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CHINA DATA RESPONSE
Caixin Manufacturing PMI (Mar.)

Reopening boost to industrial activity already waning

¢ The Caixin manufacturing index was more downbeat than its official counterpart, especially when it came
to export orders. Taken together, the surveys suggest that growth in factory activity dropped back in
March amid weak foreign demand, which we think will persist in the coming months.

e The Caixin manufacturing PMI declined from 51.6 in February to 50.0 last month, below expectations (the
Bloomberg consensus was 51.5 and our forecast was 50.5). (See Chart 1.) This was weaker than the official
PMI published last Friday, which declined from 52.6 to 51.9.

o The average of the two fell and is consistent with factory activity expanding at a slower pace last month.
Given differences in the composition of the firms surveyed, the larger decline in the Caixin index suggests
that smaller firms and exporters are facing the greatest headwinds amid weak foreign demand.

e We think it makes sense to average across both PMIs to gauge conditions in industry and get a sense of
what they mean for the hard data. On this basis, the output component fell but remained above the 50-
mark, as supply chain conditions continued to improve. (See Chart 2.) Demand softened too, primarily
due to a fall in new export orders, which points to slight declines in exports. (See Chart 3.) Respondents
noted an improvement in domestic orders following reopening while sales from abroad were sluggish. The
output price indices edged down and point to small declines in producer prices. (See Chart 4.)

o The relatively modest and short-lived pick-up in the manufacturing PMIs in Q1 suggests that the industrial
sector has only received a limited boost from reopening. This is partly due to a weaker global backdrop,
but it is also consistent with our view that most of the reopening recovery will come from the services sector
which was hardest hit by the zero-COVID policy. We won’t get the Caixin services PMI until Thursday. But
its official counterpart published last Friday climbed from 56.3 to a record high of 58.2, as consumers
returned to the streets amid waning new infections.
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Chart 3: Exports & PMIs - Export Orders Chart 4: Producer Prices & PMI Output Prices

30 - E;Pg;ﬂs (USS % 3m/3m SA, Latest=Jan. & Feb., r 70 65 7 —Manu. PMIs - Output Prices (ave. of Official & - 3.0

——Manu. PMIs - Export Orders (ave. of Official & Caixin, Iate§l=Mar.. LHS) B i - 25
20 A Caixin, Latest=Mar., RHS) 80 - —Producer prices (% m/m, latest=Feb., RHS}I | L 50

F 60
10 4

A, | : ' | \ 15

,/\'- AW A LA ' ' - 55 1 f f L 1.0
r\l"lr\ /-V\W AT m".l | A : M) 1) ! ||II\ /‘\ .

’ \ | RV \\"'WV %\W [Ty M. » Jlml'.r/ | ;'AI\ f\/\ A N AN o

|| | | | . " 50 1 —_— Ry At 00

-10 4 I . ( f % \/ f U l |I| \/ L 05

| | L 40 i5 | | I||| \J L 1.0

20 !

V 1.5
-30 —t———— 30 40 T T T T T T T 2.0
07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 16 17 18 19 20 21 22 23

Sources: CEIC, S&P Global, Capital Economics

Sheana Yue, China Economist, sheana.yue@capitaleconomics.com
Julian Evans-Pritchard, Head of China Economics, julian.evans-pritchard@capitaleconomics.com


https://www.capitaleconomics.com/publications/china-data-response/official-pmis-mar
https://www.capitaleconomics.com/publications/china-data-response/official-pmis-mar

CAPITAL ECONOMICS
LI E

China Economics

China Data Response Page 2



China Economics  CAPITAL ECONOMICS
oL ER

Disclaimer: While every effort has been made to ensure that the data quoted and used for the research behind this document is reliable, there is no guarantee
that it is correct, and Capital Economics Limited and its subsidiaries can accept no liability whatsoever in respect of any errors or omissions. This document is

a piece of economic research and is not intended to constitute investment advice, nor to solicit dealing in securities or investments.

Distribution: Subscribers are free to make copies of our publications for their own use, and for the use of members of the subscribing team at their business
location. No other form of copying or distribution of our publications is permitted without our explicit permission. This includes but is not limited to internal

distribution to non-subscribing employees or teams.

TORONTO NEW YORK LONDON SINGAPORE

Email sales@capitaleconomics.com Visit www.capitaleconomics.com



	Reopening boost to industrial activity already waning

