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Analyst Express 

8M10 PMI Data Comment: Economic growth stabilized 

 Event: according to announcement of China Federation of Logistics & Purchasing 
(CFLP) on 1 Sep 2010, the 8M10 PMI of China was 51.7%, 0.5 ppt higher than the 
month before. This marked the 18th consecutive month that PMI stays above 50%. 
The 8M10 HSBC PMI index came in at 51.9%, an increase of 2.5 ppts MoM (7M10 
HSBC PMI at 49.4%). 

 Economic growth stabilized. Due to seasonal factors, the 8M10 manufacturing 
PMI index of China was 0.5 ppt higher than it was in Jul 2010. In history, the Aug 
PMI was 0.72 ppt higher on average than it was in Jul during 2005-2009. Except in 
Aug 2008 the PMI kept flat MoM, Aug PMI has been higher than they were in the 
preceding Jul. PMI returned to the positive growth after posting three consecutive 
months of MoM decrease, reflecting the economic slowdown has eased. The 
drastic increase of HSBC PMI reflected that the SMEs productions are rapidly 
recovering. By the sub-indices, the number of growing sub-indices increased. 
Indices such as the new order, productions, supplier delivery, export order, 
purchasing price and outstanding business reversed the previous declining trend 
with an increase, and among them, the indices of new order, purchasing price, 
outstanding business and export order registered impressive MoM growth. The 
employment index fell down but was still higher than the critical value; the raw 
materials inventory, finished goods inventory and procurement volume indices 
continued to decline. 

 As indicated by the changes in the new order and the inventory indices, industrial 
production will stabilize. The indices of new order, export order and outstanding 
business grew 2.2ppts, 1.0ppt and 1.4ppts MoM, respectively, in Aug 2010, 
beating their historical average growth. The improvement of order indices is a 
reflection of the improving demand, especially the notable rebound of domestic 
demand. Besides, export will also keep relatively rapid growth. Of the inventory 
indices, the indices of finished goods inventory and raw materials inventory 
remained below 50% in Aug 2010, dropping 3ppts and 0.5ppts MoM, respectively. 
The MoM decrease of the inventory indices exceeded their historical average 
(-1.12ppts and -0.34ppt), reflecting that the de-stocking of enterprises is still under 
way. As indicated by the meaningful decrease of the finished goods inventory over 
the past two months, the orders will likely continue picking up in the future. 

 Remarkable increase of the purchasing price reflects that the raw materials prices 
will trend up. The purchasing price index reached 60.5 with a remarkable increase 
of 10.1ppts or 20% MoM, far exceeding the historical rise. 

 Changes in the market supply-demand situations result in the improvement of 
business climate indices for the steel, non-ferrous metals and equipment sectors. 
As leading indicators of the macro economy, the rise of these business climate 
indices indicates that the economic deterioration will slow down in the future. The 
recovering business climate in the steel sector is mainly due to the reduction of 
market supply as a result of the energy conservation and emission reduction 
policies. Additionally, PMI indices of the textiles, apparel, shoes & caps, timber 
processing & manufacturing and health care manufacturing sectors dropped 
significantly, largely due to the notable increase of raw materials purchasing 
prices. 

 

Principal Market Indices 

Index Close  Change % 

  1-d 5-d YTD

CSI 300 2884.04 -0.66 1.4 -19 

S&P/CITIC300 2442.85 -0.77 1.5 -18 

S&P/CITIC 50 2015.27 -0.35 0.2 -25 

Shanghai Composite 2622.88 -0.60 1.0 -20 

Hang Seng Index 20623.83 0.43 -0.1 -6 

H-share index 11498.94 0.84 0.0 -10 

Red Chip 4014.26 0.60 1.5 -1 

Nikkei 225 8927.02 1.17 0.9 -15 

Dow Jones  10269.47 2.54 2.1 -2 

S&P 500 1080.29 2.95 2.4 -3 

Nasdaq 2176.84 2.97 1.7 -4 

DAX 6083.90 2.68 3.1 2 

CAC 3623.84 3.81 5.0 -8 

FTSE 100 5366.41 2.70 4.1 -1 

BDI 2741.00 1.03 -4.2 -9

 

Major mercantile futures 

Change % 
Futures 

Close 
(USD) 1-d 5-d YTD

NYME Oil 73.91 2.77 1.9 -7 

NYME Gold 1246.80 -0.18 0.6 14 

LME Copper 7598.25 2.23 6.6 3 

LME Aluminum 2086.75 2.33 3.7 -5 

LME Zinc 2133.00 3.29 7.1 -17 

Spot silver 19.36 0.04 2.4 15 

Corn futures 446.75 1.71 6.4 3 

Soybean futures 1005.50 -0.45 0.7 -5 

Wheat futures 708.75 3.35 4.2 25 

Cotton futures 87.41 1.40 3.0 14 
Rough rice 
futures 11.34 -0.04 -1.7 -26 

Sugar futures 20.49 3.75 2.3 -11 

Major foreign exchanges 

Change % 
FX Close 

1-D 5-D YTD

USD index 82.45 -0.90 -1.0 6 

USD-RMB 6.81 -0.01 0.2 0 

USD-JPY 84.46 0.42 -0.1 -9 

EUR-USD 1.28 0.84 1.0 -11 

GBP-USD 1.55 0.73 -0.1 -4 

Major stock index futures in China 

Futures Chg% Basis Position
Chn in 

position 

IF1005 -0.76 6.16 27086 768

IF1006 -0.78 16.56 2898 324

IF1009 -0.61 50.76 3223 29

IF1012 -0.74 77.16 824 74
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Disclaimer 

This research report is for information purposes only and should not be construed as an offer to sell or the solicitation of an offer to buy or sell any securities in any 
jurisdiction. The securities referred to in this report may not be eligible for sale in some jurisdictions. The information contained in this report has been compiled by 
CITIC Securities Brokerage (HK) Limited (formerly known as CITIC Capital Securities Limited) ("CSBHK") from sources that it believes to be reliable and (subject to 
the next paragraph) the opinions, analysis, forecasts, projections and expectations contained in this report are based on such information and are expressions of 
belief only and no representation, warranty or guarantee is made or given by CSBHK or any other person as to its accuracy or completeness. All opinions and 
estimates expressed in this report are (unless otherwise indicated) entirely those of CSBHK as of the date of this report only and are subject to change without notice. 
Neither CSBHK nor its parent and affiliates accept any liability whatsoever for any direct or consequential loss arising from any use of material contained in this report 
or otherwise arising in connection therewith.  

The research analyst(s) primarily responsible for the preparation of this research report confirms that (i) all of the views expressed in this research report 
accurately reflect his or her personal views about any and all of the subject securities or issuers; and (ii) that no part of his or her recommendation was, is or will be, 
directly or indirectly, related to the specific recommendations or views he or she expressed in this report. 

Any investment referred to herein may involve significant risk, may be illiquid and may not be suitable for all investor. The value of or income from any investment 
referred to herein may fluctuate and be affected by changes in exchange rate. Past performance is not indicative of futures results. This report does not take into 
account the investment objectives, financial situation or particular needs of any particular person. Investors are expected to make their own investment decision 
without relying on this publication. Before acting on any advice or recommendation in this report, clients are recommended to consider seeking professional advice. 

CSBHK, its parent and/or affiliates and their respective officers, directors and employees, including persons involved in the preparation or issuance of this report, 
may from time to time (1) have a consulting, investment banking or broking relationship with any company referred to in this report; and (2) have provided significant 
advice or investment services to the companies referred to in this report. One or more directors, officers and/or employees of CSBHK, its parent and/or its affiliates 
may be a director of the issuers of the securities mentioned in this report. 

If this report is being distributed by a financial institution other than CSBHK or its affiliates, that financial institution is solely responsible for distribution.  Clients of 
that institution should contact that institution to effect a transaction in the securities mentioned in this report or require further information.  This report does not 
constitute investment advice by CSBHK to the clients of the distributing financial institution, and neither CSBHK, its parent, its affiliates, and their respective officers, 
directors and employees accept any liability whatsoever for any direct or consequential loss arising from their use of this report or its content. 

This research report is strictly confidential to the recipient and is not intended for persons in places where the distribution or publication of this report is not 
permitted under the applicable laws or regulations of such places. 

This research report may not be reproduced, distributed or published by any person for any purpose without the prior consent of CSBHK. All rights are reserved.  

Regulatory disclosures 

 No part of the analyst compensation was, is or will be directly related to the specific recommendations or views contained in this research report. 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in relation to 
securities have no disclosable financial interests in the stocks reviewed in this research report. 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in relation to 
securities have not received compensation from or mandated for investment banking services in the past 12 months to listed corporations whose stocks are 
being reviewed by CSBHK in this research report 

 CSBHK and each its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in relation to 
securities do not have an individual employed by or associated with them serving as an officer of the listed corporation whose stocks are being reviewed by 
CSBHK in this research report 

 CSBHK and each of its group companies that carry on a business in Hong Kong in investment banking, proprietary trading or agency broking in relation to 
securities are not market makers in the stocks reviewed by CSBHK in this research report. 

 Further information on the securities discussed in this report is available upon request. 

Investment rating system 

Performance of stock or sector relative to MSCI-China over next 6 months after research publications 

  Rating Remark 

Buy Relative performance over MSCI-China Index >20% 

Overweight Relative performance over MSCI-China Index 5% ~ 20% 

Hold Relative performance over MSCI-China Index -10% ~ 5% 

Sell Relative performance over MSCI-China Index > -10% 

Stock rating 

NR Not rated 

Outperform Relative performance over MSCI-China Index >10% 

Neutral Relative performance over MSCI-China Index -10% ~10% Sector rating 

Underperform Relative performance over MSCI-China Index > -10% 
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