
‘Resourceful thinking…’
Chinese Whispers: Certainty on the horizon?  

The recession is over!  Or at least economic data the world over appears to indicate that the downturn that 
ravaged Western economies is certainly abating.  Over the past couple of months, the majority of politicians 
have been busy announcing their cautious optimism at the state of their respective economies whilst 
slapping each other on the back as statistics are published. .  

China, like some other Asian economies, has managed to escape negative GDP figures though.  The most 
populous nation on the planet’s economic growth accelerated to 10.7 %, the fastest pace since 2007, in the 
fourth quarter on stimulus spending and record lending of 9.59 trillion yuan ($1.4 trillion) in 2009.  This was 
due to domestic demand and consumption (household consumption currently accounts for 35% of GDP) as 
well as, most importantly, China’s deep pockets.  To add to this, China’s economy has expanded 11.9% in 
the first quarter of 2010 – the fastest pace in almost three years.  At the same time, and in line with the 
consumer demand in the West picking up, the Purchasing Manager’s Index (‘PMI’) rose to an adjusted 55.1 
from 52 in February of this year according to Li & Fung Group indicating a continued expansion in the 
manufacturing sector.  More noticeably, as companies have looked to restock inventory as demand became 
more resilient, China’s exports jumped 24% in March from a year earlier.  

The impact of this rapid growth looks to be aiding the spectre of inflation once more; similar to that being 
experienced back in 2007. The difference this time is that the volume of imports into China has is rapidly 
growing; to such an extent that in March, the first monthly trade deficit was recorded (albeit this is also a 
symptom of inflation as raw materials have increased in conjunction with rising volumes) in almost six years.  
The Producer Price Index (‘PPI’), a major measure of inflation at the wholesale level, rose 5.4% in February 
from a year earlier, the China National Bureau of Statistics announced last week quickening from 4.3 
percent in January 2010 and from 1.7 percent in December 2009. 

Politically and economically, the Chinese landscape is changing. So much so that now China is being talked 
about in global terms as having the same status as the United States; the China/US G2.  As the global 
markets recover from one of the worst recessions since the Great Depression of the 1930s, China is finally 
warranting the attention that its scale and power dictates. The question is whether Central Government can 
live up to the expectations of this elevated status and become more transparent about its policies and take 
on a larger role on the world stage.   With Hu Jintao’s recent attendance at the Nuclear Summit in 
Washington and a more willing attitude to play by WTO rules when it comes to trade disputes (for example 
filing complaint over US tyre tariffs September 2009), it certainly seems that there is a move in this direction.  
There are still, however, certain topics that rely on Chinese whispers to get the message out and it adds to 
a lack of certainty due to the vary nature of the communication channels. 

True of False? 

“There’s no perfect time for this. But I predict within one to two weeks something will be announced”.  Chen 
Zhiwu, Professor of Finance, Yale School of Management, 12 April 2010. 


