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 Growth may have peaked in 1Q 
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Highlights:  

 China kicked off 2017 with a strong start partly due to base effect as on 
the sequential basis the GDP growth slowed to seasonally adjusted 
1.3% QoQ, lowest since China released the QoQ data from 2010. 

 The recovery in the first quarter was genuine despite favourable base 
effect and was mainly attributable to two factors including steady 
global growth and improving private sentiment.  

 The Chinese economy has benefitted from the resilient global recovery, 
which led to re-stock cycle.  

 The still strong medium to long term loan demand from both corporate 
and household sectors shows that the optimism may continue in the 
second quarter. 

 However, our call for a slower growth in the second half remained 
unchanged due to two reasons including less support from property 
sector as well as impact of tighter monetary policy as China is moving 
deeper into its de-leverage campaign as well as its intention to curb 
asset bubble in both equity and property markets.  

 
China’s economic growth accelerated further to 6.9% yoy in 1Q 2017 from 
6.8% yoy in 4Q 2016 although on the sequential basis the GDP growth 
slowed to seasonally adjusted 1.3% QoQ, lowest since China released the 
QoQ data from 2010. As such, the recovery of economic growth in 1Q was 
partially driven by base effect. Nevertheless, all three key growth data 
surprised the market on the upside. Industrial production and retail sales 
accelerated to 7.6% yoy and 10.9% yoy in March while fixed asset 
investment growth in the first quarter rebounded to 9.2% from 8.8% in 
the first two months.  
 
We think the recovery in the first quarter was genuine despite favourable 
base effect and was mainly attributable to two factors including steady 
global growth and improving private sentiment.  
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Chart 1: China’s economic growth accelerated further               Chart 2: However, GDP fell on the sequential basis              
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Source: Bloomberg, OCBC 

 
Steady global recovery 
The heightening political uncertainty since 2016 has failed to disrupt the global recovery. 
JP Morgan global manufacturing PMI continued to pick up in the past few months to 
multi-year high. Clearly, the Chinese economy has also benefitted from the resilient 
global recovery, which led to re-stock cycle.  
 
Manufacturing output continued to recover to 8% yoy in March together with improving 
export, which surged by 16.4% yoy in dollar term. The improving external demand was 
across board with exports to both advanced economies and emerging markets rose 
significantly.  
 

Chart 3: Manufacturing output accelerated on the back re-
stock cycle thanks to resilient global recovery 

Chart 4: Private investment further accelerated to 7.7% in 
the first quarter, up from 3.2% in 2016.               
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Improving private sentiment 

Confidence from private sector also showed signs of improvement thanks to steady 
global recovery as well as confidence in domestic reform. Private investment growth, for 
example, accelerated further to 7.7% yoy in the first quarter from 3.2% in 2016. In 
addition, the stability in currency further helped boost private confidence.    
 
Challenges ahead 
Given a strong start in the first quarter, we think it is not a problem for China to achieve 
its “around 6.5%” growth target for 2017. The still strong medium to long term loan 
demand from both corporate and household sectors shows that the optimism may 
continue in the second quarter although GDP growth may have peaked in the first 
quarter. We expect China’s GDP to stay above 6.5% in the second quarter. However, our 
call for a slower growth in the second half remained unchanged due to two reasons 
including less support from property sector as well as impact of tighter monetary policy.   
 
Total property sales by value decelerated further to 25.1% in the first quarter while sales 
by size decelerated to 19.5% from 25.1% in the first two months due to further tightening 
measures. We expect property investment and sales to slow down further in the coming 
months. This may start to drag on the growth in the second half onwards.  
 
In addition, de-leverage is the key focus for this year as China is working towards tackling 
high corporate debt problem. Therefore, asset growth in China’s financial sector may 
decelerate in the coming months in particular after China’s banking regulator released a 
number of regulations to keep bank’s financial innovation in check recently. As such, 
both loan growth and money supply growth may slow further. This may eventually slow 
the economic growth in our view.  
 

Chart 5: Property sales started to decelerate                Chart 6: Money supply growth also slowed               
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Source: Bloomberg, OCBC 
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To conclude, we think it is a good and strong start for 2017. Nevertheless, it does not 
change our expectation for slower growth in the second half as China is moving deeper 
into its de-leverage campaign as well as its intention to curb asset bubble in both equity 
and property markets.  
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part to any other person without our prior written consent. This publication should not be construed as an offer or solicitation for the 
subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on the economy, stock market, bond 
market and economic trends of the markets provided is not necessarily indicative of the future or likely performance of the 
securities/instruments. Whilst the information contained herein has been compiled from sources believed to be reliable and we have 
taken all reasonable care to ensure that the information contained in this publication is not untrue or misleading at the time of 
publication, we cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it 
without first independently verifying its contents. The securities/instruments mentioned in this publication may not be suitable for 
investment by all investors. Any opinion or estimate contained in this report is subject to change without notice. We have not given 
any consideration to and we have not made any investigation of the investment objectives, financial situation or particular needs of 
the recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted for any 
loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such information or opinion or 
estimate. This publication may cover a wide range of topics and is not intended to be a comprehensive study or to provide any 
recommendation or advice on personal investing or financial planning. Accordingly, they should not be relied on or treated as a 
substitute for specific advice concerning individual situations. Please seek advice from a financial adviser regarding the suitability of 
any investment product taking into account your specific investment objectives, financial situation or particular needs before you 
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markets in the securities/instruments mentioned in this publication and together with their respective directors and officers, may 
have or take positions in the securities/instruments mentioned in this publication and may be engaged in purchasing or selling the 
same for themselves or their clients, and may also perform or seek to perform broking and other investment or securities-related 
services for the corporations whose securities are mentioned in this publication as well as other parties generally. 


