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China: growth key to 
market upside

China's GDP grew by 5.3% year-on-year (YoY) in Q1 2024, and some early indicators 
point to continued modest growth in Q2. The manufacturing sector continues to 
expand output and improved demand indicators may point to an imminent reduction in 
over-capacity. 

The official National Bureau of Statistics (NBS) Manufacturing PMI remained above 
the 50-point growth threshold in April for the second consecutive month, at 50.4. Its 
production component rose by 0.7 points to 52.9, its highest level in 13 months. The 
Caixin manufacturing PMI, which focusses on private small and medium-sized export-
oriented companies, climbed to 51.4 in April. Here too, the rise in the output 
component from 52.8 to 53.1 points signalled the strongest level of activity for almost 
a year. (Note, however, that the NBS Composite PMI fell from 52.7 to 51.7 points in 
April indicating some slowdown in momentum in services, as discussed below.)

Higher output is prompting concerns that excess supply may be building up as a result 
of subdued domestic and foreign demand, and that this could exert prolonged 
downward pressure on prices. At first glance, the decline in the purchase component 
of the NBS PMI (by 1.9 to 51.1) might seem to confirm this. However, this sub-index 
had previously risen sharply by four points in March, so the two-month trend remains 
positive for forward-looking demand in the manufacturing sector. Moreover, the 
export orders component of the Caixin Manufacturing PMI rose for the fifth 
consecutive month in April, reaching 53.3, its highest level since December 2020. 
Manufacturing prices also provide some grounds for optimism. The NBS input price 
component rose sharply by 3.5 points to 54.0 (the highest level in seven months), while 
the input price component of the Caixin PMI increased by 2.5 points to 51.4 (the 
highest level in six months). 

China’s merchandise exports increased by 1.5% YoY in April, compared to a decline of 
-7.5% in March, with strong exports of autos and high-tech products. Imports 
increased by 8.4% YoY. Better-than-expected exports could indicate improving 
external demand on the back of better global economic conditions. Exports to 
Southeast Asia had the strongest regional growth. 

All in all, we think expansionary PMIs and export growth suggest a continuing gentle 
improvement in China’s manufacturing sector. 
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Key takeaways

• China’s manufacturing sector is staging a modest recovery. Consumption continues 
to improve but the property market remains weak. 

• Tactically there could be some more momentum left in Chinese equities, but the 
property market will continue to provide a drag. 

• The ongoing re-evaluation of China by investors supports our expectations of a broad 
and sustained recovery in Chinese equities in H2.

01 Manufacturing recovery

04 Chinese equities 

Please use the QR code
to access a selection of other 
Deutsche Bank CIO reports 
(www.deutschewealth.com).

04 Conclusion 

https://deutschewealth.com/en.html


In Europe, Middle East and Africa as well as in Asia Pacific this material is considered marketing material, but this is not the case in the U.S. No assurance can be given 
that any forecast or target can be achieved. Forecasts are based on assumptions, estimates, opinions and hypothetical models which may prove to be incorrect. Past 
performance is not indicative of future returns. Performance refers to a nominal value based on price gains/losses and does not take into account inflation. Inflation will 
have a negative impact on the purchasing power of this nominal monetary value. Depending on the current level of inflation, this may lead to a real loss in value, 
even if the nominal performance of the investment is positive. Investments come with risk. The value of an investment can fall as well as rise and you might not get back 
the amount originally invested at any point in time. Your capital may be at risk.

2

02 Consumption and prices

Travel spending suggests a moderate and ongoing consumption 
recovery. According to China’s Ministry of Culture and Tourism, 
there were 295 million visitors to China’s tourism attractions 
during the 5-day Labour Day holiday in 2024, up 7.6% 
compared to same period last year. Tourism spending increased 
12.7% compared to last year although average spending per 
person remained lower than the pre-Covid levels in 2019. This is 
likely due to the nature of domestic tourism, with more domestic 
travellers from lower-income groups, and more trips therefore 
being made to smaller towns and cities, where average 
spending would usually be lower. Higher-income groups may 
also prefer to travel abroad during these holidays. 

China’s consumer price inflation was 0.3% YoY in April, 
compared to 0.1% in March – the third month in a row that it has 
been positive YoY. April’s slightly higher CPI rate may reflect a 
gradual improvement in domestic consumption in recent 
months but is of course still far lower than the government’s 
target of 3% inflation for this year. Producer price inflation 
however stayed negative at -2.5% YoY in April (vs. -2.8% in 
March). 

We believe that China’s consumption recovery is still affected by 
the relatively weak labour market conditions. Looking for work 
remains difficult, especially for younger people, and this may 
have encouraged more people to spend carefully during their 
holiday travels. There is also a negative wealth effect from the 
property market , as people feel that their total wealth is 
declining along with lower property prices in most cities. 
However, we think further export and manufacturing sector 
recovery later this year may lead to further labour market 
improvement. Consumption may see a firmer recovery later this 
year on the back of this labour market recovery. 

Figure 1: Manufacturing PMIs stay 
expansionary

Source: LSEG DataStream. Deutsche Bank AG. 
Data as of May 13, 2024.

Figure 2: Export and import growth up in 
April

51.2

50.4

40

45

50

55

60

Apr-21 Oct-21 Apr-22 Oct-22 Apr-23 Oct-23 Apr-24

Non-Manufacturing PMI Manufacturing PMI

Contractionary

Expansionary

Source: LSEG DataStream. Deutsche Bank AG. 
Data as of May 13, 2024.

Figure 3: CPI stays positive; PPI decline
stabilises

Source: LSEG DataStream. Deutsche Bank AG. 
Data as of May 13, 2024.
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03 Property sector 

Service sector PMIs continued to be dragged down by the 
property sector. The NBS Non-Manufacturing (Service) PMI, 
which reflects sentiment among China's service providers and 
construction businesses, fell from a strong 53.0 in March to 51.2 
in April, well below expectations. However, under the surface, 
there are clear sectoral differences. While rail and road transport 
as well as postal and telecommunication services have reported 
solid activity growth, with readings above 55, property service 
providers are still in a process of contraction. 

The downward trend in the residential property sector 
continued in April and there are still no signs of a bottoming out. 
In the first four weeks of April, new home sales were down -40% 
YoY and fell -57% compared with the 4-year average. 

At last Tuesday’s Politburo meeting, policymakers kept their 
overall guidance for the property sector largely unchanged. 
However, the new intention “to study how to digest the existing 
housing inventory and optimize the new housing supply" could 
be viewed as a slight positive for property policy. In recent 
weeks many tier-1 and tier-2 cities have also significantly 
loosened or lifted purchase restrictions to further support 
property transactions. Recently, Chengdu, a 20-million 
metropolis in western China, has announced the lifting of 
purchase restrictions and Nanjing, a 10-million city on the 
Yangtse river 300 kilometres west of Shanghai, has relaxed its 
official residency controls under the local hukou (population 
registration) system. However, we would caution against overly 
optimistic expectations of a rapid and sharp increase in property 
demand. There is much to suggest that the property sector is 
unlikely to make a positive contribution to growth in coming 
quarters.

From an investor’s perspective, a positive start to Q2 for 
Chinese equities has made up for some of the earlier pain. Since 
its trough in late January, the HSCEI has rebounded by more 
than 30%, outperforming other EM and DM markets which have 
generally generated single-digit gains. The recovery was further 
supported by measures announced by the China Securities 
Regulatory Commission to strengthen Hong Kong's status as a 
financial centre, e.g. through supporting the listing of leading 
mainland companies in the HK market and enhancing mutual 
fund recognition.

The rebound in Hong Kong-listed developers has been even 
more pronounced. They rallied by an impressive 20% in the 
second half of April, reducing their YTD losses to around -6%. 
The rebound was mainly driven by speculation about further 
easing of property purchase restrictions in major tier 1 and tier 2 
cities. 

While it is true that property companies account for less than 3% 
of total H-share market cap, the sector is important for investor 
sentiment as it still contributes around 20% to the country’s 
GDP. As a result, we expect developments in China's property 
market to continue to have a significant impact on the equity 
market as a whole. As long as a turnaround in property demand 
and prices is not in sight, the associated uncertainty might 
therefore add to a higher risk premium, not only for the sector 
itself but also for the broader equity market, putting the 
historically still low valuations of H-shares (NTM P/E of less than 
10x) into a slightly different perspective. 

The MSCI China P/E has now risen by more than 20% from 
January lows. However, its current 10x valuation still seems 
inexpensive relative to the 10Y-average. Despite an 
improvement in foreign inflows, overall investor positioning 
remains low. 

On May 12 China decided to stop displaying real-time data on 
transactions of A-share stocks via trading links between the 
mainland and Hong Kong. Instead, they will only report the daily 
transaction data and the top 10 most-traded stocks after the 
trading day is over. This is an effort to limit the impact of real-
time data on foreign buys and sells on the A-share market. In 
some circumstances, foreign funds’ sales of A-share stocks 
could worsen market sentiment. Foreign investors have 
returned to mainland equity market, as so-called “northbound” 
investors (from Hong Kong to the mainland) in net terms bought 
China A-shares for the third consecutive month in April. Data 
from Bloomberg suggests that such investors have added back 
more than half of what they had sold since August 2023. 

Tactically there could still be some more momentum in Chinese 
equities, given equities seem to anticipate the success of some 
of the policy measures used to support the market while macro-
economic data gradually turns around. However, the property 
market continues to provide a drag. From a medium and long-
term perspective, we would prefer first to see evidence of a 
more solid recovery in the macroeconomic environment and at 
least stabilization in the property sector. 

Figure 4: Property sector shows further 
weakness

Source: LSEG DataStream. Deutsche Bank AG. 
Data as of May 13, 2024.
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05 Conclusion

Pro-active fiscal and monetary measures are likely to continue 
for the rest of the year. The global economy is also expected to 
exit its recent soft patch, which should support China’s export 
sector growth later this year. Household consumption is likely to 
recover further with the continued improvement in labour
market conditions. We would favour those sectors which are 
likely to receive more policy support, including consumer 
discretionary, technology and green growth-related sectors. 

The recent positive performance by Chinese equities has been 
mainly driven by a modest improvement in macroeconomic 
data, the government’s continued support for the property 
sector (impacting consumer sentiment) and foreigner investors’ 
increased positioning in the market. Recent momentum could 
continue in the short term on the back of this shift in sentiment 
and flow allocation, although our preference would be to see 
more robust stabilisation in macroeconomic data first. The 
ongoing re-evaluation of China by investors supports our 
expectations of a broad and sustained recovery in Chinese 
equities in H2.

Figure 5: Comparative valuation of HK/China 
equities

Source: LSEG DataStream. Deutsche Bank AG. 
Data as of May 13, 2024.
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Glossary

CNY is the currency code for the Chinese yuan.

The Consumer Price Index (CPI) measures the overall change in consumer prices based on a representative basket of goods and 

services over time.

The China Securities Regulatory Commission (CSRC) is a government agency directly under the State Council of the People's 

Republic of China. It is the national regulatory body that oversees the securities and futures industry in China.

Foreign direct investment (FDI) is a category of cross-border investment in which an investor resident in one economy establishes a 

lasting interest in and a significant degree of influence over an enterprise resident in another economy.

GRE refers to Government-related entities in China.

Gross domestic product (GDP) is the standard measure of the value added created through the production of goods and services in 

a country during a certain period.

The National Bureau of Statistics (NBS), is a deputy-cabinet level agency directly under the State Council of the People's Republic 

of China.

The National People’s Congress (NPC) is China’s highest legislative body which holds annual sessions in spring to discuss on policy 

matters.

People’s Bank of China (PBoC) is the central bank of the people’s republic of China.

Purchasing manager indices (PMI) provide an indicator of the economic health of the manufacturing sector and are based on five 

major indicators: new orders, inventory levels, production, supplier deliveries and the employment environment. The composite PMI 

includes both manufacturing and services sectors. They can be published by public sector or private agencies (For example, Caixin, 

Nikkei etc.)

Producer price inflation (PPI) measures the change in prices received by producers (e.g. firms) for their output.

The Reserve ratio requirement (RRR) determines the amount of cash banks have to keep in reserve with the central bank.

USD is the currency code for the U.S. Dollar.

Performance 10.5.2019 - 10.5.2020 10.5.2020 - 10.5.2021 10.5.2021 - 10.5.2022 10.5.2022 - 10.5.2023 10.5.2023 - 10.5.2024

Hang Seng -15.1% 18.0% -31.3% 0.7% -4.0%

Shanghai Composite -1.5% 18.4% -11.4% 9.3% -5.0%

FTSE 100 -17.6% 20.0% 1.7% 6.9% 8.9%

DAX -9.6% 41.2% -12.1% 17.4% 18.1%

Japan Nikkei -5.5% 46.3% -11.4% 11.3% 31.3%

Taiwan Composite 1.8% 58.1% -6.8% -2.6% 32.4%

India Sensex -15.5% 56.4% 9.8% 13.9% 17.3%

S&P 500 1.7% 43.0% -4.5% 3.4% 26.2%

Nasdaq 100 21.5% 44.9% -7.6% 8.1% 36.1%

Hang Seng China Enterprises -9.7% 7.9% -37.5% 0.4% 0.5%

China A Shares 7.0% 39.5% -22.2% -1.0% -14.8%

China H Shares -9.7% 7.9% -37.5% 0.4% 0.5%

MSCI China 0.4% 28.5% -39.6% 0.7% -1.8%

USD/CNY 3.9% -9.3% 4.8% 3.0% 4.4%
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applications should be received, and allotments made, outside Qatar.

For Residents of the Kingdom of Bahrain
This document does not constitute an offer for sale of, or participation in, securities, derivatives or funds marketed in Bahrain within the meaning of Bahrain 
Monetary Agency Regulations. All applications for investment should be received and any allotments should be made, in each case from outside of Bahrain. 
This document has been prepared for private information purposes of intended investors only who will be institutions. No invitation shall be made to the public 
in the Kingdom of Bahrain and this document will not be issued, passed to, or made available to the public generally. The Central Bank (CBB) has not 
reviewed, nor has it approved, this document or the marketing of such securities, derivatives or funds in the Kingdom of Bahrain.

For Residents of South Africa
This document does not constitute or form a part of any offer, solicitation or promotion in South Africa. This document has not been filed with, reviewed or 
approved by the South African Reserve Bank, the Financial Sector Conduct Authority or any other relevant South African governmental body or securities 
exchange or under any laws of the Republic of South Africa.

For Residents of Belgium 
This document has been distributed in Belgium by Deutsche Bank AG acting though its Brussels Branch. Deutsche Bank AG is a stock corporation 
(“Aktiengesellschaft”) incorporated under the laws of the Federal Republic of Germany and licensed to carry on banking business and to provide financial 
services subject to the supervision and control of the European Central Bank (“ECB”) and the German Federal Financial Supervisory Authority (“BaFin”). 
Deutsche Bank AG, Brussels Branch, is also supervised in Belgium by the Financial Services and Markets Authority (“FSMA”, www.fsma.be). The branch has 
its registered address at Marnixlaan 13-15, B-1000 Brussels and is registered under number VAT BE 0418.371.094, RPM/RPR Brussels. Further details are 
available on request or can be found at www.deutschebank.be.

For Residents of the United Kingdom
This document is a financial promotion as defined in Section 21 of the Financial Services and Markets Act 2000 and is approved by and communicated to you 
by DB UK Bank Limited. DB UK Bank Limited is a member of the Deutsche Bank group and is registered.at Company House in England & Wales with company 
number 315841 with its registered Office: 21 Moorfields, London, United Kingdom, EC2Y 9DB. DB UK Bank Limited is authorised by the Prudential 
Regulation Authority and is regulated by the Financial Conduct Authority and the Prudential Regulation Authority. DB UK Bank Limited’s Financial Services 
Registration Number is 140848.

Deutsche Bank Aktiengesellschaft is incorporated in the Federal Republic of Germany and its members’ liability is limited.

http://www.fsma.be/


In Europe, Middle East and Africa as well as in Asia Pacific this material is considered marketing material, but this is not the case in the U.S. No assurance can be given 
that any forecast or target can be achieved. Forecasts are based on assumptions, estimates, opinions and hypothetical models which may prove to be incorrect. Past 
performance is not indicative of future returns. Performance refers to a nominal value based on price gains/losses and does not take into account inflation. Inflation will 
have a negative impact on the purchasing power of this nominal monetary value. Depending on the current level of inflation, this may lead to a real loss in value, 
even if the nominal performance of the investment is positive. Investments come with risk. The value of an investment can fall as well as rise and you might not get back 
the amount originally invested at any point in time. Your capital may be at risk.
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For Residents of Hong Kong
This material is intended for: Professional Investors in Hong Kong. Furthermore, this material is provided to addressee only, further distribution of this material 
is strictly prohibited. This document and its contents are provided for information only. Nothing in this document is intended to be an offer of any investment 
or a solicitation or recommendation to buy or to sell an investment and should not be interpreted or construed as an offer, solicitation, or recommendation.

The contents of this document have not been reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in relation to the 
investments contained herein (if any). If you are in any doubt about any of the contents of this document, you should obtain independent professional advice. 

This document has not been approved by the Securities and Futures Commission in Hong Kong (“SFC”), nor has a copy of this document been registered by 
the Registrar of Companies in Hong Kong, unless specified otherwise. The investments contained herein may or may not be authorised by the SFC. The 
investments may not be offered or sold in Hong Kong, by means of any document, other than (i) to “professional investors” as defined in the Securities and 
Futures Ordinance (Cap. 571 of the Laws of Hong Kong) (“SFO”) and any rules made under the SFO, or (ii) in other circumstances which do not result in the 
document being a “prospectus” as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32 of the Laws of Hong Kong)(the 
“C(WUMP)O”) or which do not constitute an offer to the public within the meaning of the C(WUMP)O. No person shall issue or possess for the purposes of 
issue, whether in Hong Kong or elsewhere, any advertisement, invitation or document relating to the investments, which is directed at, or the contents of 
which are likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with 
respect to investments which are or are intended to be disposed of only to persons outside Hong Kong or only to “professional investors” as defined in the 
SFO and any rules made under the SFO. 

For Residents of Singapore
This material is intended for: Accredited Investors / Institutional Investors in Singapore. Furthermore, this material is provided to addressee only, further 
distribution of this material is strictly prohibited. 

For Residents of the United States of America
In the United States, brokerage services are offered through Deutsche Bank Securities Inc., a broker-dealer and registered investment adviser, which 
conducts securities activities in the United States. Deutsche Bank Securities Inc. is a member of FINRA, NYSE and SIPC. Banking and lending services are 
offered through Deutsche Bank Trust Company Americas, member FDIC, and other members of the Deutsche Bank Group. In respect of the United States, 
see earlier statements made in this document. Deutsche Bank makes no representations or warranties that the information contained herein is appropriate or 
available for use in countries outside of the United States, or that services discussed in this document are available or appropriate for sale or use in all 
jurisdictions, or by all counterparties. Unless registered, licensed as otherwise may be permissible in accordance with applicable law, none of Deutsche Bank 
or its affiliates is offering any services in the United States or that are designed to attract US persons (as such term is defined under Regulation S of the United 
States Securities Act of 1933, as amended).This United States-specific disclaimer will be governed by and construed in accordance with the laws of the State 
of Delaware, without regard to any conflicts of law provisions that would mandate the application of the law of another jurisdiction.

For Residents of Germany 
This information is advertising. The texts do not meet all legal requirements to ensure the impartiality of investment and investment strategy 
recommendations or financial analyses. There is no prohibition for the compiler or for the company responsible for the compilation to trade with the respective 
financial instruments before or after the publication of these documents. 

General information on financial instruments is contained in the brochures "Basic Information on Securities and Other Investments", "Basic Information on 
Financial Derivatives", "Basic Information on Forward Transactions" and the information sheet "Risks in Forward Transactions", which the customer can 
request from the Bank free of charge.

Past performance or simulated performance is not a reliable indicator of future performance. 

For Residents of India 
The investments mentioned in this document are not being offered to the Indian public for sale or subscription. This document is not registered and/or 
approved by the Securities and Exchange Board of India, the Reserve Bank of India, or any other governmental/ regulatory authority in India. This document is 
not and should not be deemed to be a “prospectus” as defined under the provisions of the Companies Act, 2013 (18 of 2013) and the same shall not be filed 
with any regulatory authority in India. Pursuant to the Foreign Exchange Management Act, 1999 and the regulations issued there under, any investor resident 
in India may be required to obtain prior special permission of the Reserve Bank of India before making investments outside of India including any investments 
mentioned in this document.

For Residents of Italy
This report is distributed in Italy by Deutsche Bank S.p.A., a bank incorporated and registered under Italian law subject to the supervision and control of Banca 
d’Italia and CONSOB. Its registered office is located at Piazza del Calendario 3 – 20126 Milan (Italy) and is registered with the Chamber of Commerce of Milan, 
VAT and fiscal code number 001340740156, part of the interbank fund of deposits protection, enrolled in the Bank Register and the head of Deutsche Bank 
Banking Group, enrolled in the register of the Banking Groups pursuant to Legislative Decree September 1st , 1993 n. 385 and subject to the direction and 
coordination activity of Deutsche Bank AG, Frankfurt am Main (Germany).

For Residents of Luxembourg 
This report is distributed in Luxembourg by Deutsche Bank Luxembourg S.A., a bank incorporated under the laws of the Grand Duchy of Luxembourg in the 
form of a public limited company (Société Anonyme), subject to the supervision and control of the European Central Bank (“ECB”) and Commission de 
Surveillance du Secteur Financier (“CSSF”). Its registered office is located at 2, boulevard Konrad Adenauer, 1115 Luxembourg, Grand Duchy of Luxembourg 
and is registered with Luxembourg Registre de Commerce et des Sociétés (“RCS”) under number B 9.164 .

For Residents of Spain 
Deutsche Bank, Sociedad Anónima Española Unipersonal is a credit institution regulated by the Bank of Spain and the CNMV and registered in their 
respective Official Registries under the Code 019. Deutsche Bank, Sociedad Anónima Española Unipersonal may only undertake the financial services and 
banking activities that fall within the scope of its existing license. The principal place of business in Spain is located in Paseo de la Castellana number 18, 
28046 - Madrid. Registered in the Mercantile Registry of Madrid, Volume 28100, Book 0, Folio 1, Section 8, Sheet M506294, Registration 2. NIF: A08000614. 
This information has been distributed by Deutsche Bank, Sociedad Anónima Española Unipersonal. 

For Residents of Portugal
Deutsche Bank AG, Portugal Branch is a credit institution regulated by the Bank of Portugal and the Portuguese Securities Commission (“CMVM”), registered 
with numbers 43 and 349, respectively and with commercial registry number 980459079. Deutsche Bank AG, Portugal Branch may only undertake the 
financial services and banking activities that fall within the scope of its existing license. The registered address is Rua Castilho, 20, 1250-069 Lisbon, Portugal. 
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Important information

For Residents of Austria
This document is distributed by Deutsche Bank AG Vienna Branch, registered in the commercial register of the Vienna Commercial Court under number FN 
140266z.Deutsche Bank AG’s Vienna branch is also supervised by the Austrian Financial Market Authority (FMA), Otto-Wagner-Platz 5, 1090 Vienna. This 
document has neither been submitted to nor approved by the aforementioned supervisory authorities. 

For Residents of the Netherlands
This document is distributed by Deutsche Bank AG, Amsterdam Branch, with registered address at De entree 195 (1101 HE) in Amsterdam, the Netherlands, 
and registered in the Netherlands trade register under number 33304583 and in the register within the meaning of Section 1:107 of the Netherlands Financial 
Supervision Act (Wet op het financieel toezicht). This register can be consulted through www.dnb.nl.

For Residents of France
Deutsche Bank AG is an authorised credit institution, subject to the overall supervision of the European Central Bank and BaFin, the German Federal Financial 
Supervisory Authority. Its various branches are locally supervised, for certain activities, by the competent banking authorities, such as the Prudential Control 
and Resolution Authority (Autorité de Controle Prudentiel de Résolution, “ACPR”) and the Financial Markets Authority (Autorité des Marchés Financiers, “ 
AMF”) in France.

Any reproduction, representation, distribution or redistribution, in whole or in part, of the contents of this document in any medium or by any process 
whatsoever, as well as any sale, resale, retransmission or making available to third parties in any manner whatsoever, is prohibited. This document may not be 
reproduced or distributed without our written permission.

© 2024 Deutsche Bank AG. All rights reserved.
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