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November 2016
MasterCard Caixin BBD China New Economy Index
Released : 10:00 am Beijing Time December-02-2016

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 publicly released on
March 2, 2016 and will be issued the 2™ of every month at 10:00am China Standard
Time.

Overview

In November 2016, the MasterCard Caixin BBD New Economy Index (NEI) reading
came in at 30.4, indicating that the New Economy accounted for 30.4% of overall
economic input activities that month. This reading recorded a 120 basis point increase
from October, returning to April to June levels (Chart 1).

Chart 1: MasterCard Caixin BBD China New Economy Index
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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
increase in the November NEI reading came mainly from a rise in capital investment.
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While capital investment has fluctuated widely in recent months, it climbed to 31.9 in
November, a six month high (Chart 2). The labor input index fell to 27.8, continuing a
declining trend since March and marks the lowest reading since the NEI has been
released. The technology input increased slightly to 32.2.

Chart 2: NEI Primary Input Ratios
Labor Capital Technology
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Percentage changes in labor, capital and technology inputs were -0.4, 1.4 and 0.2
percentage points, respectively. After accounting for the sum of their weightings, the
net result for the NEI was a 1.2 pp increase from the previous month (Chart 3).

Chart 3: Influence of Each Primary Input on NEI (Bps)
Overall Change Labor (40%) Capital (35%) Technology (25%)
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Looking at the sub-sectors, the New IT industry formed the largest proportion of the
New Economy Index, contributing 13.8 pp to NEI, the highest figure since February.
Finance & Legal Services remained at second, contributing 6.1 percentage points. The
third largest contributor was biotech with 3.8 pp (Chart 4).

Chart 4: New Economy Sector Contribution Breakdown
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New Economy Employment

In November 2016, the average monthly entry level salary of the New Economy was
RMB 8,616 per month, even with the previous two months’ figures (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 26.6% of total hiring in November,
continuing the decline from previous months. The compensation share of New
Economy sectors decreased slightly, from 30.2% to 29.1%. The entry level salary

premium of the New Economy was 9.7% 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 September onwards, we have used big data sources to examine several concurrent
indicators of labor demand. We continue to examine the ‘hiring for new positions’ in
the labor market. The criteria for a new position hire is when a company fills a new
type of job post within one quarter.
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New position and old position hires have a number of different implications for labor
demand. Filling an old position persistently has three implications: 1) a business unit is
seeing sustained growth and hires additional employees but there are no new job types
created; 2) a job that has high turnover in nature, requiring constant hiring to refill the
position; 3) companies facing high cost pressures are not compensating employees
satisfactorily, leading to high turnover which can only be mitigated with constant
rehiring. New position hiring on the other hand, suggests that either a newly started
business is hiring or an existing firm is expanding their operations into new areas or is
physically expanding into new cities and markets. All of these outcomes imply viable
growth within the New Economy.

Chart 7: Hiring For New Positions To Total Hiring
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As can be seen from Chart 7, the proportion of new position hires increased rapidly in
the beginning of the year and peaked in March, forming nearly 60% of total new job
hires in that month. The ratio declined after May but has stabilized around the 35%

mark in recent months.

To further illustrate the implication of new position hires, we break down the
proportion of new hires by industry and city. In Chart 8, the energy and power
generation sectors have seen higher levels of new hires, at 40% and 50% respectively,
in the second half of 2016. This implies these two industries are seeing growth
momentum through either new enterprises, expansion into new markets, or new
services offered. Media and logistics & transportation, on the other hand, have seen a

lower share of new position hiring, at 20% and 30% respectively.
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Chart 8: Hiring For New Positions In Selected Industries
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Similarly in Chart 9, we list the top and bottom two cities in new position hiring by
city. The rankings, in some respect, reflect different economic structures within these
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cities. Pearl River Delta cities Shenzhen and Dongguan top the list, while heavy

industry centric Harbin and resource scarce Lanzhou languish at the bottom.

Chart 9: Hiring For New Positions In Selected Cities
@ Shenzhen @ Dongguan @ Haerbing @ Lanzhou
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It is undeniable that seasonal factors may have had an influence, especially given the
spike in new position hires after the Chinese New Year period. Seasonal influences
are worth further analysis throughout the hiring cycle over the course of the year.

City Rankings of the New Economy

Based on overall New Economy rankings, the top twenty cities are shown in Chart 10.
The top five cities are Shanghai, Beijing, Shenzhen, Hangzhou, and Chongqing.
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 ( Oct 2016 — Nov 2016)
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When looking at the city NEI rankings based on average NEI from May to November
of 2016, the top five remain unchanged and are Hangzhou, Shanghai, Beijing, Shenzhen,
and Xiamen. Guangzhou was very close to Xiamen at 6th (Chart 11).
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Chart 11: China’s Top 20 City Rankings by Average NEI
Ranked by Avg. NEI Values ( Oct 2016 — Nov 2016)

Hangzhou |
Beijing |
Shanghai |
Shenzhen | —
Xiamen |
Guangzhou | ——
Wuhan [ —
Xivan I —
Fuzhou e ——
Nanjing e —
Dongguan [ —
Suzhou I —
Zhuhai I
Nanning [
Zhengzhou I ——
Changsha
Tianjin P
Zhongshan I
Hefei Iy
Chengdu [y

0 .1 2 3

.Mﬂzﬂi I' I' I.




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 : +86-10-8104-8016 Tel : +86-10-8590-5204

Emails : minggaoshen(@caixin.com Email : lingma(@caixin.com
BBD

Chen Qin, Chief Economist Wu Yi, Data & Chart Designer

Tel : +86-28-65290823 Tel: +86-28-65290823

Email : chengin@bbdservice.com Email: wuyi@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 network,
connecting consumers, financial institutions, merchants, governments and businesses
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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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