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China’s economic recovery quickens 
as consumption returns
REUTERS, Beijing

China’s economic recovery accelerated 
in the third quarter as consumers 
shook off their coronavirus caution, 
although the weaker-than-expected 
headline growth suggested persistent 
risks for one of the few drivers of 
global demand.

Gross domestic product (GDP) 
grew 4.9 per cent in July-September 
from a year earlier, official data 
showed on Monday, slower than the 
5.2 per cent forecast by analysts in a 
Reuters poll but faster than the second 
quarter’s 3.2 per cent growth.

“China’s economy remains on the 
recovery path, driven by a rebound in 
exports. Consumer spending is also 
headed in the right direction, but we 
cannot say it has completely shaken off 
the drag caused by the coronavirus,” 
said Yoshikiyo Shimamine, chief 
economist at Dai-ichi Life Research 
Institute in Tokyo.

“There is a risk that the return of 
lockdowns in Europe and another 
wave of infections in the United States 
will hurt consumer spending and 
trigger more job losses, which would 
be a negative for China’s economy.”

The weaker-than-expected headline 
figures weighed on China’s yuan and 
mainland stock benchmarks .SSEC.
CSI300 and capped broader market 
gains in Asia.

The world’s second-largest economy 
grew 0.7 per cent in the first nine 
months from a year earlier, the National 
Bureau of Statistics (NBS) said.

Policymakers globally are pinning 
their hopes on a robust recovery 
in China to help restart demand 
as economies struggle with heavy 
lockdowns and a second wave of 
coronavirus infections.

China has partially emerged from 
a record slump caused by coronavirus 
shutdowns in the first months of the 
year.

NBS spokeswoman Liu Aihua 
warned that growth remained patchy.

 “Internally, the economy is still 
in the process of recovery,” she told 
a briefing in Beijing. “Some or most 
of the indicators have not returned to 
the normal growth level, and some of 
the cumulative growth rate has also 
declined.”

On a quarter-on-quarter basis, 
GDP rose 2.7 per cent in the third 
quarter, the NBS said, compared with 
expectations for a 3.2 per cent rise and 

an 11.5 per cent rise in the previous 
quarter.

But despite the headline 
disappointment, analysts were 
encouraged by a broader upturn in 
consumption and continued factory 
strength.

Retail sales grew 3.3 per cent 
in September from a year earlier, 
speeding up from a modest 0.5 per 

cent rise in August and posting the 
fastest growth since December 2019. 
Industrial output grew 6.9 per cent 
after a 5.6 per cent rise in August, 
showing the factory sector’s recovery 
was gaining momentum.

Fixed-asset investment rose 0.8 per 
cent in the first nine months from a 
year earlier, returning to year-to-date 
growth for the first time this year.

In the property sector, investment 
rose 12 per cent in September from a 
year earlier, the fastest pace in nearly 
1-1/2 years, providing a key support 
for broader investment.

The government has rolled out a 
raft of measures including more fiscal 
spending, tax relief and cuts in lending 
rates and banks’ reserve requirements 
to revive the coronavirus-hit economy 
and support employment.

While the central bank stepped 
up policy support after widespread 
travel restrictions choked economic 
activity, it has more recently held off 
on further easing.

The International Monetary Fund 

has forecast an expansion of 1.9 per 
cent for China for 2020, which is close 
to the central bank’s own projection 
of 2 per cent.

That would make China the 
only major economy expected to 
report growth in 2020, albeit at the 
slowest annual pace since 1976, the 
final year of Mao Zedong’s Cultural 
Revolution.

China’s retail spending has lagged 
the comeback in factory activity 
this year as heavy job losses and 
persistent worries about infections 
kept consumers at home, even as 
restrictions lifted.

However, recent indicators suggest 
consumer activity is now turning 
around.

In the travel sector, domestic 
passenger flights in September beat 
their COVID-19 levels, a sign that that 
segment of the market is approaching 
a full recovery, even as international 
borders remain largely shut.

Auto sales marked a sixth straight 
month of gains in September while 
Ford Motor Co’s F.N China vehicle 
sales jumped 25 per cent in the third 
quarter from a year earlier.

The breakdown of GDP showed 
final consumption accounted for 
1.7 percentage points growth, while 
capital formation accounted for 2.6 
percentage points and net exports 
contributed 0.6 percentage points, 
NBS said.
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A construction site in Lujiazui financial district in Shanghai, China.

Bangabandhu Shilpa Nagar taking 
shape defying all odds
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The Beza executive chairman said they 
will use underground water sources 
for the next two and a half years to 
ensure water supply to the industrial 
units. 

The water will be brought to the 
surface with the help of Chattogram 
Water Supply and Sewerage Authority, 
he said.

Within the next three months, 
the entire area of the BSMSN will be 
desalinised, he said.

Local companies want to pour 
funds into pharmaceutical, chemical, 
steel, textiles, garments, bicycle, 
automobile, tire and tube, electronics 
and ceramic sectors.

Both the local and foreign 
businesses which will invest in the 
economic zones will enjoy the same 
facilities, said Chowdhury.

Chowdhury went on to say that 
more proposals are coming in thanks 
to the growing interest of foreign 
investors.

However, he said the Beza is now 

declining proposals as it would not 
be possible to accommodate them 
all due to a shortage of land in the 
industrial city.

But land will be available when 
they will start land allotment at the 
Swandip site on the south bank of the 
Swandip Channel, he said.

At least 1.5 million jobs will be 
created in the zone and it would 
become the third largest city 
in Bangladesh after Dhaka and 
Chattogram, as around 15 million 
people will live in the adjoining areas, 
he said.

According to Chowdhury, just 
five year ago nobody could imagine 
that this char land would lead to a 
different Bangladesh by becoming the 
country’s biggest industrial hub.

This zone will help Bangladesh 
materialise its dream to become a 
high-income nation, he said.

Jinyuan Chemical Industry, a 
Chinese company which exports 
chemical products to the US and 
Canada, was to set to be the first 

company to begin operations 
inside the BSMSN in March, but 
the Covid-19 outbreak delayed the 
process, he said.

“I have received all clearances to 
start operation of the factory,” Wang 
Yang, chairman of Jinyuan Chemical 
Industry, told The Daily Star ahead of 
the coronavirus outbreak in March.

Yang had shifted her factory from 
China to Bangladesh in order to lessen 
the tariff burden while exporting 
products to North America.

“My first aim is to avoid the impacts 
of the US-China trade conflict and 
make my products competitive.”

Yang had invested $6 million in 
the first phase of the factory, which 
created jobs for 50 people. “I plan to 
increase this investment in the future,” 
she added. 

The BSMSN will be the first public 
economic zone to go into operation 
as part of the government’s plan to 
set up 100 industrial enclaves across 
the country to boost industrialisation, 
Chowdhury said.  

Big borrowers gain, SMEs still in pain
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“We are far away from the goal. The 
SMEs have been affected the most 
from the economic hardship,” he said.

The number of cottage, micro, 
small and medium enterprises in 
Bangladesh is 7.76 million. Of them, 
99.84 per cent are privately owned, 
said Abul Kasem Khan, chairperson 
of the Business Initiative Leading 
Development, during a webinar on 
September 30. 

Of the total industrial employment, 
80 per cent are in the CMSMEs. The 
units account for 35.5 per cent to 50 
per cent of the total employment in 
Bangladesh.

Compared to large corporates, 
small firms have thin cash buffers, are 
more leveraged, and they rely mainly 
on short-term loans and retained 
earnings. Against this “crisis like no 
other,” small businesses face severe 
cashflow shortfalls with few financing 
alternatives, according to Chang Yong 

Rhee, director of the Asia and Pacific 
Department of the IMF, and Kenneth 
Kang, a deputy director.

“Against the backdrop, the speedy 
implementation process of the 
stimulus package is highly important,” 
Mansur said.

As of September 30, banks 
disbursed Tk 1,869 crore among 
87,526 borrowers under the Tk 
5,000-crore stimulus package for the 
farming sector.

The banking regulator has recently 
issued a letter to banks asking them to 
speed up the disbursement, another 
central bank official said.

The Tk 5,000-crore stimulus 
package in the form of pre-shipment 
credit for the export sector made the 
worst start as only Tk 16.61 crore has 
so far been disbursed.

Exporters usually avail the loans 
before shipping products to complete 
packaging.

The central bank initially asked 

banks to apply to it for the loan within 
seven days after shipping goods. 
But this is quite impossible for the 
exporters, prompting the central bank 
to revise the provision last month.

As per the new condition, banks 
will now apply to the central bank 
for the loans within seven days after 
they bankroll clients. The revised 
regulation will help clients get loans 
from the package smoothly, the 
central banker said.

Banks approved 44.43 per cent of 
the Tk 3,000 crore stimulus package 
for the low-income professionals, 
marginal farmers and micro-
enterprises.

The disbursement from the package 
would have increased if state lenders 
had taken timely initiatives. 

Seven state lenders did not 
distribute any fund from the package, 
forcing the central bank to issue 
a show-cause notice on them on 
Thursday.  


