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CHINA: SHIFT TOWARDS CONSUMPTION 

Berenberg Macro Flash 

 
The gradual slowdown of China’s traditional growth drivers investment and manufacturing continued in May despite some 

public stimulus measures. Investment year-on-year growth for the year up to May eased to 17.2%, from 17.3% for the first 

four months. These rates are still very high and by no means evidence of a hard landing. But after a decade of growth rates 

around 25% yoy, a clear slowdown has set in since early 2012. Industrial output growth rose ever so slightly, but at 8.8% yoy 

in May, it remains at half the pace of the 90s. 

 

On the positive side, the rebalancing of the economy away from investment towards more consumption is making progress. 

Retail sales growth accelerated from 11.9% to 12.5% yoy in May, its highest this year so far and exceeding consensus expec-

tations. As a caveat, retail sales are volatile and the gain corresponds to a jump in the inflation rate from 1.8% to 2.5% in 

May. But sales volumes (sales adjusted for inflation) continued to rise at the average rate of just above 10% yoy that has 

prevailed since 2000 (see chart). Millions of Chinese continue to leave abject poverty behind them and join the urban middle 

classes every year. Their demand for consumer goods will make an ever stronger positive contribution to global demand. 

 

Chart: real retail sales growth 

 
3-month average. Source: National Bureau of Statistics of China 
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