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Results of the March survey in detail

Economic Outlook for China
Experiences Dramatic Drop

In the March survey (22.02.-07.03.2018), economic expectations for
China experienced a considerable drop. The CEP indicator now stands
at 1.4 points, 13.3 points lower than in the previous month (February
2018: 14.7 points).

This sees the CEP Indicator, which reflects the expectations of international
financial market experts regarding China’s macroeconomic development
over the coming twelve months, return to its level from January 2018.
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The experts’ assessment of the current economic climate is also less posi-
tive than in the previous month, with the corresponding indicator dropping
8.6 points to 23.7 points.

figure 1: CEPIndicator March 2018
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This figure, however, still indicates a largely positive assessment of the
economic situation.
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“The euphoria in the face of the exorbitant growth of 6.9 per cent exhibited
by the Chinese economy last year seems to have evaporated. At 6.6 per
cent, the forecast given by our experts with regard to real GDP growth in
2018 is largely in line with the official target of the Chinese government.
The current CEP indicator, which reflects economic sentiment over the com-
ing twelve months, has also adjusted itself to this view of things,” says Dr.
Michael Schroder, senior researcher in the ZEW Research Department “In-
ternational Finance and Financial Management” and project leader for the
CEP survey.

The experts’ assessments relating to growth in Chinese exports remained
constant in relation to the previous month. This is surprising given that one
would have expected the increasing likelihood of a trade war between the
US on one side and the EU and China on the other to lead to more pessi-
mistic export expectations. In fact, the level of Chinese exports experienced
a strongincrease in the first two months of 2018, which may have stabilised
expectations. “It remains to be seen how the current tensions over trade
will impact China’s growth and exports over the coming months,” says Mi-
chael Schroder.
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China 79 (-04) 368 (-132) 500 (+10.4) 53 (+32) 00 (+- 0.0y 237 (- 8.6)

Eurozone 20.0 (+88) 457 -76 34 -4.2 29 (+29) 00 (+-0.0) 414 (+3.6)

USA 143 +1.00 714 (+225) 143 -21.3) 0.0 -22 00 (+- 0.0y 50.0 (+13.3)

Economic expectation (1Y) improve htly improve not change slightly worsen worse balance

China (CEP- Indicator) 0.0 (-63 316 (-80) 395 (+83 289 (+6.0) 00 (+- 00y 14 (-13.3)

GDP (growth rate) in % 2018Q1 2018Q2 2018 2019

China 6.7 67 6.6 65

Eurozone 286 26 26 25

USA 286 27 27 27

Inflation (CPI) in % 3 months 1 year

China 18(1.9) 2.1(2.1)

Eurozone 1415 15(1.6)

USA 21{22) 22(23)

Wage Inflation in % 3 months 1 year

China 85(8.7) 84(87)

Eurozone 2416 1.801.7)

USA 28(27) 28(28)

Interest rates 3 months 1 year

SHIBOR (3 months) 4.8(4.7) 4.8(4.8)

One-year deposit rate 1.5(1.5) 1.6(1.6)

One-year lending rate 4.4(4.4) 4.5(4.4)

Stock market indices 3 months 1 year

SSE Composite Index 3.325(3.549) 3.553(3.720)

Hang Seng Index 31.273(32.264) 32.495(33.230)

WTI Crude Oil (US-Dollar) 63(65) 64 (67)

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

M2 growth rate 34 -17) 655 +40 139 +1.0 172 -33 00 (+-00) 27.6  (+20)

Specific indicators China (1Y) increase slightly increase  not change  slightly decrease decrease

Foreign exchange reserves 32 +07) 613 +113 1641 -64 129 -12.1) 65 (+6.5) 208 (+5.9)

FDI outflow (out of China) 161 (+1.1) 452 (-123) 290 (+19.0) a7 -78 00 (+- 0.0y 338 {-1.1)

FDlinflow (into China) 65 10 387 +12y 226 (+5.1) 290 (-6.0) 32 (+0.7) 82 (+1.9

Export activity 65 +15 613 +38 96 54 161 -64) 65 (+65 226  (+0.1)

Import activity 290  (+140) 452 (148 129 21 97 (+22) 32 (+0.7) 438  (+48)

Private Consumption 161 (-89 613 +38 129 21 00 (25 97 (+9.7) 374  (-154)

Privats Invacimant 32 (43 452 23 161 -39 258 +08 o7 (+97) 32 (156

Govt. Consurmption 19.4 (06 484 +34) 258 17 32 43 32 (+32) 388 (+-00)

Debt Domestic 128 46 581 +13.1) 97 178 161 +61) 32 (+32) 307  (-43)

Debt Foreign 34 19 414 +19 415 +21) 103 55 34 (+34) 156 (-18)

Employment rate 0.0 (-51y 300 (+44) 567 (+28 100 (-54) 33 (+3.3) 67 (-3.5)

Growth rate of new car registrations Total 100 (-28 667 (+26) 133 21 67 1.0 33 (+33) 387 (-43

share of world trade 100 (-54) 533 -31) 234 +03 100 (+49) 33 (+3.3) 284 -12.7)

Yuan / US-Dollar 6.39(6.41) 6.53(6.54)

Yuan f Euro 7.78(7.87) 7.87(7.95)

Retail banking 10.3 (-7.3 483 -78 345 (+22.7) 69 (-49) 00 -29 310 -58

hwvestment banking 103 (15 586  (+145 173 04 138 (87 00 (28 327 (+135)

Insurance 241 (+06 448 23 173 63 138  (+109 00 (-29) 396  (-31)

Automotive 100 -18 600 18 200 35 100 +7.1) 00 (+£00) 350 (-63)

Chemical / Pharmaceutical 100 -7.1) 500 +43) 300 15 100 +43) 00 (+-00) 300 (-7.0)

Machinery / Engineering 133 (9§ 333 10 301 (+44) 233 (+62 00 (+-00) 183 (132

Eledtronics 167 (90 533  (+162) 200 115 100 (+43 00 (+-00) 384 (30

Retail and commerce 133 (-67) 533 *+18 168 32 133 (+47) 33 (+3.3) 300  (-114)

Construction 133 (+15 300 82 1041 (134) 433  (+168) 33 (+33) 34 (143

Energy 138 -38 517 +17 3141 (+186 34 (+05 00 (+-0.0) 380 -32)

Information Technology 278 (-48 586 (+86 104 (+186) 34 (-54) 00 (+-0.0) 852 (+22)

Services 241 (-83 483 17 207 (+60 68 (+40) 00 (+-00) 48 (112

Economic expectation {1 Y improve slightly improve  not change slightly worsen worsen balance

Shanghai 36 (72 536 +77 392  (+121) 38 126 00 (+-00) 288  (+29)

Hong Kong 71 -9.1) 536 (+50) 357 (+886) 38 (-45 00 (+-0.0) 321 -4.4)

Guangzhou 37 17 206 -55 482 (+13.0) 185 (-3.1) 00 -27) 93 -02)

Shenzhen 148 (+13) 593 (+134) 222 (-10.3) 37 (-44) 00 (+- 0.0y 4286 {+10.2)

Tianjin 385 (+115 500 68 115 *07 00 (-54) 00 (+-00) 635 (+108)

Chengaing 1.1 (-24) 259 38 334 (+90) 296 (+26 00 (-54) 93 (02
259 11 333 18 188 58 222 +87) 00 (+-00) 315 (63

increase slightly increase  not change  slightly decrease decrease balance

Shanghai 37 (-98 259 65 207 (+26) 407  (+164) 00 27 -37 (-188)

Hong Kong 71 (-11.8) 214 -11.00 394 (+12.3) 321 (+105 0.0 (+-00) 18 (-22.5

Guangzhou 1.1 (28 407 ¢10) 334 +29 148 +37 00 28 241 (-23

Shenzhen 1.1 105 407 (+29 408 137 74 6.1 00 (+-00) 278  (-6.0)

Tianjin 148 -102) 259 -74) 408 (+158 185 (+48 00 (-28 185 (-134)

Chongaing 1.1 78 222 F21) 408 (#1941 185 (12 74 (+20) 56 (52
1.1 78 333 45 371 +127) 148 -14) 37 +1.0) 167 (103
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