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Economic Analysis 

August PMIs point to a moderated growth momentum and 

call for further monetary easing 

Le Xia and Jinyue Dong 

China’s official PMI (released by NBS) for August came in at 51.1, a tad below market expectations 

(consensus: 51.2) and down from a 27-month high of 51.7 in July. The outturn indicates that the growth 

momentum has somewhat weakened although the economy still remained in an expansion territory 

(Figure 1). The decrease was broad-based: both new orders and production subcomponents have 

decreased by around 1 point from their July readings; while new export orders declined to the 50.0 

watershed level, reflecting increasing uncertainty of the external demand. (Figure 2) In the meantime, the 

HSBC China Final Manufacturing PMI, which is also released today, falls more steeply to 50.2 from 51.7 

of July. Taken together, manufacturing activities seemed to slow its pace in August. Nevertheless, with the 

implementation of further pro-growth measures that we pencil in, the growth rate can be sustained around 

7.0% in the third and fourth quarters, which will make our full-year growth rate of 7.2% still achievable.  

 The new export order index contracted to the 50.0 dividing line, indicating 
increasing uncertainty of the external demand. The new export order reading declined by 

1.1 points to 50.0, which is the watershed between contraction and expansion. Despite July’s 
notable growth outturn of shipment (14.5% y/y), the outlook of the export sector has become 
uncertain again as recent escalation of geopolitical risks in Ukraine and the Middle East derailed 
the fragile recovery in Europe. Moreover, the increasing deflation risk to Europe and the tax-hike-
induced weak consumption in Japan have also dampened their demands for “Made-in-China”.   

 The widening gap between the official and HSBC PMIs underscores SMEs’ 
financing difficulty. It is noted that after a short spun of convergence between the official and 

HSBC PMI outturns, the gap between them has started to widen again in August. Given that the 
HSBC PMI is believed to be based on a survey sample which is tilted toward SMEs, the widening 
gap might underscore the SMEs’ difficulty in accessing funds with reasonable financing costs, as 
evidenced by the decline of short-term bank loans in July. (See our previous China Flash)  

 On the monetary policy front, we expect the authorities to adopt more growth-
supportive measures. More “targeted easing” monetary policies are expected to be 

implemented to address the pressing problem of SMEs financing. Toward this end, the People’s 
Bank of China are likely to (i) raise their re-lending quota; (ii) enact more select cuts in Required 
Reserve Ratio (RRR); and (iii) increase their use of rediscount windows. Moreover, to revive the 
subdued the property market and contain the risk of housing bubble burst, the authorities could 
implement a couple of RRR cuts in the coming months.  In our view, the reduction in interest rates 
is the least likely choice for monetary easing given that its effectiveness has been largely limited 
by the ongoing interest rate liberalization.  

 

 

 

 

 

 

 

https://www.bbvaresearch.com/wp-content/uploads/2014/08/140813_Flash_CHINA_Aug_macro1.pdf
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Figure 1 

Official NBS PMI moderated in August.  

Figure 2 

The decline of PMI outturns are broad-based 
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DISCLAIMER 

This document has been prepared by BBVA Research Department, it is provided for information purposes only and 

expresses data, opinions or estimations regarding the date of issue of the report, prepared by BBVA or obtained from or 

based on sources we consider to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers 

no warranty, either express or implicit, regarding its accuracy, integrity or correctness. 

Estimations this document may contain have been undertaken according to generally accepted methodologies and 

should be considered as forecasts or projections. Results obtained in the past, either positive or negative, are no 

guarantee of future performance. 

This document and its contents are subject to changes without prior notice depending on variables such as the economic 

context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes. 

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents. 

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any 

interest in financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, 

commitment or decision of any kind.  

In regard to investment in financial assets related to economic variables this document may cover, readers should be 

aware that under no circumstances should they base their investment decisions in the information contained in this 

document. Those persons or entities offering investment products to these potential investors are legally required to 

provide the information needed for them to take an appropriate investment decision. 

The content of this document is protected by intellectual property laws. It is forbidden its reproduction, transformation, 

distribution, public communication, making available, extraction, reuse, forwarding or use of any nature by any means or 

process, except in cases where it is legally permitted or expressly authorized by BBVA. 

 


