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Dragged by the mild recovery in the service industry, China's 
economy expanded by 4.9%

1
 in 3Q20, lower than the market 

expectation of 5.5% but above the 3.2% increase in 2Q20 (Exhibit 1). 
By industry, the secondary industry grew by 6.0%, while the third 
industry expanded by 4.3%. On a quarterly basis, China’s economy 
gained 2.7% QoQ in 3Q20, compared with 11.7% in 2Q20. For 9M20, 
China’s GDP edged up by 0.7%.  

Exhibit 1: China’s GDP growth (%) 

Source(s): NBS, ABCI Securities 
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 All growth rates are year-on-year except specified otherwise 
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• Dragged by the mild recovery in services industry, China's 
economy expanded by 4.9% in 3Q20, lower than the 5.5% 
expected but higher than the 3.2% growth in 2Q20 

• A breakdown of the GDP components shows that domestic 
demand continued to be the key growth driver contributing to 
4.3ppt to the economic growth of 4.9% in 3Q20. Investment 
added 1.9ppt to the overall growth, while consumption and net 
exports of goods and services contributed 1.7ppt and 0.6ppt 

• Overall, the main economic indicators improved in Sep. Given 
that China’s economic growth in 3Q20 was below our 
expectation, we lower our 2020E GDP growth forecast to 2.0% 
from the 2.5% previously estimated  

• With the real growth of national per capita disposable income 
turning positive in 9M20, consumption is expected to rebound 
in coming months. However, the pandemic is still rampant 
outside China, with new cases ebbing and surging in different 
regions. External demand is likely to be stifled. The Sino-US 
conflict sees no signs of abating. Thus, challenges in the 
Chinese economy should not be underrated  

• China will continue to promote the tasks of "six stability" and 
"six guarantees" and expedite to implement macro policies in 
the next few months. The government will expand the 
coverage of inclusive finance and seek to release the country’s 
consumption potential, especially pertaining to that in the 
services industry; furthermore, it will target to stimulate 
economic growth and tap into the new growth points for 
effective investment 
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A breakdown of the GDP components shows that domestic demand 
continued to be the key growth driver, contributing 4.3ppt to the 4.9% 
economic growth in 3Q20 (Exhibit 2). Investment added 1.9ppt to the 
overall growth, while consumption contributed 1.7ppt. Net exports of 
goods and services added 0.6ppt on the back of increase in the 
goods trade surplus and decrease in the services trade deficit. 

Exhibit 2: Contribution to China’s real GDP growth (ppt) 

Economic items 1Q20 2Q20 3Q20 9M20 

Consumption (household + government) (4.3) (2.3) 1.7  (2.5) 

Investment (private + public) (1.5) 5.0  2.6  3.1  

Net exports of goods & services (1.0) 0.5  0.6  0.1  

Real GDP growth % (6.8) 3.2  4.9  0.7  

Source(s): NBS, ABCI Securities 

Most economic data in Sep were better than expected. On the supply 
side, industrial output growth rebounded to 6.9% from 5.6% in Aug, 
driven by production resumption. Integrated circuit production rose by 
16.4%, well above the 12.1% in Aug. The added value of the 
automobile industry surged 16.4% in Sep, up 1.6 ppt MoM; the output 
of automobile climbed 13.8% to 2.461mn, up 6.2ppt MoM. However, 
growth in electricity generation inched down from 6.8% in Aug to 
5.3%; the National Energy Administration reported that electricity 
consumption rose 7.2%, lower than the 7.7% increase in Aug. 

On the demand side, the single-month FAI growth in urban areas 
eased to 8.7% in Sep from 9.3% in Aug, according to our calculation. 
By sector, property FAI growth edged down to 11.9% from 12.1% in 
Aug, indicating that the adverse effects of “three red lines” financing 
policy for property enterprises began to emerge. Property sales 
eased significantly due to rising property prices - the single-month 
increase in new home sales, as measured in floor space area and 
value, were 7.0% and 16.1% in Sep, compared with 13.7% and 
26.7% in the previous month. The growth of infrastructure investment 
slowed from 4.0% in Aug to the latest 3.2%. Manufacturing FAI 
growth eased to 3.0% from 5.0% in Aug, while private investment 
growth dropped to 9.1% from 19.5% during the same period.  

Driven by the rebound in catering revenue, retail sales rose by 3.3%, 
above the growth of 0.5% in Aug. By sub-sector, catering revenue fell 
by 2.9%, up 4.1ppt MoM. Mandatory consumption grew sharply – 
beverages, grain, oil and food, daily necessities, and tobacco and 
alcohol products increased by 22.0%, 7.8%, 10.7%, and 17.6%, 
respectively, in Sep. Automobile consumption growth remained high 
at 11.2% on policy support. Online retail sales maintained a positive 
momentum, growing by 9.7% to RMB 8,006.5bn in 9M20, 0.2ppt 
higher than that in 8M20. Meanwhile, the consumption for petroleum 
and communication equipment declined by 14.5% and 4.2% in Sep. 

The job market makes strides as production resumes. 
Unemployment rate in the national urban survey was 5.4% in Sep, 
down 0.2ppt MoM. The surveyed unemployment rate of 31 major 
cities and towns was 5.5%, down 0.2ppt MoM. In 9M20, a total of 
8.98mn new jobs were created in cities and towns across the country, 
completing 99.8% of the full-year target. 

Overall, the main economic indicators continued to improve in Sep. 
Nonetheless, given that 3Q20 GDP growth was below our 
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expectation, we lower our 2020E GDP growth forecast to 2.0% from 
the previously estimated 2.5% (Exhibit 3). With the real growth of 
national per capita disposable income turning positive in 9M20, 
consumption is poised for a substantial rebound in the coming 
months. Yet, eternal demand is likely to be stifled by the pandemic, 
which ebbs and surges but overall still rampant on the global level; 
meanwhile, the Sino-US conflict continues to escalate. Thus, 
challenges in the Chinese economy should not be underrated. Going 
forward, China will continue with the tasks of "six stability" and "six 
guarantees" while expediting the implementation of the macro 
policies over the next few months. The government will expand the 
coverage of inclusive finance and seek ways to release the 
consumption potential, especially pertaining to that in the services 
industry. Stimulating economic growth and tapping into new growth 
points for effective investment will be prioritized.  

Exhibit 3: Economic forecasts 

Economic indicators 2018 2019 2020F 

Real GDP growth, % 6.6 6.1 2.0 

FAI growth, % 5.9 5.4 2.0 

Retail Sales growth, % 9.0 8.0 (3.0) 

Export growth in USD terms, % 9.9 0.5 2.0 

Import growth in USD terms, % 15.8 (2.8) (1.0) 

Industrial Production growth, % 6.2 5.7 2.7 

CPI, % 2.1 2.9 3.0 

PPI, % 3.5 (0.3) (2.0) 

M2 growth, % 8.1 8.7 11.0 

Aggregate Financing, RMB bn 22,492 25,674 30,000 

New Yuan Loans, RMB bn 16,844 16,816 20,000 

Spot CNY per US dollar, End-year 6.8785 6.9632 6.7000 

One-year LPR, % 4.31 4.15 3.65 

Five-year LPR, % NA 4.80 4.55 

Source(s): NBS, PBOC, ABCI Securities estimates 
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