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Week of 19th October 2020 

What’s on our mind this week? 

China’s GDP numbers: pushing through 

On Monday all eyes were turned to China and the release of the third quarter GDP growth 

number. The reading was meant to confirm the strong rebound of the economy and 

anticipations were high with analysts expecting 5.5% YoY growth. The data fell short of 

that with a 4.9% reading which is nevertheless a very impressive number showing and 

acceleration from the 3.2% of Q2 2020. 

 

September activity data suggests the pace of the domestic recovery of major economic 

activity is on track.  

 

• Industrial production and retail sales grew by 6.9% and 3.3% YoY, respectively, in 

September from 5.6% and 0.5% in August. Both readings beat consensus forecasts of 

5.8% and 1.6%, respectively. The Industrial sector saw a slowdown from the Covid 

related goods (demand for masks and medical supplies slowed to 34% from 46% in 

August) which was more than compensated by the acceleration of electronics and 

home furnishings exports (which grew 34% and 35% YoY in September respectively 

from 29% and 21% in August).  

• Fixed investment expanded 0.8% YTD, implying that capital spending grew 7.6% in 

September, unchanged from the previous month. While growth in property 

investment eased marginally, it remained the fastest growing category. Growth in 

manufacturing and infrastructure investment both declined. There are some signs that 

developers are growing more cautious amid tougher new regulations on their 

borrowing. New property starts fell YoY for the first time since construction sites were 

shut during the lockdown in Q1 and the weakness in infrastructure spending growth 

(4.8% in September from 7.1% in August) may indicate a lack of projects and regional 

funding shortfall.  

• One of the most positive reading was the recovery of the service sector which went 

from 1.9% YoY in Q2 to 4.3% in Q3 and boosted the economy this quarter. 

• Retail sales rebounded to 4.5% in Q3 from 1.8% in Q2 reflecting China’s broader 

consumer recovery. Household consumption is still in contractionary territory, down 

1.1% in Q3, but a major improvement from Q2’s 5.7% drop.  
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• Finally, looking at the job market, unemployment fell from 5.6% in Q2 to 5.4% in Q3 

which is close to the 2019 year end reading of 5.2%. With the labour market largely 

back to normal, income growth is rebounding.  

 

China’s quick recovery is truly impressive. It is the product of its stringent lockdowns, 

massive testing, population tracking and a large economy that can afford to be somewhat 

insulated from the rest of the world. China is on track to be the only large economy to 

show growth in 2020 as analysts expect 5.7% growth in Q4 and 2.1% for full year. This 

means the government is unlikely to conduct any further policy easing or stimulation 

measures this year. It may even tighten in some sectors as we have already seen in real 

estate. Overall this gives us confidence that the rally this year wasn’t just liquidity driven 

but reflected an economic reality and we are optimist for the rest of the year.  

 

—————————————————————————————————— 

Opening a window in the Chinese firewall 

 

Last week reports surfaced of an experiment to lower the Chinese firewall. An app called 

Tuber, developed by Qihoo 360, the biggest cybersecurity company in China with ties to 

the Chinese government, allowed limited access to some US social media sites that are 

currently blocked, including YouTube, Facebook, and Twitter. Only available on Android 

devices, Tuber caused quite a stir among Chinese users as it offered direct access to 

websites that were until then only accessible through illegal VPNs (Virtual Private 

Networks). Tuber did not give unlimited access and some content was still censored. For 

example, searches on YouTube for President Xi’s name in English yielded no results. And, 

access to the restricted material wasn’t anonymous either as the use of the app required 

mobile number registration, making it possible to track user activity. 

 

Tuber was taken down after two weeks of trial. Although short in length and with unknown 

results, it is still one of the most significant experiments in allowing greater internet 

freedom in China to date. Over the years, China has tried with mixed success to eliminate 

the VPNs used to bypass the firewall while US internet giants have not been able or willing 

to develop China friendly versions of their apps. Google for instance explored creating a 

filtered version of its app for China, but eventually failed, Facebook too. A government 
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issued browser could be the answer to open a small window in the firewall to see some 

foreign content and the solution to limit the use of VPNs – although it would be a tracked 

browser with only approved content on it. Whether Tuber will lead to greater openness 

in the Chinese internet space remains to be seen but it definitely demonstrates a will to 

make the current situation evolve. 
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