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August 2016
MasterCard Caixin BBD China New Economy Index
Released : 10:00 am Beijing Time 9-2-2016

In an effort to increase transparency on the structural changes underway in China’s
economy, the MasterCard Caixin BBD China New Economy Index (NEI) was
established. The subject of a year of research, the NEI was first publically released on
March 2, 2016 and will be issued at 10:00am the 2" of every month China Standard
Time.

Overview

In August 2016, the MasterCard Caixin-BBD New Economy Index (NEI)
reading came in at 28.5, indicating that the New Economy accounted for 28.5%
of overall economic input activity in July. This month’s reading saw a 90 basis
points decrease from July and marked a new low for 2016, but still higher than
lows observed in 2015 (Chart 1).

Chart 1: MasterCard Caixin BBD China New Economy Index

2015.09 2015.10  2015.11  2015.12  2016.01 2016.02 2016.03 2016.04 2016.05 2016.06 2016.07 2016.08

Primary Inputs

The NEI includes labor, capital and technology inputs that account for 40%,
35% and 25% of the total weight of the index, respectively. Among the
primary inputs, the decline in the August NEI reading came primarily from a
decline in capital investment. The capital investment sub-index has volatile in
the past 6 months, and after a strong rebound initially, we have seen two
consecutive months of decline, with July levels at 26.1. This is the lowest level
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seen since the announcement of these new economic indicators (Chart 2).
The labor input index has continued to see a decline since breaking the 30
point barrier, at 31.4, in March, dropping to 28.3. Technology input was the
strongest relative performance of the three indicators, showing only modest
decline to 32.1, maintaining three straight months of stability.

Chart 2: NEI Primary Input Ratios
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Percentage changes in labor, capital and technology inputs were 0.2, -2.4 and
0.7 percentage points, respectively. After accounting for the sum of their
weightings, the net resulted in a -0.9 percentage point decrease in the NEI
from July (Chart 3).

Chart 3: Influence of Each Primary Input on NEI (Bps)
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Looking at sub-sectors, the New IT industry contributed 12.7 percentage
points to NEI, the largest sector of the New Economy. This was followed by
Finance & Legal Services with 5.1 percentage points, which saw a continued
rebound in growth. The third largest contributor was Biotech with 4.0
percentage points (Chart 4).

Chart 4: New Economy Sector Contribution Breakdown
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New Economy Employment

In August 2016, the average monthly entry level salary of the New Economy
rose to Rmb8,156 per month (Chart 5). New Economy wage information is
compiled from online websites of career platforms and recruitment services
including 51job and Zhaopin, as well as other sites that list job demands.
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Chart 5: New Economy Avg. Monthly Entry-Level Salaries
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Hiring in the New Economy sectors accounted for 27.8% of total hiring in
August, a slight increase of 0.2 percentage point from the previous month. The
compensation share of New Economy sectors increased slightly, from 28.5%
to 28.7%. These two indicators rebounded modestly after showing decreases
in July. The entry level salary premiums of the New Economy remained
essentially flat in August, as new economy workers earned a 3.3% premium as
compared to economy-wide counterparts (Chart 6).

Chart 6: New Economy Entry Level Salary Premium Over Economy-wide Entry Level Salaries
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From August 2015 to August 2016, China’s New Economy observed an
overall increase in the total number of jobs, with total jobs jumping from 6.61
million in September 2015 to 15.3 million in June this year. It dropped back
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down to 11.53 million in July and then rebounded to 11.9 million in August.
On the year as a whole, New Economy jobs have increased significantly.

Chart 7: Total Demand for Labor in the New Economy
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New Economy Investment

The NEI investment sub-indicator is more a reflection of private and
productive investment. Overall, the NEI investment sub-index is roughly
correlated with the year-to-date growth in the private sector, and also in line
with fixed asset investment growth excluding real estate and infrastructure
sectors (Chart 8). In August 2016, the New Economy investment sub-index
fell to 26.1, indicating that the slowdown in investment persists.

Chart 8: New Economy Investment to Private Investment Change

Private Investment Growth Non-Real Estate and Infrastructural FAI NEI Investment Sub-index
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Urban Population Flows

We report domestic traffic between China’s largest train stations as a proxy for
net population movement between China’s urban centers using 12306.cn, the
CRC’s official ticket purchase website. In July as compared to June, 44 of the
100 largest cities by GDP had recorded a net inflow of population and 56 cities
with a net outflow. The five cities with the largest inflows were Tianjin,
Zhengzhou, Nanchang, Hefei and Shijiazhuang. The five cities with the largest
outflows were Shanghai, Kunming, Shenzhen, Hangzhou and Guangzhou
(Figure 9). Compared with last month, the population is moving away from
major cities. In fact, Shanghai, Shenzhen, Hangzhou and Guangzhou together
had a combined net outflow of 1.37 million people.

Chart 9: August M/M Urban Net Population Flows
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City Rankings of the New Economy

Based on overall New Economy ranking, Shanghai, Beijing, Shenzhen,
Hangzhou and Chongqing placed in the top five, with Chengdu falling to sixth
place. Guangzhou, due to a falling number of new business openings in the
New Economic sector, has shrunk faster in the last two months and now lags
behind at seventh. Rankings are based on a moving average of the percentile
rank of indicators for the city in the past 6 months.

Chart 10: China’s Top 20 City Rankings by New Economy Sector Output

(Measured by Avg. NEI Secondary Input Values Feb 2016 — Aug 2016)
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When looking at the city NEI rankings based on average NEI from February
to August of 2016, Hangzhou, Beijing, Shanghai, Shenzhen and Guangzhou
rounded out the top five. Hangzhou and Beijing rose quickly this past month,
passing Shanghai for the top two spots in average NEI.
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Chart 11: China’s Top 20 City Rankings by Average NEI
Ranked by Avg. NEI Values (Feb 2016 to Aug 2016)
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For further information please contact:
MasterCard

Mr. Wu Huanyu, Vice President of Public Relations
Tel : +86-10-8519-9304

Email : Huanyu wu@mastercard.com

Caixin Insight Group

Dr. Minggao Shen, CEO & Chief Economist Ma Ling, Public Relations

Tel : +86-10-8518-8170 ext 8618 Tel : +86-10-8590-5204
Emails : minggaoshen@-caixin.com Email : lingma@-caixin.com
BBD

Chen Qin, Chief Economist

Tel : +86-28-65290823

Email : chengin@bbdservice.com

The MasterCard Caixin BBD China New Economy Index is the fruit of a research
partnership between Caixin Insight Group and BBD, in collaboration with the
National Development School, Peking University. The subject of a year of research,
the NEI was first publically released on March 2, 2016 and will be issued the 2" of
every month at 10:00am China Standard Time.

About Caixin

Caixin Media is China's leading media group dedicated to providing financial and
business news through periodicals, online content, mobile applications, conferences,
books and TV/video programs. Caixin Media aims to blaze a trail that helps
traditional media prosper in the new media age through integrated multimedia
platforms. Caixin Insight Group is a high-end financial data and analysis platform.
For more information, please visit www.caixin.com.

About MasterCard

MasterCard (NYSE: MA), www.mastercard.com, is a technology company in the
global payments industry. We operate the world’s fastest payments processing
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network, connecting consumers, financial institutions, merchants, governments and
businesses in more than 210 countries and territories. MasterCard’s products and
solutions make everyday commerce activities — such as shopping, traveling, running a
business and managing finances — easier, more secure and more efficient for everyone.
Follow us on Twitter @MasterCardAP and @ MasterCardNews, join the discussion
on the Beyond the Transaction Blog and subscribe for the latest news on the
Engagement Bureau.

About BBD (Business Big Data)

BBD is a leading Big Data and quantitative business analytics firm specializing in the
analysis of the high-growth industries emerging in Mainland China. Through dynamic
data tracking, credit analysis, risk pricing and economic index construction, BBD
provides its clients with a wide range of services at both the macro and micro level.
For more information, please visit http://www.bbdservice.com/.
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