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2Q16 China Economic Outlook 
 

 

“May Bring Global Growth Down” 

 

China Economic Forecast 

 2012 2013 2014 2015F 2016F 

PBoC 

7.7% 7.7% 7.4% 6.9% 

6.8% 

IMF 6.3% 

OECD 6.5% 

World Bank 6.7% 

Bloomberg Consensus 6.5% 

Source: Various, M&A Securities  
 

Positive catalysts: 

1) Government commitment to rebalance the economy 

2) Sluggish global commodity prices: breathing space to fiscal planning 

3) Committed to liberalize financial market 

Negative catalysts: 

1) May need to up policy rate to protect Yuan  

2) Rebalancing may take toll on investment and consumption may still be weak 

3) China’s export may take a hit while import to slow down to cool economy 

4) Slower GDP growth of 6.3% in 2016 (2015: 6.9%), the slowest in more than a decade 

China is grappling to hold growth steady amid the rapid rebalancing effort by PBoC. In that, private 

consumption is expected to hold the torch alongside the reducing role of private investment. That 

will not be easy especially when China’s private investment is sizeable (@ > 40% of GDP) whilst the 

share of private consumption is insignificant. We suspect that China will struggle to hold growth 

steady this year especially when 1) bad debt is rising and hence, relying on loans growth to support 

the economy is sorely reducing and 2) export has yet to boom due to lethargic economy in its 

important partners such as Japan and the Eurozone. Therefore, China does not have much bullet to 

shore up growth and only by further deflating Yuan can China grow steady. But the demand for its 

goods are sapping. Therefore, the slowdown in China’s export will hurt its trading partners including 

export powerhouse like South East Asia that relies a lot on China importation.  

 

This is a vicious cycle that could hurt the region’s growth in our view. The weaker growth prospects 

in China will also hurt global commodity prices given China’s strong demand for key global 

commodity products like the CPO and oil. The latter have been suffering from lethargic momentum, 

touching a low of USD34 per barrel for WTI in 4Q15. On the flip side, the weak global commodity 

prices will be good for China as the costs of doing business will be lower. Above all, bad news from 

China will send reverberating impact on global scale and this is the major problem for global 

financial markets. As it is, the major bellwether index in China has been suffering multiple circuit 

breaker due to strong selling pressure.  
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In sum, we think that PBoC will ensure the 6.7% growth for 2016 is achievable. As a solace, however, 

it is rare that China misses its economic target. Above all, PBoC has multiple weapons in hand 

including its ability to deflate further Yuan (to kick start export), cut interest rate and SSR apart 

from tapping its huge forex reserve that is valued at > USD3 trillion. Although China could stoke 

storm in the global equity market in view of its rebalancing effort but the end result will justify the 

means taken by China.   

 
 

Iven th 

Source: Bloomberg, M&A Securities 

 
 

Source: Bloomberg, M&A Securities 
 

 

 

Yuan per Dollar 

(January 2015 – March 2016)  

 

China Retail Sales  

(January 2015 – February 2016)  

 

China PMI Manufacturing 

(January 2015 – February 2016)  

 

China PMI Services 

(January 2015 – February 2016)  
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M&A Securities 
 

STOCK RECOMMENDATIONS 
BUY  Share price is expected to be ≥+10% over the next 12 months. 
TRADING BUY Share price is expected to be ≥+10% within 3-months due to positive newsflow. 
HOLD  Share price is expected to be between -10% and +10% over the next 12 months. 
SELL  Share price is expected to be ≥-10% over the next 12 months. 
 
SECTOR RECOMMENDATIONS 
OVERWEIGHT The sector is expected to outperform the FBM KLCI over the next 12 months. 
NEUTRAL The sector is expected to perform in line with the FBM KLCI over the next 12 
months. 
UNDERWEIGHT The sector is expected to underperform the FBM KLCI over the next 12 months. 
 
DISCLOSURES AND DISCLAIMER 
This report has been prepared by M&A SECURITIES SDN BHD. Readers should be fully aware that 
this report is for informational purposes only and no representation or warranty, expressed or 
implied is made as to the accuracy, completeness or reliability of the information or opinion 
contained herein. The recommendation and opinion are based on information obtained or 
derived from sources believed to be reliable.  
This report contains financial forecast/projection based on our assumptions which may defer 
from the actual financial results announced by the companies under coverage. All opinions, 
estimates and assumptions are subject to change without notice. Analysts will initiate, update 
and cease coverage solely at the discretion of M&A SECURITIES SDN BHD.  
Investors are to be cautioned that value of any securities invested may fluctuate from time to 
time. We advise investors to seek financial, legal and other advice for investing based on the 
recommendation of our report as we have not taken into account each investors’ specific 
investment objectives, risk tolerance and financial position.    
This report is not, and should not be construed as, an offer to buy or sell any securities or 
other financial instruments. M&A SECURITIES SDN BHD can accept no liability for any 
consequential loss or damage whether direct or indirect. Investment should be made at 
investors’ own risks.   
M&A SECURITIES SDN BHD and INSAS GROUP of companies, their respective directors, officers, 
employees and connected parties may have interest in any of the securities mentioned and may 
benefit from the information herein. M&A SECURITIES SDN BHD and INSAS GROUP of companies 
and their affiliates may provide services to any company and affiliates of such companies whose 
securities are mentioned herein. This report may not be reproduced, distributed or published in 
any form or for any purpose.   
 
 
M & A Securities SdnBhd (15017-H)  
(A wholly-owned subsidiary of INSAS BERHAD)  
A Participating Organisation of Bursa Malaysia Securities Berhad 
 
Principal Office: 
Level 1,2,3 No.45-47 & 43-6  
The Boulevard, Mid Valley City, 
Lingkaran Syed Putra, 
59200 Kuala Lumpur 
Tel: +603 – 2282 1820   Fax: +603 – 2283 1893 
Website: www.mnaonline.com.my 


