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Results of the February survey in detail

Coronavirus Epidemic: Growth
Forecasts for China Drop Significantly

CEP Indicator Stands at 4.4 Points

The most recent survey conducted in February (11 — 19 February 2020)
shows the considerable effects the coronavirus epidemic has on growth
forecasts for China, with experts expecting real gross domestic product
(GDP) to increase by only 5.4 per cent in 2020 and by only 4.2 per cent
in the first quarter of this year.

he CEP indicator, which is based on the China Economic Panel (CEP) and
reflects the economic expectations of international financial market ex-
perts for China, rose to a value of 4.4 points in February 2020, thus again
finding itself just outside the negative range.
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When interpreting this increase, however, it must be noted that the forecast
horizon of the CEP indicator is twelve months. The experts surveyed there-
fore do not expect a noticeable improvement until the beginning of 2021,
and this starting from an already quite weak situation of minus 10.9 points.

figure 1: CEP Indicator February 2020
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Balance of the symmetrically weighted positive and negative assessments regarding the macresconomic énvironment in China in
terelve months. U Surey period 11 February 2020 - 19 February 2020. Source: TEW/Fudan University

© ZEW

source: ZEW/Fudan

Current point forecasts for Chinese real gross domestic product are much
more revealing when it comes to the economic development in the coming
months.
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The first quarter of 2020 is expected to see GDP growth of only 4.2 per cent,
coming down from the 6.0 per cent forecast in the January survey. “This
sharp decline in forecasts is a consequence of the spreading coronavirus
epidemicin China,” says Dr. Michael Schroder, senior researcherin the Re-
search Department “International Finance and Financial Management” at
ZEW Mannheim and project leader of the CEP survey. Although the experts
expect a return to more normal economic conditions with GDP growth of 5.4
percentinthe second quarter of 2020, this figure is still significantly below
January’s forecast of 6.0 per cent. The experts thus expect negative effects
of the coronavirus epidemic to hit the second quarter as well.

The forecast for the entire year of 2020 has dropped to a mere 5.4 per cent.
This figure is far below the six per cent target set by the Chinese govern-
ment. “According to the survey participants, the virus epidemic will have a
very significant impact on China’s economic development this year. Not un-
til 2021 do the experts expect to see GDP growth of 5.7 per cent, which is
the usual growth rate for China,” Schroder summarises.
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‘Current economic situation very good good normal very bad balance
China 13.0 +108) 217 (+152) 1.0 433 391 @21 152 (+152) -108 (+22
Eurazone 0.0 (-47) 148 (+06 732 (+8.2) 122 (-4.1) 0.0 +~00) 12 (-2.4)
USA 0.0 (+-00) 178 -7.7) 437 (-7.8) 333 (+12.4) 5.1 (+28) -128 -12.9)
Economic expectation (1Y) improve slightly improve not change slightly worsen worsen balance
China (CEP-Indicator) 196 (+153) 348 +65 43 -15.3) 174 (-2389) 238 +174) 44  (+13.1)
GDP (growth rate) in % 2020Q1 2020Q2 2020 2021

China 42 54 54 57

Eurozone 14 14 15 186

USA 21 22 22 22

Inflation (CPI) in % 3 months 1 year

China 4.6(4.4) 43(3.8)

Eurozone 1.6(1.6) 1.6(1.5)

USA 2221 23022

Wage Inflationin % 3 months 1 year

China 7694 83(87

Eurazone 28(2.9 29(28)

USA 4.6(4.6) 4.5(4.7)

Interest rates 3 months 1 year

SHIBOR (3 months) 27(28 27(28)

One-year deposit rate 15(1.5 14(14)

One-year lending rate 4.2(4.3) 4.2(4.2)

Stock market indices 3 months 1 year

SSE Composite Ihdex 2.877(2.991) 3.071 (3.096)

Hang Seng Index 26521 (28.539) 27.240 (28.759)

Growth Enterprise Market Index (SZ) 2.008 (1.880) 2137 (1.977)

WTI Crude Qil (US-Dollar) 55(64) 57 (64)

Monetary aggregate M2 (6 M) increase slightly increase not change  slightly decrease decrease

China M2 growth rate 1.9 (+9.5) 19.0 (-05) 143 (-10.1y 262 {-104) 286 (+11.5) -203 +30
Specific indicators China (1Y) balance
Foreign exchange reserves 128 (+78) 205 (-85 231 -1.9 282 (-43) 154 (+7.8 -65 {(-2.7)
FDI outfiow (out of China) 154 +129) 333 +83 103 (-47) 258 144) 154 21) 39 (4264
FDlinflow (into China) 184 +134) 211 (-39 53 (-22) 368 -107) 184 (+34) 79  (+134)
Export activity 146 (+98) 268 (-1.8 4.9 70y 37 -13.5) 220 (+125 -89 +3.1
Import activity 143 (+95) 333 +23 N8 (+0.1) 238 -167) 167 (+4.8 24 (+143)
Private Consumption 163 (+68) 302 -08 139 (+68 233 -196) 163 +68 35 (+95
Private Investment 186 (+138) 1886 ¢17.1) 162 {-5.3) 326 (+136) 140 (-50 -24 (+3.5
Gowvt. Consumption 279 (+11.2) 1886 -52) 23 (-16.8) 233 (+43) 279 (+6.5) -23 (+F 0.0)
Debt Domestic 19  (+-00) 262 (+-00) 85 -96 262 (+48) 262 (+48) -143  (-72
Debt Foreign 48 (+24) 214 -24) 262 47 333 +71) 143 (-24) -165 (+-0.0)
Employment rate 220 (+14.7) 244 (-24) 218 (148 220 (+-0.0) 98 (+25 134 (+11.0)
Growth rate of new car registrations 195 (+145 98 “152) 146 -12.9) 4863 (+163) 98 -27) -88  (+14)
Total share of world trade 143 (+94) 310 +90) 180 (-15.0) 262 31 95 03 72 (+168
Exchange rates 3 months year

Yuan / US-Dollar 7.01(6.97) 7.01(7.00)

Yuan / Eure TTT(7.74) 7.77(7.78)

Retail banking 7.7 (+77) 282 (-96 205 (+6.9 333 -72) 103 (+22) -52 (+43)
Investment banking 128 (+74) 205 17.3) 23.2 (+69) 2586 -14) 178 (+44) 77  (-5.0)
Insurance 132 +51) 53 “109) 238 -35 395 *71) 184 (+22) -223  (-6.1)
Autornotive 205 (+10.0) 103 -21.3) 154 -82y 4.0 (+19.9) 128 (-04) -7.7 (-10.3)
Chemical / Pharmaceutical 26 -789) 256 +45 128 (-16.1) 4386 (+120) 154 (+7.5 -218 -19.1)
Machinery / Engineering 51 (+25) 154 109 205 (-06 438 +94) 154 (-04) -244 (-7.2)
Electronics 5.1 (-54) 231 +7.3) 180 (-3.1) 333 (-88) 205 (+10.0) -205 (-7.3)
Retail and commerce 225 (+199) 175 (-15.8) 20.0 (-05 250 (-83 150 (+4.7) 38 (+11.5)
Construction 128 +75 231 11.1) 102 (-8.2) 436 +120) 103 02 -78 (-39
Energy 103 (+78) 2586 (-68 180 (-64) 282 (-42) 179 (+98 -89 (-3.5
Information Technology 10.3 (-32) 128 (-34) 205 (+6.9 282 (-42) 282 (+3.9) -258 (-6.7)
Services 256 +17.7) 231 +20) 206 (+48) 178 -11.0) 128 (135 164  (+37.7)
Beijing 12.8 +10.2) 205 (+10.0) 180 (321) 333 (+7.0) 154 (+49) -80 (+68
Shanghai 77 (+77) 258 +45 128 -240) 385 +122) 154 -04) -142 (+42
Hong Kong 17.9 (-32) 178 (-05 155 (+7.6) 333 (-09) 154 (-3.0 -52 (+00
Guangzhou 103 +77) 231 +47) 179 (216 333 -08) 154 (+10.1) -102  (+04)
Shenzhen 128 +23) 17.9 -84) 155 -04) 358 -09) 179 (+74) -141  (-88)
Tianjin 205 (+152) 2586 (-6.0) 180 (-135) 282 {+4.5) 77 (-02) 115 (+10.1)
Chongging 154 (+154) 2586 (-4.1) 18.0 (-228) 282 (+66) 128 +4.7) 13 (+54)
Real estate price expectation (1Y) increase slightly increase not change  slightly decrease decrease balance
Beijing 7.7 (+24) 333 (+14.9) 257 (-32 256 218 77 +7.7) 38 (+#13.1)
Shanghai 26 (+26) 333 (+175 231 1.1 333 167 77 +77) 51  (+120)
Hong Kong 154 (+10.1) 28.2 -07) 154 (-8.3) 359 +70) 51 -81) 65  (+144)
Guangzhou 77 (+51) 308 (+124) 282 (-14.0p 282 -60) 5.1 (+25 38 (+11.8)
Shenzhen 103 (+77) 231 (-086 307 (+44) 282 (-11.3) 77 (-02) 041 (+13.3)
Tianjin 237 +105) 184 -53 2 (+26 237 52 00 28 211 (+13.1)
Chongging 158 (+105) 237 (-26) 342 (+-0.0) 263 -79) 0.0 (+-0.0) 145 (+13.1)

Mote: 46 analysts participated in the February survey. which was conducted duri

year, M = month) Numbers display

ng the period 2/11-2/19/2020. The analysts were asked about their expectations for the resps
d are percentages in case of directional forecasts (change compared to previous survey in parentheses) and numerical values in case of point forecasts (results
af previous survey in parentheses) Balances refer to the weighted distributions from positive and negatve assessments

® time horizons (Y =





