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Outlook bright for China 

 
• China has potential for sustainable recovery in 2010 
• Underlying domestic demand is strong in China and there are signs of recovery in domestic demand 

 
Christina Chung, Senior Portfolio Manager at RCM, the global equity company of Allianz Global Investors, gives 
her macroeconomic outlook on the investment environment in China: 
 
The recovery of domestic demand 
 
“From a bottom up perspective, domestic demand is recovering. 
 
“We have seen recovery in consumption as indicated by the performance of various retail companies and consumer 
brands. For example, retail sales for wine, apparel, footwear, etc. were generally weak in Q1/2009 but there was a 
general pickup in sales since April this year.  The property market in China has also seen a significant turnaround with 
certain listed property companies achieving strong sales in the first five months of this year. There has also been some 
price recovery and inventories of properties have reduced substantially. In certain cities like Shanghai there is now even 
a shortage of supply. 
  
“Underlying domestic demand is strong in China. The level of household debt level is low and the household savings rate 
is high, whilst income is slowly rising. Property and stock market gains have contributed to the recovery in domestic 
consumption in China and the sharp recovery in the property sector is beyond even the expectations of Chinese 
developers themselves.” 
 
Economic recovery 
 
“While fiscal spending on infrastructure has contributed to the economic recovery, loose credit conditions are equally 
important.  New bank loans were reported at about RMB5.8 trillion in the first five months of this year and it is expected 
that in June we will see another RMB1 trillion of new loans.  If credit expansion continues at the pace it did in the first half 
of this year, new loans could amount to RMB9 trillion for the whole of 2009, compared to about RMB5 trillion for 2008, an 
increase of some 80%. This will imply an acceleration in loan growth from 16% in 2008 to 25% in 2009, i.e. loans will 
expand at a rate in excess of two times of nominal GDP growth.  
 
“The economy should be well supported in 2009. The Chinese Government is determined to support economic growth, 
even at the risk of an asset inflation bubble. Following the strong credit growth this year, we may experience some subtle 
tightening of credit in the second half, such as closer scrutiny of credit extension by banks to ensure they follow the 
China Banking Regulatory Commission guidelines. We believe, however, that the policy stance will be quite neutral, 
focusing on administrative controls to prevent overheating in asset markets, as well as managing the risk exposure of the 
banking system.” 
 
The future 
 
“Given underlying demand remains strong in China, we believe it has the potential for a sustainable recovery in 2010. 
After a period of disinvestment for the most part of this year, private sector investment should recover when government 
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investment takes the lead in fixed asset investments.  The risk is that the global economy deteriorates sharply from here 
on, which would put significant pressure on the domestic sector and therefore employment in China which could increase 
the risk of social instability. 
 
“Profit earnings should recover in the second half of the year, particularly in the fourth quarter, helped by a low base of 
comparison.  In the short-term, valuations are not very compelling but with the potential of a brighter outlook into 2010 
there could be medium-term upside. 
 
“We continue to favour the sectors that we believe have long-term structural growth potential and also sectors that tend 
to be less sensitive to the short-term macroeconomic environment.  These are companies in sectors such as consumer, 
telecommunication equipment, IT services and infrastructure-related industries like cement.” 
 
“Given its cautious outlook on the global economy, the Chinese government will take quite a proactive role in supporting 
economic growth and 2009 growth should be well supported.  However if the macroeconomic environment deteriorates 
further we would expect to see further easing of fiscal policy.” 
 

- Ends - 
 
 
For more information: 
 
Roger Miners, Head of Business Development & Client Service, RCM, Phone 020 7065 1491 
Emma Taylor, Press Office, RCM, Phone 020 7065 1526 
Amy Butler, Lansons Communications, Phone 020 7566 9709 
Natalie George, Lansons Communications, Phone 020 7294 3691 
 
Notes to Editors: 
 
Past performance is not a reliable indicator of future performance. You should not make any assumptions on the future 
on the basis of performance information.  The value of an investment and the income from it can fall as well as rise as a 
result of market and currency fluctuations and you may not get back the amount originally invested. The information 
contained herein including any expression of opinion is for information purposes only and is given on the understanding 
that it is not a recommendation and anyone who acts on it, or changes their opinion thereon, does so entirely at their own 
risk. The opinions expressed are based on information which we believe to be accurate and reliable, however, these 
opinions may change without notice.  
 
About RCM (all data source: RCM as at 31/03/09) 
 
RCM is a global asset manager operating from six international offices - San Francisco, London, Frankfurt, Hong Kong, 
Tokyo and Sydney – with assets under management of over $72 billion worldwide.  The firm provides a range of 
investment management solutions to institutions and individual clients. At RCM we believe that by generating and 
exploiting an information advantage, we will be able to deliver superior and consistent investment results for the benefit 
of our clients - a philosophy we call RCM informed. RCM is a company of Allianz Global Investors, a pre-eminent global 
asset management group committed to helping clients achieve sustainable success. As a company of Allianz Global 
Investors, RCM offers a distinctive investment philosophy and culture, while benefiting from the scale and substantial 
resources of our parent; including business support, industry best-practices and financial investment. This enhances our 
ability to attract and retain talent, and provide superior insight and investment performance.  
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This press release is intended for journalists in their professional capacity and is not intended to be a financial promotion. 
Issued in the UK by RCM (UK) Ltd, 155 Bishopsgate, London, EC2M 3AD. Authorised and regulated by the Financial 
Services Authority. 


