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Economic situation and consumer confidence steadied
—the analysis of the Chinese Consumer Confidence Index, Quarter IV, 2013
Mainland China's economic growth has stabilized in the third and fourth quarter after a series of reform policies released by the central government. Accompanied by the overall economic environment, the Chinese Consumer Confidence Index (CCCI) of the fourth quarter in 2013 is 91.2 with a decrease of 0.2-point on a quarter-on-quarter basis. This number is roughly the same as the previous quarter but is 3.4-point higher than the number in Quarter II,  which is the lowest quarter all over the year. The CCCI tends to show that consumer confidence in Mainland China is basically stable without significant increasing or decreasing trend. Meanwhile, the expectation index is higher than the current satisfaction index, indicating that consumers expecting for a better future.
I. Confidence in both economic development and employment stabilized
The data show that Mainland China's macro economy has improved in the third quarter, and stabilized in the fourth quarter. Purchasing Managers' Index (PMI) has being recovering for three consecutive months and also retained stable in the fourth quarter. Mainland Chinese consumers are    confident to the economy growth. In this quarter, Mainland Chinese Consumer Confidence sub-index in economic growth rises to 115.4, a slight 2.8-point increase from quarter IV in 2012, and a mere 0.4-point increase from last quarter. It is worth mentioning that the expectation index is 5.8-point higher than current index indicating consumer’s positive attitude towards 2014's economy growth. 
In terms of employment, structural labor shortages and the employment difficulties in graduates were coexisting. The employment sub-index of the CCCI grows from 102.8 in the third quarter to 104.5 in the fourth quarter. Consumer confidence in employment remained steady status across the whole year.  The consumer confidence indices in employment are all above 100 except Quarter II in 2013 showing that the consumers are optimistic about the employment.
II. Confidence in prices slightly declined; confidence in life kept positive and optimistic
The CPI growth in Mainland China remained between the level of 2.0% and 3.2% and prices  keep rising slowly during the first three quarters of 2013. The prices sub-index of the CCCI fell to 69.9 with a decrease of 0.9-point on a quarter-on-quarter basis, which is also the lowest level of this year. This indicates that consumers are still pessimistic about prices and the confidence has shrunk slightly. By decomposing the prices sub-index, the current sub-index increased, however to the opposite, expectation sub-index decreased. This indicates that consumers' contentment increases with current price level and CPI but not the same for the future.
During the fourth quarter, the life sub-index of the CCCI is 112.8. Furthermore, among all other quarters, the life sub-indices are all above the threshold of 110. This shows that consumers have a positive and optimistic attitude on their living conditions. On the other hand, the expectation sub-index is 114.9, and 5.3-point higher than the current index showing consumers are more optimistic about their future life.
III. Confidence in purchasing real estate fell; confidence in investment foiled
In 2013, Mainland China housing prices continued to rise. According to the National Bureau of Statistics, the new housing price index of 70 top- and second-tier cities rose 9.1% on average in November 2013 compared with the performance of the same month in the previous year. And this price index rose to 18.4% in Beijing, Shanghai and Guangzhou on average. The real estate sub-index of the CCCI is 71.7 with a decrement of 1.7-point on a quarter-on-quarter basis and compared with the fourth quarter of last year fell by 6.4. The current sub-index is 69.1 and the expectation sub-index is 73.5 with a decrement of 7.2 and 5.8 compared to last year, respectively. The numbers also show the consumers are pessimistic about the housing price.  

In 2013, the stock markets of developing and emerging market countries were generally unsatisfactory. The Shanghai Composite Index has fallen by about 6.8% through the whole year. The investment sub-index of the CCCI is 73.3 in the fourth quarter with a decrement of 4.8-point than the fourth quarter last year. The current sub-index is only 63.8, and has a 10.1-point decrement than the same quarter last year which is the main factor of decline in the investment sub-index. The   investment sub-index is 79.6 with a 1.3-point decrement compared to the same period in the previous year but a 2.2-point increment on a quarter-by-quarter basis. This indicates the consumers are generally confident about future in investment.
IV. Consumer confidence kept stable and uncertainty expected
During this year, the CCCI trend exhibits spoon-shaped horizontal curve. The index dropped to the bottom in second quarter, and rebound and maintain steady in the third and fourth quarters. In the fourth quarter 2013, the economic growth sub-index and employment sub-index had a slight increase over the previous quarter and the fourth quarter of last year. However, future are still not clear to the consumers. The uncertainty is mainly from capital markets and real estate markets, consumers in these two areas seem obviously lack of confidence. But the expectation sub-index of real estate and investment sub-index were higher than the current sub-index. This indicates that consumers are positive to the factors that affect the expectation. 

The Third Plenary Session of the Eighteenth has proposed systematical solutions to social and economic reforms. It is believed that these reforms will embark China's economic development on a more healthy and sustainable development track. The consumer confidence in the future inevitably will increase.

Appendix 1: Data Collection
The 2013 fourth quarter’ s Chinese Consumer Confidence Index surveys were conducted with computer assisted telephone interviews (CATI), under the collaboration of School of Statistics at Capital University of Economics and Business and School of Statistics and Mathematics at Central University of Finance and Economics . The phone interviews were conducted between September 15 and September 30, 2013. There were 2933 completed surveys. The random sample included participants from 36 cities of various sizes in mainland China, encompassing urban and rural areas in the Eastern, Central, and Western regions of China. At the 95% confidence level, the sampling error was within ±1.56 percent.
Appendix 2: Chinese Consumer Confidence Index and sub-indices
	
	
	2013

	
	
	Quarter 

I
	Quarter

II
	Quarter

III
	Quarter

IV

	Economic growth
	Current index
	117.3
	109.6
	112.3
	111.9

	
	Expectation index
	118.3
	110.9
	116.8
	117.8

	
	Total index
	117.9
	110.4
	115.0
	115.4

	Employment
	Current index
	99.3
	93.8
	98.7
	101.6

	
	Expectation index
	106.3
	98.6
	105.5
	106.4

	
	Total index
	103.5
	96.7
	102.8
	104.5

	Prices
	Current index
	69.8
	70.9
	72.7
	75.6

	
	Expectation index
	79.2
	78.4
	69.5
	66.1

	
	Total index
	75.4
	75.4
	70.8
	69.9

	Life
	Current index
	112.4
	109.2
	109.9
	109.6

	
	Expectation index
	113
	110.8
	114.1
	114.9

	
	Total index
	112.8
	110.2
	112.4
	112.8

	Real estate
	Current index
	65.3
	67.0
	71.9
	69.1

	
	Expectation index
	68.2
	70.7
	74.4
	73.5

	
	Total index
	67
	69.2
	73.4
	71.7

	Investment
	Current index
	68.5
	61.1
	70.9
	63.8

	
	Expectation index
	77
	68.1
	77.4
	79.6

	
	Total index
	73.6
	65.3
	74.8
	73.3

	CCCI
	Current index
	88.8
	85.3
	89.4
	88.6

	
	Expectation index
	93.7
	89.6
	92.9
	93.1

	
	Total index
	91.7
	87.9
	91.5
	91.3


Appendix 3: Consumer Confidence Index Methodology
The Chinese Consumer Confidence Index measures consumers’ objective view of the current economic situation and the expectation of future economic situation based on a comprehensive evaluation of various aspects of the economy. It reflects all consumers’ confidence of the economy and its change across time.

The Consumer Confidence Index includes six sub-indices: Economic growth, Employment, Prices, Life, Real estate, and Investment. The index and sub-indices are composed of “Index of current status” and “Index of expectation”, reflecting consumers’ objective view of the current economic situation and the expectation of economic situation in the future three months. The indices describe the current economic situation and serve as indicator indices that predict the trend of future economy change.

The Consumer Confidence Index ranges from zero to two hundred, with zero indicating the least confident and two hundred indicating the most confident. A value of larger than one hundred indicates that the consumers are optimistic; a value of smaller than one hundred indicates that the consumers are pessimistic; a value of one hundred indicates that the consumers are neutral.
Appendix 4: the Components of the Consumer Confidence Index
	Sub-indices
	Index of current status

(view of current economic situation)
	Index of expectation

(future 3 months)

	Economic growth
	economic situation
	Change in economic situation

	Employment
	Employment situation
	Change in employment situation

	Prices
	Satisfaction about price levels
	Change in price levels

	Life
	Satisfaction about household consumption
	Change in household consumption

	Real estate
	Opportunity of buying real estate
	Opportunity of buying real estate

	Investment
	Opportunity of stock or fund investment
	Opportunity of stock or fund investment
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