
Please be gentle with me 
I’ve just returned to the office from an 
extended weekend of eating and drinking 
in amongst the snow-capped mountains in 
the great south … and the most significant 
change has been to my waistline! 

And I suspect Tourism China had wished 
that I’d visit their country given the state 
of their latest economic releases, which 
painted a very bleak outlook as the impact 
of COVID-19 related lockdowns extended 
beyond the housing market, with retail 
sales slowing, while industrial production 
and fixed asset investments also eased 
lower. Breaking it all down, retail sales 
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grew at a modest 2.7% in the year to July, 
compared to 3.1% in June, while the job-
less rate remained high at 5.4%. Industrial 
production slowed to 3.8%, from 3.9%, 
mainly from weaker growth in materials  
for the housing sector although semi-
conductor production fell by an astonish-
ing 16.6% on the year. Finally, fixed asset 
investment growth slowed to 5.7% in July, 
from 6.1% in June. 

This weakening Chinese data, with a 
further scaling back in growth projections, 
saw China’s central bank, the PBoC, 
unexpectedly lower its Medium Lending 
Facility (MLF) 1-year policy rate from 
2.85% to 2.75%, while it also eased the 
7-day reverse repo rate from 2.1% to 
2.0%. While many had forecast the central 
bank would cut its key interest rates this  
year, these cuts were the first by the PBoC 
since January.  

The data out of the US wasn’t a great deal 
better either after the New York state 
manufacturing activity index plummeted 
from 5.0 to -31.3, in what was the index’s 
second worst plunge since 2001, with 
sharp declines in orders and shipments 
indicating an abrupt downturn in demand. 
Meanwhile, the Home Buyers/Wells Fargo 
housing index decreased 6 points to 49 in 
August, which was its worst slump since 
2007, clear signs that the Federal Reserve’s 
hiking cycle has started to impact US 
housing confidence.

In the Eurozone, the risk of a recession has 
reached its highest level since November 

2020 as energy shortages threaten to 
drive already record inflation higher 
still, according to economists polled 
by Bloomberg. The survey placed the 
probability of output shrinking for two 
consecutive quarters at 60%, up from  
45% in the previous survey and up from 
20% before the Russian invasion.

Growing signs of Chinese weakness saw 
oil shed more than 3% overnight, while 
iron ore, copper and other metals declined 
amid mounting concerns that China’s 
sluggish recovery will curb demand for 
raw materials.  Equity markets continued 
their buoyant recovery, which is a little 
suspicious to say the least! The NZD 
and AUD also weakened due to Chinese 
concerns.

Chinese whispers
While this appears to be a classic case 
of ‘Chinese whispers’ with nothing stated 
through official channels, Chinese media 
have unofficially announced that New 
Zealand and Australian beef imports are 
to be blocked from entering the country, 
effective immediately. At this stage, 
there has been no comments regarding 
dairy products. While there has been 
no explanation for the ban, rumours 
suggest the Chinese authorities deem our 
products may carry the threat of foot and 
mouth disease, following the outbreak 
in Indonesia. Whether this escalates or 
not, the news again highlights the risks 
associated with the Chinese demand story.
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