107.9 108.1 108.4 108.6 108.8 108.9 109.0 109.5 110.1 110.4 110.5 110.7 110.9 111.1 111.0 111.3
Serv ices 02=100 130.7 130.7 130.8 131.1 131.5 131.7 131.9 132.1 132.4 132.7 132.9 133.2 133.6 133.9 133.7 133.9

CPI y /y % 2.5 0.8 0.9 1.2 1.5 1.5 1.4 1.8 1.6 1.9 1.7 1.8 1.5 2.9 2.1 1.8
Food y /y % 3.8 -1.4 -1.5 -0.8 0.4 0.3 0.2 1.2 0.2 1.1 0.6 1.0 0.6 4.5 2.6 1.9
Goods y /y % 2.2 1.8 2.0 2.1 2.1 2.2 2.1 2.2 2.3 2.3 2.3 2.2 1.9 2.5 2.0 2.0
Serv ices y /y % 2.7 -4.3 -4.4 -3.5 -1.6 -1.2 -1.1 -0.2 -1.4 -0.4 -1.1 -0.4 -0.5 4.4 2.1 0.7

PPI 96=100 116.3 116.7 117.4 116.8 116.4 116.6 116.9 118.2 119.3 119.9 120.4 120.8 121.1 121.1 121.0 120.7
RMI 96=100 148.7 149.7 150.9 150.3 149.8 149.6 149.5 151.2 152.9 153.9 154.7 155.5 156.3 156.3 156.2 155.8
CGPI 96=100 115.2 115.5 115.9 115.5 115.3 115.5 115.6 116.9 117.7 118.4 118.5 119.0 119.7 119.1 118.9 118.7
Import 96=100 124.3 128.5 127.9 128.5 127.1 126.1 125.8 128.1 131.2 131.4 132.3 135.0 137.4 135.4 135.0 134.0

PPI y /y % 6.9 7.8 7.6 6.4 5.5 5.5 5.5 6.3 6.9 6.9 5.8 4.9 4.3 3.7 3.1 3.4
RMI y /y % 8.4 9.9 10.0 9.0 8.0 7.3 7.0 7.7 8.5 8.4 7.1 5.9 5.2 4.4 3.7 3.7
CGPI y /y % 8.5 9.3 8.4 6.8 6.2 6.1 5.8 6.7 6.9 6.8 5.3 4.4 3.9 3.4 2.7 2.8
Import y /y % 5.3 9.1 8.2 6.6 5.0 4.1 3.5 5.8 8.6 7.9 7.8 8.9 10.6 5.0 5.7 4.7

M0 RMB bn sa 7,029 6,965 6,852 6,880 6,962 6,997 7,003 7,047 7,109 7,110 7,111 7,047 6,870 7,048 7,185 7,187
M1 RMB bn sa 47,009 48,665 49,023 49,881 50,225 50,387 51,311 51,647 52,220 52,454 52,815 52,795 53,108 53,134 53,226 53,475
M2 RMB bn sa 156,894 158,445 159,116 159,979 159,942 161,946 162,958 164,264 166,040 167,384 169,110 169,006 171,132 171,402 172,309 173,391
Loans RMB bn sa 108,344 109,762 110,397 111,772 112,953 114,032 115,311 116,477 117,636 118,811 120,173 121,078 122,574 123,572 124,790 125,983
Deposits RMB bn sa 153,513 155,058 155,279 156,233 156,837 158,067 159,458 160,630 162,255 163,509 164,980 165,808 168,375 168,548 169,388 170,225

M0 y /y % 19.4 3.3 6.1 6.2 7.3 6.6 6.1 6.5 7.2 6.3 5.7 3.4 -13.8 13.5 6.0 4.5
M1 y /y % 14.5 21.4 18.8 18.5 17.0 15.0 15.3 14.0 14.0 13.0 12.7 11.8 15.0 8.5 7.1 7.2
M2 y /y % 10.7 10.4 10.1 9.8 9.1 9.1 8.9 8.6 9.0 8.9 9.1 8.1 8.6 8.8 8.2 8.3
Loans y /y % 12.6 13.0 12.4 12.9 12.9 12.9 13.2 13.2 13.1 13.0 13.3 12.7 13.2 12.8 12.8 12.7
Deposits y /y % 10.4 11.4 10.3 9.8 9.2 9.2 9.4 9.0 9.3 9.1 9.6 9.0 10.5 8.6 8.7 8.9

Reserv e money RMB bn sa 29427 30057 30050 30248 30373 30299 30406 30658 30769 31009 31219 31159 30709 30524 31701 31061
Reserv e money  (adjusted) y /y % 9.0 7.1 7.1 7.5 7.7 5.4 5.6 6.1 5.6 5.5 5.5 4.4 -0.1 5.4 6.6 5.7

Fix ed asset inv estment y /y % 8.9 8.9 9.4 8.3 7.9 8.6 6.8 4.9 5.7 5.8 6.3 7.2 7.9 7.9 7.2 5.9
Real FAI y /y % 3.7 3.7 3.7 2.7 2.3 3.1 1.5 -0.6 0.0 -0.1 0.5 1.4 3.1 3.1 3.1 2.5

Industrial sales RMB bn
Industrial sales real grow th %y /y 4.7 3.9 5.6 5.5 6.8 7.4 4.2 3.1 3.7 4.3 -4.9 2.8 5.8 6.3 6.0 #N/A
Industrial v alue added grow th %y /y 6.3 6.3 7.6 6.5 6.5 7.6 6.4 6.0 6.6 6.2 6.1 6.2 7.2 7.2 6.0 7.0

Industrial inv entories RMB bn 3,747 3,747 3,881 3,988 4,028 4,013 4,085 4,121 4,124 4,217 4,261 4,204 3,900 3,900 4,034 #N/A
Inv entory /sales ratio % 43.7 43.8 43.4 43.8 43.9 43.8 43.6 43.6 43.9 43.9 44.8 45.2 45.1 44.1 #N/A #N/A

Industrial profits RMB bn 835 835 1,392 2,278 2,905 3,634 4,248 4,921 5,585 6,245 6,875 7,519 969 969 1,553 #N/A
Profit margin (sa) % 6.0 6.2 6.6 6.5 6.4 6.3 6.4 6.5 6.7 6.8 6.8 6.3 6.4 6.4 6.7 #N/A

Retail sales RMB bn 2,784 2,784 2,652 2,609 2,946 2,981 2,961 3,033 3,087 3,424 3,411 3,473 3,054 3,054 2,919 2,854
Real retail sales %y /y  SARS 8.2 8.2 10.5 10.0 9.7 10.1 9.7 8.9 9.3 8.6 8.9 8.0 7.8 7.8 8.4 7.9

Urban per capita disposable income RMB sa 2,025 2,043 2,056 2,073 2,081 2,091 2,102 2,114 2,143 2,132 2,139 2,146 2,156 2,161 2,171 #N/A
Urban per capita ex penditure RMB sa 1,391 1,392 1,395 1,400 1,402 1,404 1,407 1,410 1,413 1,419 1,425 1,454 1,434 1,438 1,442 #N/A
Rural cash income RMB sa 707 714 719 723 724 729 734 737 742 744 748 746 755 760 768 #N/A
Rural cash consumption ex penditure RMB sa 582 585 591 588 590 594 599 604 609 609 610 595 619 627 640 #N/A

Composite construction index % y /y 8.2 9.7 9.4 7.3 4.8 5.0 3.9 5.8 3.2 3.7 4.0 5.6 5.5 2.2 0.9 -0.5

Ex ports USD bn 180.2 118.8 179.0 177.6 189.0 194.8 192.2 198.1 197.9 187.8 215.8 231.7 200.1 171.1 174.1 200.4
Imports USD bn 131.6 129.8 156.5 141.3 149.2 153.5 147.3 157.9 170.4 150.9 177.3 177.4 180.4 137.8 179.1 171.7
Trade balance USD bn 48.6 -11.0 22.5 36.3 39.8 41.3 44.9 40.2 27.5 36.9 38.6 54.3 19.7 33.2 -5.0 28.8

Real ex port grow th % y /y 11.4 -2.3 16.5 7.0 9.6 11.6 6.9 3.9 6.2 3.7 7.0 6.9 5.4 38.9 -12.2 2.3
Real import grow th % y /y 11.0 27.1 11.1 4.5 8.6 12.4 7.5 7.6 9.7 8.7 9.3 -3.9 23.9 1.2 4.8 11.8

FDI utilized YTD USD bn 12.0 20.7 33.8 42.7 50.8 65.6 72.1 81.5 92.1 101.1 119.9 136.3 12.1 21.1 34.5 43.6
FDI utilized monthly  sa USD bn 12.3 10.1 10.3 10.3 8.5 11.0 7.5 10.7 11.5 10.5 19.9 6.8 12.3 10.4 10.6 10.5

FX reserv es USD bn 2,998 3,005 3,009 3,030 3,054 3,057 3,081 3,092 3,109 3,109 3,119 3,140 3,161 3,134 3,143 3,125
Monthly  interv ention (adj sa) USD bn 57.6 -12.0 15.5 26.6 21.1 39.7 52.4 42.1 38.0 6.4 52.5 43.0 74.6 60.1 -4.1 24.6

Current account (est) % GDP 1.4 0.3 0.5 0.2 1.7 1.7 1.7 1.4 1.2 1.1 1.2 1.7 0.9 0.7 -0.9 -0.7
FDI % GDP 1.5 1.5 1.2 1.1 1.1 1.1 1.0 1.0 0.9 0.9 1.2 1.4 1.5 1.1 1.0 0.9
"Other" capital (residual) % GDP -7.3 -4.3 -3.5 -1.1 -2.9 -3.3 -3.1 -2.9 -1.6 -1.3 -1.9 -3.0 -3.4 -3.2 -1.6 -1.1

CN NDF 3M -1.5% -0.9% -0.9% -0.8% -0.8% -0.6% -0.5% -0.5% -0.6% -0.6% -0.7% -0.6% -0.6% -0.6% -0.5% -0.4%
CN NDF 12M -4.0% -3.3% -3.1% -2.8% -2.8% -2.5% -2.2% -2.3% -2.1% -2.3% -2.4% -2.3% -2.1% -2.0% -1.9% -1.5%
CN Av erage CIBOR and REPO 7-day 2.63 2.86 3.08 3.07 3.12 3.22 3.15 3.27 3.27 3.15 3.24 3.34 3.13 3.03 3.17 3.34
CN av erage long y ield 3.48 3.63 3.62 3.64 3.86 3.84 3.85 3.97 4.04 4.06 4.17 4.17 4.18 4.12 4.03 3.89
SH market 3,137 3,204 3,239 3,215 3,098 3,143 3,223 3,282 3,362 3,379 3,387 3,294 3,455 3,271 3,245 3,121
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World and APAC snapshot 

  Real Growth (%y/y)  Consumer prices (%y/y)  Industrial production (%y/y) 

  2016 2017 2018E 2019E  2016 2017 2018E 2019E  2016 2017 2018E 2019E 

World  3.2 3.9 4.1 4.1 

 

2.6 2.7 3.0 2.9 

 

2.2 3.5 4.6 4.1 

 
 

              Major economies 

             US  1.5 2.3 2.8 3.0 

 

1.3 2.1 2.7 2.2 

 

-2.0 1.6 3.4 2.0 

Eurozone  1.8 2.5 2.2 2.0 

 

0.2 1.5 1.6 1.6 

 

1.7 2.9 4.2 3.4 

                

Asia Pacific               

China  6.7 6.9 6.6 6.4 

 

2.0 1.6 2.4 2.2 

 

6.0 6.4 6.2 6.0 

Hong Kong  2.1 3.8 4.0 3.5 

 

2.4 1.5 2.2 3.1 

 

-0.5 0.2 0.2 0.4 

India  7.1 6.6 7.4 7.7 

 

4.5 3.6 4.7 4.4 

 

7.9 5.0 7.5 7.5 

Indonesia  5.0 5.1 5.4 5.7 

 

3.5 3.8 3.6 3.8 

 

4.3 4.3 3.9 5.6 

Japan  0.9 1.7 1.7 1.1  -0.1 0.5 1.3 2.1  -0.2 0.0 4.6 3.5 

Malaysia  4.2 5.9 5.4 5.2 

 

2.1 3.8 2.6 2.4 

 

4.4 6.0 7.1 6.6 

Philippines  6.9 6.7 6.8 6.6 

 

1.3 2.9 4.1 3.6 

 

7.1 8.4 6.8 6.6 

Singapore  2.4 3.6 3.6 3.2 

 

-0.5 0.6 1.0 1.8 

 

3.7 10.1 5.5 3.0 

Korea  2.9 3.1 3.0 3.0 

 

1.0 1.9 1.8 1.9 

 

3.2 2.3 2.9 3.0 

Taiwan  1.4 2.9 3.0 2.8 

 

1.4 0.6 1.5 1.4 

 

1.5 3.0 4.0 3.6 

Thailand  3.3 3.9 4.2 3.8  0.2 0.7 1.3 1.3  2.3 2.5 4.0 3.6 

Australia  6.2 6.8 6.8 7.0 

 

2.7 3.5 4.3 3.7 

 

7.7 10.0 12.9 13.7 

       

  Current account (% of GDP)  Exchange rate (LC per $, end period)  Policy rate (%p.a. end period) 

  2016 2017 2018E 2019E  Current 2017 2018E 2019E  Current 2017 2018E 2019E 

Major Economies 

             US  -2.4 -2.4 -2.5 -2.9 

 

-- -- -- -- 

 

1.38 1.38 2.38 3.13 

Eurozone  3.6 3.5 2.7 2.5 

 

1.23 1.18 1.30 1.35 

 

0.00 -0.40 -0.40 0.00 

                

Asia Pacific              

China  1.8 1.3 0.9 0.8 

 

6.34 6.53 6.20 6.10 

 

1.50 1.50 1.50 1.50 

HK  4.0 4.2 3.8 4.0 

 

7.82 7.82 7.80 7.80 

 

0.91 1.31 1.90 2.60 

India*  -0.7 -1.8 -2.0 -2.1 

 

64.8 65.0 64.0 65.5 

 

6.00 6.00 6.00 6.00 

Indonesia  -1.8 -1.7 -1.8 -1.8 

 

13,659 13,548 13,600 13,600 

 

4.25 4.25 4.75 5.00 

Japan  3.8 0.0 4.6 4.2 

 

106.9 112.7 108.0 113.0 

 

-0.05 -0.06 0.00 0.00 

Malaysia  2.3 3.0 3.8 3.5 

 

3.91 4.06 4.00 3.80 

 

3.25 3.00 3.25 3.50 

Philippines  -0.4 -0.8 -2.5 -2.9 

 

52.1 49.9 54.0 54.0 

 

3.00 3.00 3.75 4.25 

Singapore  19.1 18.8 15.0 12.4 

 

1.32 1.34 1.28 1.25 

 

1.13 1.50 2.32 2.94 

Korea  7.3 4.9 5.5 5.5 

 

1,077 1,071 1,030 1,010 

 

1.50 1.50 2.00 2.50 

Taiwan  13.6 12.3 12.4 12.8  29.3 29.8 28.5 28.3  1.38 1.38 1.63 1.88 

Thailand  11.7 10.6 8.2 7.8  31.5 32.6 30.0 29.5  1.50 1.50 1.75 2.25 

Australia  4.2 2.1 3.4 3.9 

 

22,443 22,894 22,700 22,700 

 

6.25 6.25 6.25 6.25 

Data source: CEIC, Haver and UBS forecasts. *FY Beginning April 
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Key global indicators 

 2015 2016 2017F 2018F 2019F  1Q16 2Q16 3Q16 4Q16 1Q17 2Q17 3Q17 4Q17F 

Real Growth 
     

 
        

World 3.6 3.2 3.9 4.1 4.1  3.7 3.8 4.0 4.0 4.1 4.1 4.0 4.1 

US 2.9 1.5 2.3 2.8 3.0  2.0 2.2 2.3 2.6 2.9 2.8 2.8 2.9 

Eurozone 2.0 1.8 2.5 2.2 2.0  2.1 2.4 2.7 2.8 2.5 2.4 2.1 2.0 

Japan 1.4 0.9 1.7 1.7 1.1  1.3 1.6 1.9 1.8 1.0 1.9 1.5 1.4 

China 6.9 6.7 6.9 6.6 6.4  6.9 6.9 6.8 6.8 6.8 6.6 6.6 6.5 

Industrial Production  
        

World 2.7 2.2 3.5 4.6 4.1  -- -- -- -- -- -- -- -- 

US -0.7 -2.0 1.6 3.4 2.0  -- -- -- -- -- -- -- -- 

Eurozone 2.5 1.7 2.9 4.2 3.4  -- -- -- -- -- -- -- -- 

Japan -1.2 -0.2 0.0 4.6 3.5  -- -- -- -- -- -- -- -- 

China 6.0 6.0 6.4 6.2 6.0  6.5 6.6 6.3 6.2 6.2 6.2 6.2 6.1 

Inflation 
 

 
        

World 2.6 2.6 2.7 3.0 2.9  -- -- -- -- -- -- -- -- 

US 0.1 1.3 2.1 2.7 2.2  2.6 1.9 2.0 2.1 2.3 2.8 2.9 2.7 

Eurozone 0.0 0.2 1.5 1.6 1.6  1.8 1.5 1.4 1.4 1.3 1.5 1.7 1.7 

Japan 0.8 -0.1 0.5 1.3 2.1  0.3 0.4 0.6 0.6 1.3 1.2 1.3 1.5 

China 1.4 2.0 1.6 2.4 2.2  1.4 1.4 1.6 1.8 2.1 2.1 2.6 2.6 

Key commodity prices 
 

 
        

Brent Oil (USD/barrel) 53.6 45.7 54.9 63.0 62.0  55.1 51.3 51.5 54.0 65.0 61.0 61.0 65.0 

Thermal Coal (US$/t) 58 67 88 84 79  81 80 95 90 -- -- -- -- 

CRB Index 410.3 405.0 433.1 -- --  432.6 431.9 438.0 429.8 441.1 -- -- -- 

Key interest rates 
 

 
        

US Fed Funds rate 0.38 0.55 1.33 2.38 3.13  0.82 1.06 1.06 1.33 1.67 1.88 2.13 2.38 

3M USD Libor 0.61 1.00 1.69 2.72 3.34  1.15 1.30 1.33 1.69 2.31 2.22 2.47 2.72 

ECB refinancing rate 0.05 0.00 0.00 0.00 0.50  0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

10-year US treasury 2.27 2.10 2.40 2.90 3.00  2.25 2.30 2.40 2.40 2.70 2.75 2.80 2.90 

10-year German bond 0.59 0.30 0.45 1.00 1.30  0.40 0.50 0.60 0.45 0.60 0.70 0.85 1.00 

Key exchange rates 
  

 
        

USD/Euro 1.12 1.09 1.18 1.30 1.35  1.07 1.14 1.18 1.20 1.2 -- -- -- 

Yen/USD 125.0 108.0 115.0 108.0 113.0  111.8 112.1 112.5 112.7 106.2 -- -- -- 

CNY/USD 6.5 6.9 6.5 6.2 6.1  6.9 6.8 6.6 6.5 6.3 6.3 6.2 6.2 

Data source: CEIC, Haver and UBS forecasts.  
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Notes: 
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