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GDP growth slows to multi-decade low in
2022; post-Covid outlook cautiously positive

e  Economic growth slowed to a multi-decade low of 3% in 2022, with activity impaired by stringent Covid
lockdowns.

e Industrial activity and fixed asset investment were weak in December but still beat expectations.

e  Official PMIs in December reflected a deterioration in business activity, despite the lifting of Covid measures.

e Real estate activity continued to slump, weighing on economic growth in 2022.

e  Growth in new bank loans accelerated in December, signaling a gradual normalization of economic activities.

e  C(Plinflation accelerated to 1.8% y/y in December while the fall in PPI inflation moderated.

e  The central bank kept policy rates steady in December, adopting a cautious stance amid re-opening.
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GDP grew 2.9% vy/y in 4Q22 and 3.0% for 2022, below the
official target of 5.5% and the slowest rate since the 1970s.

Source: Haver Analytics

Chart 3: Industrial output and fixed investment
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Industrial production (+1.3% y/y) and fixed asset investment
(+5.1%) softened in December.

Source: Haver Analytics

4Q22 growth was weighed down by services (+2.3% y/y) and
manufacturing (+3.4%), but primary sector output rose (+4%).

Source: Haver Analytics
} Chart 4: Purchasing Managers’ Index surveys
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The composite PMI in December showed the worst contraction
since February 2020 amid subdued economic activity.

Source: Haver Analytics
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D> chart 5: Unemployment rate
(%)

=Y outh Unemployment (LHS)

= Unemployment Rate (RHS)

9 T T T ™ 3
Dec-18 Dec-19 Dec-20 Dec-21 Dec-22

Both the general (5.5%) and the youth unemployment (16.7%)
rates eased in December as economic activities normalized.

Source: Haver Analytics, official sources

} Chart 7: Sales & investments in residential property
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Residential home sales tumbled 28% vy/y in December while
investment in the sector remained weak (-9.5% y/y).

Source: Haver Analytics

Chart 9: Consumer and producer price inflation
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Consumer inflation picked up to 1.8% y/y in December on higher
food prices. The fall in producer prices decelerated to -0.7% y/y.

Source: Haver Analytics
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Retail sales slumped 1.8% y/y in December but rose 5% m/m as
lockdowns were lifted and consumption recovered.

Source: Haver Analytics

Chart 8: House prices in 70 medium & large cities
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Home prices fell for the ninth consecutive month in December as
lackluster policy support failed to restore buyers’ confidence.

Source: Haver Analytics

Chart 10: Money supply (M2) and credit growth
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Credit expanded by 11.1% y/y in December amid a new wave
of optimism following the lifting of restrictions.

Source: Haver Analytics
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} Chart 11: Interest rates
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The central bank adopted a wait-and-see approach in December
as restrictions were lifted, boosting economic activities.

Source: Haver Analytics

Chart 13: International trade
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Growth in exports (-9.9% y/y) and imports (-7.5%) remained
negative in December on weak local and external demand.

Source: Haver Analytics

Chart 15: China and US government bond yields
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Yields on Chinese 10-year government yuan bonds fell
December as the improved outlook attracted investors.

Source: Haver Analytics
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Chart 12: Yuan-dollar exchange rate
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The yuan recently pared back some of its gains against the dollar
after the Covid re-opening-led rally lost momentum.

Source: Haver Analytics

P> Chart 14: Monthly FX reserve changes
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Foreign currency reserves rose by $10 billion in December as the
US dollar weakened.

Source: Haver Analytics

} Chart 16: Stock market
(Normalized, 3 January 2020 = 100)
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The €SI 300 has gained 7.6% ytd, with equities driven higher on
optimism about the country’s economic prospects this year.

Source: Haver Analytics
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