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MACRO UPDATE: JAPAN CONFIDENCE EASING, CHINA STABILISING 

Berenberg Macro Flash 

 
JAPAN: ABENOMICS IMPACT FADING? 

Japan’s radical stimulus programme dubbed Abenomics has boosted economic confidence since its launch in late 2012. The 

real economy has duly responded with higher investment and output growth and lower unemployment. However, other 

than massive monetary and some fiscal stimulus, Abenomics initially did not bring much change. That changed this April 

with the sales tax increase from 5% to 8%. This first significant step on the long path to tackling the worst fiscal position in 

the developed world by far is now slowing the economy. The domestic-oriented Tankan index for large non-manufacturing 

firms fell from 24% to 19% in Q2 (see chart). More surprisingly, the export-oriented manufacturing sector mirrored the 

drop. That may be a collateral damage of the drop in domestic demand, but probably also reflect softer demand important 

export markets such as China and the US. In Germany, which has a similar export-profile, recent export-oriented surveys 

showed a similar softening. 

 

We expect the momentum built up to the first quarter to tide the economy over the impact of the sales tax increase in Q2. 

However, the stimulus package cannot go on forever and without serious structural reforms – especially immigration and 

product market liberalisation - it could end up as another flash in a pan. The free-trade agreements envisaged with the EU 

and the US might help, but Prime Minister Abe’s domestic reform proposals like fewer planning restrictions and the promo-

tion of more female labour force participation do not go far enough. 

 

Chart: Tankan index for large enterprises 

 
% balance. Source: Bank of Japan 

 
CHINA: STABLE STRONG GROWTH 

Manufacturing output growth is stabilising at solid levels after mini-stimulus measures from the authorities earlier this year. 

The official manufacturing PMI rose a touch to 51.0 in June from 50.8 in May, in-line with consensus. That was its highest 

level since December. The final reading of the June HSBC PMI was 50.7, a touch below consensus of 50.8 but still the 

highest since November. Both the PMI readings are giving a consistent steer, signalling a pick-up in GDP growth after Q1’s 

1.4% qoq reading. The Chinese authorities have big adjustments to manage over the next few years. But, ultimately, they 

have all the tools they need. Inflation and government debt are low, private savings and foreign exchange reserves are high, 

while the party wields huge power to direct the economy. We look for China to grow 7.3% in 2014 and 7.2% in 2015. 
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This message has been produced for information purposes for institutional investors or market professionals, it is not a 

financial analysis within the meaning of § 34b or § 31 of the German Securities Trading Act (Wertpapierhandelsgesetz), no 

investment advice or recommendation to buy financial instruments. The message does not claim completeness regarding the 

information on the developments referred to in it. On no account should it be regarded as a substitute for the recipient’s 

procuring information for himself or exercising his own judgements. The message may include certain descriptions, state-

ments, estimates, and conclusions underlining potential development based on assumptions, which may turn out to be 

incorrect. Berenberg and/or its employees accept no liability whatsoever for any direct or consequential loss or damages of 

any kind arising out of the use of this message or any part of its content. -- For full economics reports please visit our 

website or contact capitalmarkets@berenberg.de.  
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