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Economic Analysis 

China’s March PMIs show positive signs of recovery 

Jinyue Dong 

China’s official PMI for March 2015, released by NBS today, came in at 50.1, higher than both the market 

consensus 49.7 and the previous month’s reading 49.9. March results hint that China’s economy has 

started to move out of the previous contractionary territory to an expansionary trend. In the meantime, the 

HSBC China Manufacturing PMI, the final version of which was  also released today, came out at 49.6, up 

from 49.2 last month (consensus: 49.3). Although this is an improvement from last month, it is still below 

the watershed level of 50.0 (Figure 1). Overall, it can be said that manufacturing activities have shown 

positive signs in March, as manufacturing enterprises resume their operations following from Chinese New 

Year as well as the National People’s Congress (NPC). In particular, the NPC has helped to improve 

market expectations as authorities beef up their efforts to promote monetary easing and stimulate the 

economy, as shown by the PBoC’s recent two interest rate cuts and one RRR cut. We believe that more 

supportive monetary easing will be implemented in 2015 and maintain our forecasting of 2015 GDP 

growth at 7.0% and Q1 2015 growth at 7.0%.  

 Broad-based increases in NBS PMI features in all categories: The index for New 

Orders came in at 50.2, above the 50.0 watershed line, indicating expansion in manufacturing 
demand. In the meantime, the Production Index increased to 52.1 from the last month’s reading of 
51.7, while the Employment Index increased by 0.6 ppt to 48.4, indicating improving 
manufacturing labour market conditions. This trend can be a traced back to migrant worker’s 
reincorporation into manufacturing activities after returning home for Chinese New Year.  In 
addition, increasing Raw Material Input Price (March: 45.0 vs. February: 43.9) and exceptionally 
higher Expectation of Production and Business Activities (March: 61.3 vs. February: 54.0) point 
towards significantly improving economic demand (Figure 2). In sum, the economic stimulation 
policies announced in National People’s Congress and restarting of manufacturing operations 
have effectively improved the market expectations in March. 

 On the policy front, we expect the authorities to adopt more monetary easing 
measures in 2015: Recent sluggish economic activity has prompted the PBoC to cut interest 

rates twice (November and March) and cut RRR in February, to prevent a sharp drop in growth. 
Looking ahead, we anticipate more easing measures in 2015. These include at least one 
additional interest rate cut of 25 bps to be enacted in the first half of the year as well as another 
RRR cut of 50-100 bps between now and the end of 2015. The PBoC might also resort to 
unconventional monetary policy tools to inject liquidity into the banking system, including selective 
RRR cuts, direct refinancing to banks, reverse repo, short or medium term lending facilities and 
other innovative measures. 
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Figure 1 

Both NBS PMI and HSBC Final PMI surprise the 
market to the upside  

Figure 2 

The increasing of NBS 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. 

 


