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Investment Research � General Market Conditions  

 
• Both China’s two separate manufacturing PMIs increased by less than expected in 

June. Overall new orders continue to improve and the new orders/inventory balance 
remains favourable, suggesting industrial activity will maintain strong momentum in 
the coming months.  

• GDP growth could well be above potential growth in Q2 possibly exceeding 10% q/q 
AR. 

 

Details 
In China, the two separate manufacturing PMIs have both been released for June this morning. 
Both increased only slightly and by less than we expected. However, the overall picture is that 
new orders continue to improve with new export orders now above 50 in both surveys. In 
addition the new order/inventory balance remains favourable in both surveys suggesting 
industrial activity will maintain strong momentum in the coming months. 

As we suspected China’s official NBS PMI, compiled by the National Bureau of Statistics, 
only increased marginally. This is largely due to imperfect seasonal adjustment of the series. 
As seen in the charts on the next page NBS PMI declined from March to July and hence the 
flat NBS PMI in recent months probably masks an underlying improvement in NBS PMI. 
Based on our own seasonal adjustment of NBS PMI there has actually been a significant 
improvement in NBS PMI, similar to the improvement seen in CLSA PMI. 

In line with other indicators both PMIs suggest that the deflationary pressure on finished goods 
prices is easing. In both surveys, the finished good price component is now close to 50. 

 
Assessment and outlook 
Despite the two manufacturing PMIs increasing less than expected, we believe the strong 
momentum in industrial production has been maintained in June. This view is supported by 
preliminary data showing a sharp increase in electricity generation in June. 

We expect GDP growth to accelerate to about 7.5% y/y in Q2 from 6.1% y/y in the previous 
quarter. Quarter-on-quarter growth could well be above potential growth in Q2 (possibly 
exceeding 10% q/q AR). 
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 NBS manufacturing. PMI, June 

 June DB May 

Total 53.2 53.5 53.1 

-Output 57.1 na 56.9  

-New orders 55.5 na 56.2 

-Export orders 50.9 na 49.9  

-Inventory 45.0 na 46.2 

Reuters Ecowin 

 
 
 

CLSA/Markit  manf.  PMI, June 

 June DB May 

Total 51.8 53.0 51.2 

-Output 53.7 na 52.5  

-New orders 54.6 na 53.4 

-Export orders 51.4 na 50.1  

-Inventory 50.4 na 47.2 

Markit 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 

Industrial production will maintain 
momentum in coming months 
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Flash Comment
China: Manufacturing PMI only slightly up in June 
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New export orders now above 50 in both surveys  New order-inventory balance remains favourable 
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Deflationary pressure is easing  Seasonal distortions in NBS PMI 
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Disclosure 
This report has been prepared by Danske Research, which is part of Danske Markets, a division of Danske Bank. 
Danske Bank is under supervision by the Danish Financial Supervisory Authority.  
 
Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high 
quality research based on research objectivity and independence. These procedures are documented in the Danske 
Bank Research Policy. Employees within the Danske Bank Research Departments have been instructed that any 
request that might impair the objectivity and independence of research shall be referred to Research Management 
and to the Compliance Officer. Danske Bank Research departments are organised independently from and do not 
report to other Danske Bank business areas. Research analysts are remunerated in part based on the over-all 
profitability of Danske Bank, which includes investment banking revenues, but do not receive bonuses or other 
remuneration linked to specific corporate finance or dept capital transactions. 
 
Danske Bank research reports are prepared in accordance with the Danish Society of Investment Professionals’ 
Ethical rules and the Recommendations of the Danish Securities Dealers Associations.  
 
Financial models and/or methodology used in this report 
Calculations and presentations in this report are based on standard econometric tools and methodology. 
Documentation can be obtained from the above named authors upon request. 
 
Risk warning 
Major risks connected with recommendations or opinions in this report, including a sensitivity analysis of 
relevant assumptions, are stated throughout the text. 
 
First date of publication 
Please see the front page of this research report. 
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