
 
 

Important disclosures and certifications are contained from page 7 of this report. www.danskeresearch.com 
 

 
 

 
Investment Research   

 
Growth: 

 Chinese growth indicators continue to support the case for a moderate recovery 

this year. PMIs have trended higher and industrial production and profits have 

rebounded too. Indicators for electricity production and steel production confirm this. 

 The recovery is being driven by (a) fiscal stimulus via infrastructure investments, (b) a 

recovery in the construction sector due to strong home sales and reduction in home 

inventories and (c) a moderate export recovery supported by a 10% weakening of the 

CNY.  

 Looking ahead, we expect to see some moderation in the recovery going into 2017 

as the stimulus effects fade slightly, and the biggest boost to construction should fade 

as home sales growth has come down in response to regional tightening measures. We 

expect average GDP growth to be 6.6% in 2017 (consensus: 6.3%). 

Policy: 

 We expect monetary policy to be on hold for the rest of this year but expect to see 

a resumption of easing in Q2 17 as the cycle loses some steam. However, fiscal policy 

is the preferred tool for now as the government is concerned over rising leverage in the 

financial system and regional housing bubbles. The government has already indicated 

a further fiscal easing in H2 but not how much. We believe the fiscal growth impact 

will on average be slightly smaller in 2017 versus 2016.  

Markets: 

 We look for a continuation of the weakening trend of the CNY, not least versus the 

EUR where we expect a 10% depreciation +12M. For 2016, we believe there is more 

upside as momentum is positive and the business cycle still supports profits. However, 

stock markets will be more challenged in 2017 as growth momentum fades a bit again. 

Chinese recovery this year but set to lose some steam in 2017 

 

Source: Macrobond Financial, Bloomberg, Danske Bank Markets (basket own calculation) 
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China outlook: recovery set to lose steam in 2017 

China home sales set to ease further – 

set to dampen construction again in 

2017 

 
Source: Macrobond Financial 
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China activity indicators 

PMI was strong in August  Both PMI manufacturing indices at solid levels 

 

 

 

Source: Macrobond Financial  Source: Macrobond Financial 

 

Order-inventory balance (NBS) is still robust  Industrial production momentum gradually higher 

 

 

 

Source: Macrobond Financial  Source: Macrobond Financial 

 

Electricity generation in line with higher activity  Steel production growth also higher 
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Credit impulse quite weak after significant boost in Q1  Total social financing – core credit off from the highs 

 

 

 

Source: Macrobond Financial  Source: Macrobond Financial 

 

Real M2 growth up in August but still points to softening  Real M1 growth paints a more upbeat picture 

 

 

 

Source: Macrobond Financial  Source: Macrobond Financial 

 

Investment growth continues to slow despite more planned 

projects 
 

Rising need to start deleveraging in corporate sector – to 

become structural headwind for investment growth 

 

 

 

Source: Macrobond Financial  Source: Macrobond Financial 
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Home sales trend still strong – likely to ease in H2  Lower yields and requirement for down payment lift sales 

 

 

 

Source: Macrobond Financial  Source: Macrobond Financial 

 

Housing starts lag home sales – should see more pick-up  
Housing inventories have come down a lot giving a lift to 

prices 
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Our forecast for construction underpins commodity prices  Chinese exports getting moderate lift from stronger US  
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Strong tailwind to exports from weaker CNY  Continued weakening of CNY vs the basket over past year 

 

 

 

Source: Macrobond Financial, Danske Bank calculations  Source: Macrobond Financial, Danske Bank calculations 

 

Producer prices getting a lift from higher commodity prices  Industrial profits model 

 

 

 

Source: Macrobond Financial  Source: Macrobond Financial 

 

Chinese consumption growth slowing…  … as real household income growth is slowing 
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Financial conditions easing as bond yields are falling…   … and stock markets higher 

 

 

 

Source: Macrobond Financial, Bloomberg  Source: Macrobond Financial, Bloomberg 

 

No inflation pressure  Monetary policy on hold for now 

 

 

 

Source: Macrobond Financial  Source: Macrobond Financial 
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Risk warning 

Major risks connected with recommendations or opinions in this research report, including a sensitivity analysis of 
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General disclaimer 
This research has been prepared by Danske Bank Markets (a division of Danske Bank A/S). It is provided for 
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The opinions expressed herein are the opinions of the research analysts responsible for the research report and 

reflect their judgement as of the date hereof. These opinions are subject to change, and Danske Bank does not 

undertake to notify any recipient of this research report of any such change nor of any other changes related to the 

information provided in this research report.  

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom or 

the United States. 

This research report is protected by copyright and is intended solely for the designated addressee. It may not be 

reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank’s prior written 

consent. 

Disclaimer related to distribution in the United States 
This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets 

Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related 

interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for 

distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske 

Markets Inc. accepts responsibility for this research report in connection with distribution in the United States solely 

to ‘U.S. institutional investors’.  

Danske Bank is not subject to U.S. rules with regard to the preparation of research reports and the independence of 

research analysts. In addition, the research analysts of Danske Bank who have prepared this research report are not 

registered or qualified as research analysts with the NYSE or FINRA but satisfy the applicable requirements of a 

non-U.S. jurisdiction. 

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument 

may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-U.S. financial 

instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S. 

Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S. 
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