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A New Reality Sinks In 

 

 

 

 

Band-Aid, Not Stimulus 

We are downgrading our forecasts for China’s GDP growth to 4.8% in 2023 

(from 5%) and 4.4% in 2024 (from 4.6%).  Growth is likely to come in at around 

4% in 2H 2023, after expanding by 5.4% in 1H. Trade and inflation data showed 

moderating deterioration in the economy in August, even as easing measures 

only gathered pace in end-August. The authorities confounded market 

expectations of forceful stimulus by rolling out restrained measures to 

support equity and real estate markets, as well as boost consumption. The 

steps included halving of stamp duty on stock trades, crimping policy rates, 

and doubling income tax breaks for childcare. The recent August data reflects 

economic activity that took place largely before the slew of easing measures, 

including a 10 bps benchmark rate cut, were announced in late August and 

early September. It is thus too early to tell if they have a significant impact. 

Nonetheless, China’s policy stance of measured support will likely work to 

forestall severe downside risks, rather than fuel strong growth.  

Exports and Imports Narrow Contractions 

Exports shrank by a milder -8.8% y-o-y (vs -14.5% in July) while imports fell 

by -7.3% (vs -12.4% in July). However, reflecting weakness in wholesale 

prices, shipments fared better in volume terms, with exports rising by +9.9% 

(vs +11.4% in July) and imports by +18.4% (vs +13.8% in July) (Fig 1 and 2). 

Overall, China’s goods trade surplus tapered to $68.4b in August, down by 

$12.2b from the previous month. We expect exports to revert to positive 

growth in Q1 2024, as wholesale prices stabilize. 

ASEAN Emerges As China’s Top Export Market   

In Jan—Aug 2023, ASEAN ($354.7b) overtook the US ($330.8b) to become 

China’s top export market, led by Vietnam with a 25% share. This comes after 

ASEAN leapfrogged the EU last year to become the mainland’s second-largest 

export destination. The new pecking order reflects structural shifts in global 

supply chains, with Vietnam rising in importance as a processing node for 

China-based manufacturers. Russia was a market that posted exceptional 

jumps in trade, led by Russian commodity exports such as coal. Shipments 

from Russia surged by +75.7% in the first eight months of this year, while 

exports to Russia rose by +17.7% in the same period. On a monthly basis, 

China’s exports to ASEAN (-13.3%), US (-9.5%) and EU (-19.6%) plunged in 

August (Fig 3), but by smaller magnitudes. China’s imports saw a similar 

pattern (Fig 4). In particular, the drop in value of shipments from ASEAN (-

6.1% vs -11.2% in July) nearly halved, while those from Taiwan (-4.8%), South 

Korea (-14.5%) and Japan (-20.1%) also suffered from soft Chinese demand. 

Auto Shipments Continue to Surge 

Autos, both traditional and electric, continued to shine amidst the export 

slump, doubling (+100.3%) in the first eight months this year, albeit increasing 

by a milder +35.2% in August. While electric vehicle export data for August is 

not yet available, EVs have accounted for 40% of China’s auto shipments to-

date this year. Tech exports slumped by double-digits for the fourth 

consecutive month, although by a smaller margin (-13.2% vs -18.1% in July).   
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CPI Inflation Turns Positive on Summer Tourism Boost 
 

After a brush with negative inflation, the consumer price index (CPI) returned to positive 

growth in August (+0.1% vs -0.3% in July), while core inflation held steady at +0.8%. (Fig 

5) Even though food and consumer goods inflation continued to be negative, headline 

inflation was boosted by a 14.8% surge in tourism expenses (Fig 6), as pent-up travel 

demand during the mainland school holidays pushed up the prices of tour packages, dining 

and airfares. As the seasonal holiday surge has ended, CPI inflation for the rest of the year 

is likely to stay tame. Still, weather-related supply disruptions could lift crop and livestock 

prices in September.  

 

We are forecasting average CPI inflation of 0.8% in 2023 and 2.0% in 2024, as the existing 

slack in the goods and labor markets slowly unwind.   

  

On the Producer Price Index front, factory gate prices fell at a slower pace in August (-3% 

vs -4.5% in July), as the costs of manufacturing inputs posted smaller declines across the 

board. Nonetheless, the computer and telecommunications industry reported steeper falls 

in wholesale prices (–1.9%) amidst slackening demand.        

 

Household Spending Hinges on Jobs, Property  

 
In 1H 2023, China’s GDP growth (+5.4%) had been chiefly driven by consumption (+4.3 

percentage points). Looking ahead, with the boost from “revenge spending” on its last 

legs, sustained strength in household spending will depend on the health of the job and 

property markets. While data on employment is scant, the weekly number of online job 

postings in China has shown signs of continued softness, after a surge this March, driven 

by hospitality vacancies. Active job postings in the week of 28th August were down 46% 

from a month ago, and 83% lower than the same time last year (Fig 7). Weakness was seen 

across the services (-82% y-o-y) and manufacturing (-83%) sectors (Fig 8). Although online 

job postings tend to cover formal white-collar employment, and do not include informal 

blue-collar hiring such as those by eateries, their numbers are indicative of broad-based 

slackening in labor demand.  

 

Besides the job market, resale home prices are also tied to Chinese consumer spending, 

as a large part of households’ wealth is held in real estate investments. A bottoming out 

of resale prices would likely lift consumer confidence through “wealth effects”.      

 

Property Sales Pick Up in Beijing, Muted in Other Top Cities  
 

In late August and early September, Chinese policymakers and local authorities rolled out 

a succession of targeted measures to arrest the decline in the real estate sector. At the 

local level, selected cities took the initiative to unleash demand by easing hukou or 

residency criteria, and allowing more people to qualify for preferential first-time home 

buyer policies.  

 

This was followed on 31 August with a nationwide lowering of minimum down-payment 

rates to 20% for first-time homebuyers and 30% for second-time homebuyers by the 

People’s Bank of China and National Administration of Financial Regulation, effective on 

25 September. The authorities also allowed banks to lower interest rates on existing home 

loans. By early September, all of China’s Tier 1 cities have adjusted their polices and 

allowed those who have paid off their home loans to be considered first-time buyers, thus 

qualifying for preferential down-payment and lending rates.              

 

The impact on property demand had been mixed. According to the latest transaction data, 

daily housing transactions in Beijing soared +80% on 6 September from a week ago, while 

those in other top cities such as Shanghai, Guangzhou and Shenzhen were more muted 

(Fig 9). Real estate industry players observed that some potential home-buyers were less 

swayed by cheaper borrowing costs and down-payment ratios and were staying on the 

sidelines until transacted prices staged a more decisive recovery.      
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The authorities are likely to adopt an iterative approach to further property easing and 

wait for the latest slew of measures to take effect, before adjusting policies until they 

achieve the goal of stabilizing prices and construction activity. Conversely, they are 

expected to steer clear of aggressive moves, to avoid overshooting and inadvertently 

igniting a property bubble.  

 

Cut 2023 and 2024 GDP Growth Forecast to 4.8% and 4.4%   
 

We are downgrading our projections for China’s growth to +4.8% in 2023, from 5.0% 

previously. We also expect growth to slow to +4.4% in 2024, down from our prior forecast 

of 4.6%. While the pace of deterioration in domestic demand appears to be moderating, 

the authorities are signaling a continued stance of restrained measures to keep growth 

range-bound, without aggressively boosting demand. China’s GDP growth is likely to come 

in at around +4% in 2H 2023, after expanding by +5.4% in 1H.  

 

 

Fig 1: Exports Fell By A Narrower Magnitude of -8.8% in August, 
But Rose by Nearly 10% in Volume Terms 

 

Source: General Administration of Customs, CEIC 
 

 Fig 2: Imports Fell By 17.3% by Value, But Jumped 18.4% in 
Volume 

 

Source: General Administration of Customs, CEIC 
 

 

Fig 3: China’s Shipments to ASEAN Declined at a Milder Pace (-
13.3%), While Those to Russia Outperformed   

 

Source: General Administration of Customs, CEIC 
 

 Fig 4: China’s Imports from ASEAN, EU and US Plunged in  
August, Albeit By Smaller Margins 

 

Source: General Administration of Customs, CEIC 
 

 



 

September 10, 2023 4 

 

Economics Research   

Fig 5: Headline Inflation Turned Mildly Positive (+0.1%), While 
Core Inflation Held Steady (+0.8%)  

 

Source: National Bureau of Statistics, CEIC 

 
 

 Fig 6: Services Inflation Was Buoyed By a 14.8% Jump in Tourism 
Costs During the School Holidays 

 

Source: National Bureau of Statistics, CEIC 
 

Fig 7: Online Job Postings Slackened in End-August, After A 
Surge in March   

 

Source: Revelio Labs, CEIC 
 

 Fig 8: Soft Hiring Demand Was Observed Across Services and 
Manufacturing  

 

Source: Revelio Labs, CEIC 
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Fig 9: Daily Housing Sales by Floor Space Have Yet to Show A Decisive Recovery in the Top 
Tier Cities of Beijing, Guangzhou, Shenzhen and Shanghai (on 7 Day Moving Average) 

 

Source: CEIC 

 

 

Table 1: Consumer Price Index Breakdown  

  May-23 Jun-23 Jul-23 Aug-23 8M23 2Q23 1Q23 4Q22 2022 2021 

Headline Inflation 0.2 0.0 -0.3 0.1 0.5 0.1 1.3 1.8 2.0 0.9 

Food, Tobacco & Liquor  1.2 2.0 -0.5 -0.5 1.5 1.3 3.0 4.0 2.5 -0.3 

Clothing 0.9 0.9 1.0 1.1 0.9 0.9 0.7 0.5 0.5 0.3 

Household Articles & Services -0.1 -0.5 -0.2 -0.5 0.3 -0.2 1.2 1.5 1.2 0.4 

Healthcare 1.1 1.1 1.2 1.2 1.1 1.1 0.9 0.5 0.6 0.4 
Transportation and 
Communication -3.9 -6.5 -4.7 -2.1 -2.5 -4.6 0.1 2.9 5.2 4.2 

Education Services 1.2 1.2 1.2 1.1 1.2 1.2 1.2 1.3 2.1 2.2 

Tourism 8.0 6.4 13.1 14.8 8.9 7.8 6.5 3.4 3.3 1.6 

Rent -0.3 -0.2 -0.1 -0.1 -0.3 -0.3 -0.5 -0.7 -0.2 0.4 

Water, Electricity and Fuel -0.4 -0.2 -0.1 0.3 0.1 -0.3 0.5 0.7 3.0 1.9 

Other Goods & Services 3.1 2.4 4.1 3.8 3.1 3.0 2.7 2.3 1.6 -1.3 

Core Inflation 0.6 0.4 0.8 0.8 0.7 0.6 0.8 0.6 0.9 0.8 
Source: National Bureau of Statistics, CEIC 
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