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BEIJING: A key indicator of China’s manufactur-
ing activity slumped to a 77-month low in
August, an independent survey showed yester-
day, fuelling concerns of further deceleration in
the world’s second-largest economy.

The preliminary reading of Caixin’s
Purchasing Managers’ Index (PMI) came in at
47.1 this month, the Chinese media group said
in a joint statement with Markit, a financial
information services provider that compiled the
survey. The figure, which fell from July’s final
reading of 47.8, was the worst since a reading of
44.8 in March 2009, according to Markit’s data.

It was also significantly weaker than the
median estimate of 48.2 from a poll of econo-
mists by Bloomberg News. The index, which
tracks activity in factories and workshops, is
seen as a key barometer of the country’s eco-
nomic health. A figure above 50 signals growth,
while anything below indicates contraction.

The figures sent Chinese and regional stock
markets lower on concerns about the economy,
a key driver of world growth. Shanghai stocks-

which have been extremely volatile in recent
months-extended falls after the figures came
out, closing down 4.27 percent.

Caixin took over sponsorship of the PMI sur-
vey from British banking giant HSBC last month.

“There is still pressure on the front of main-
taining growth rates,” He Fan, an economist at
Caixin Insight Group, said in the statement. “To
realize the goal set for this year, the govern-
ment needs to fine tune fiscal and monetary
policies to ensure macroeconomic stability and
speed up the structural reform,” added He. 

Beijing earlier this year set the annual target
for economic growth at “around seven per-
cent”. China’s economy, a key driver of global
growth, expanded 7.4 percent last year, its
weakest since 1990, and has slowed further this
year, growing 7.0 percent in each of the first
two quarters. 

Nomura economists said yesterday’s PMI
data suggested growth momentum had weak-
ened in the July-September period. “We expect
monetary policy easing to continue,” they said

in a note. Authorities accept the need to steer
China’s growth lower to make it more sustain-
able and driven by consumer demand rather
than investment, but have taken stimulatory
measures to put a floor under the slowdown. 

Tianjin blast impact 
Julian Evans-Pritchard, an analyst with

research firm Capital Economics, blamed the
disappointing August PMI reading on last
week’s massive explosions in the northern port
city of Tianjin, which killed at least 114 people
and caused more than a billion dollars in finan-
cial losses. Factory closures in Beijing and sur-
rounding areas to ensure blue skies above the
notoriously polluted city for a huge military
parade next month commemorating victory
over Japan in World War II were another factor,
he said in a report. “We still think the downside
risks to short-run growth are now overstated,”
he said, adding the government “has plenty of
policy ammunition” and will not allow growth
to slip much further.— AFP

BEIJING: An investor watches a display of stock prices at a brokerage in Beijing yesterday. Asian stocks fell
further after a survey showed Chinese manufacturing weakened this month. —AP 

SHANGHAI: Global stocks have been hit
hard over concerns for the Chinese econ-
omy, with a gauge of the country’s manu-
facturing activity yesterday providing the
latest sign of a slowdown in the world’s
second-largest economy. Although China,
a major engine of global growth, has
been slowing for some time, financial
markets in China and elsewhere have
tumbled.

Here are a series of answers to key
questions on the subject: Why are finan-
cial markets so gloomy about the Chinese
economy? - China’s economy expanded
7.4 percent last year, its weakest since
1990, and has slowed further this year,
growing 7.0 percent in each of the first
two quarters.

It is a far faster growth rate than most

other major countries, but a surprise cur-
rency devaluation last week raised suspi-
cion that the economy is worse than offi-
cials have revealed. Coming on the heels
of a stock market rout in June and July has
added to the gloom. China second quar-
ter gross domestic product (GDP) figure
exactly met the government’s full-year
target of “around” seven percent, leading
some analysts to question the announce-
ment, which came after several weak indi-
cators. China has long faced accusations
that the government massages economic
figures during times of slowdown.

Why is slowing growth such a prob-
lem domestically?

Experts  say China’s  rul ing
Communist  Party  needs to del iver

improved living standards, lifting more
people out of poverty and satisfying the
growing middle class, in exchange for
acceptance of its rule. The government
also needs to maintain a minimum level
of economic growth, which some ana-
lysts put at seven percent, in order to
create jobs for millions of people and
prevent social unrest.

Why is slowing growth a problem inter-
nationally?

With Europe’s economy weak and the
US preparing for lift-off, the world has
looked to China’s thirst for raw materials
to keep its economy humming. With more
than 1.3 billion potential consumers, the
country is also a big market for manufac-
tured goods such as cars. Any weakness in

demand could be keenly felt by producers.

Is the panic justified? 
Analysts are mixed on the question.

Weaker manufacturing activity could be
partly a reflection of a September 3 holi-
day to mark the end of World War II,
which has caused production halts, and
last week’s explosions at the port city of
Tianjin-a major centre for industry. 

“The multi-year low in the PMI (pur-
chasing managers’ index) confirms that the
economy is still not on a solid footing and
(we) look for a flat growth profile in H2,
with continued downside risks,” Barclays
Bank said in a research note. But others
said China still has plenty of weapons in its
arsenal, including further cuts in interest
rates and fiscal spending.— AFP

China manufacturing index 
tumbles to six-year low
Data fuels fears of further deceleration of economy 

Shanghai stocks 
end down 4.27% 

SHANGHAI: Shanghai stocks closed down 4.27 per-
cent yesterday after a gauge of manufacturing activity
tumbled to its lowest in more than six years, showing
more weakness in the world’s second-largest econo-
my, dealers said.

China’s benchmark Shanghai Composite Index
plunged 156.55 points to 3,507.74 on turnover of
450.6 billion yuan ($70.6 billion), but managed to end
just above the key 3,500 point level.

The Shanghai index lost 11.54 percent for the week
on worries over the flagging economy, a surprise cur-
rency devaluation last week and the possibility of
weaker government support for the market.  It closed
at almost exactly the same level as the bottom of a
recent market rout on July 8 — before Beijing stepped
in with a vast rescue package-when it  ended at
3,507.19 points. 

The Shenzhen Composite Index, which tracks
stocks on China’s second exchange, slumped 5.39 per-
cent, or 116.09 points, to 2,039.40 on turnover of
418.8 billion yuan. It fell 11.73 percent over the week.
The prel iminary reading of  Caixin’s  Purchasing
Managers’ Index (PMI) came in at 47.1 in August,
falling from July’s final reading of 47.8 and the worst
since March 2009.

A figure above 50 indicates growth, while anything
below signals contraction.

“The weak PMI figure released today weighed on
market sentiment as investors are concerned about
the weakening economic performance,” Zheshang
Securities analyst Zhang Yanbing told AFP. “Investors
panicked after the market fell to the previous low
point during the July slump,” he said.

Chinese shares have been extremely volatile in
recent weeks, plunging almost a third from June, after
having risen over 150 percent in the preceding 12
months. Following the market collapse, Beijing inter-
vened with a rescue package that included funding
the state-backed China Securities Finance Corp. (CSF)
to buy stocks on behalf of the government and bar-
ring major shareholders from selling their stakes.
Despite reassurances by the market regulator that the
CSF will continue to soothe market volatility, senti-
ment remains poor. “If people can’t see long-term
prospects for the economy, the market won’t go up
too much in the short term,” Shen Zhengyang, an ana-
lyst from Northeast Securities, told AFP.

Brokerage firms fell in Shanghai. China Merchant
Securit ies  dropped 8.52 percent to 17.82 yuan
while Citic Securities plunged 7.85 percent to 18.20
yuan. Energy giants lost ground on weak global oil
prices. In Shanghai, PetroChina fell 3.10 percent to
10.00 yuan and Sinopec gave up 2.14 percent to
5.48 yuan. — AFP

China’s slowing economy: What’s wrong?


