China Economic Panel (CEP)

// May 2017

Results of the May survey in detail

Economic Optimism Dampened
Significantly — Outlook Stable in the
Long Term

According to the current survey for May (2 — 17 May 2017), the economic
outlook for China has declined significantly, falling by 17.8 points (April
2017: 17.7 points).

The rather optimistic sentiment witnessed in the previous survey has thus
faded somewhat. The CEP Indicator, which reflects the expectations of in-
ternational financial market experts regarding China’s macroeconomic de-
velopment over the coming twelve months, is currently at minus 0.1 points,
falling below the long-term average of 5.2 points. The assessment of the
current economic situation has also dampened and fell by 5.4 points to a
current level of 12.2 points.

Centre for European Economic Research (ZEW)

contact: Dr. Michael Schréder
. Dept. International Finance and Financial Management
;, L7,1-68161 Mannheim

Phone: +49 (0)621 1235-368

michael.schroeder@zew.de - wwww.zew.de



China Economic Panel (CEP) May 2017

What is remarkable, however, is that the point forecasts show a slight im-
provement. For instance, the forecasts for the third quarter of 2017 in-
creased from 6.6 per cent to 6.7 per cent. The overall forecast for 2017 also
improved, climbing from 6.6 to 6.7 per cent.

figure 1: CEPIndicator May 2017
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Balance of the symmetrically weighted positive and negative assessments regarding the macroeconomic environment in China in
twelve months. YSurvey period 2 May 2017 - 17 May 2017. Source: ZEW/Fudan University
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How can these different survey results be explained given that they seem
contradictory at first glance?
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"The sentiment indicators are probably more susceptible to recent or forth-
coming events," explains Dr. Michael Schréder, senior researcherin ZEW's
Research Department "International Finance and Financial Management"
and project leader of the CEP survey. The economic sentiment dampened
somewhat possibly due to the decline in the annual rate of change in in-
dustrial production, which fell from 7.6 per cent in March to 6.5 per cent in
April. Alongside a quarterly growth rate of the real GDP of 1.3 per cent in the
first quarter of 2017 — which is rather weak, at least in Chinese terms — the
indicators points towards a rather restrained start to the year. In accord-
ance with China's current five-year plan, however, financial market experts
still expect to see strong growth throughout the year.
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Interest rates 3 months 1 year

SHIBOR (3 months) 44(4.3) 44(44)

One-year deposit rate 15(1.5) 16(15

One-year lending rate 4.4(4.4) 44(44)

Stock market indices 3 months 1 year

SSE Composite Index 3.166(3.2909) 3.353(3562)

Hang Seng Index 24 647 (23 865) 25,233 (24.606)

Growth Enterprise Market Index (SZ) 1.378(1.944) 1.415(1.948)

WTI Crude Qil (US-Dollar) 49(54) 51(54)

Monetary aggregate M2 (6 M) increase slightly increase  not change  slightly decrease  decrease balance
China M2 growth rate 32 (+32) 548 46 130 +37) 290 23 00 +-00) 181  (+20)
Specific indicators China {1 Y) increase slightly increase  not change slightly decrease decrease balance
Foreign exchange reserves 0.0 (+- 000 241 (+85 104 21 621 (-67) 34 (+03) -224 (+7.3)
FDI outfiow (out of China) 69 98 621 (+188) 17.2 28 138 62 00 +-00) 34 (+27
FDIinflow (into China) 34 (+34) 379 (+48 174 ~60) 379 21 34 (+01) 00 (+67
Export activity 10.3 (-53) 5852 (+52 173 +79 172 -78 00 (+-00) 283 (+12
Import activity 34 (-185) 655 +92 173 +80) 138 (+44; 00 (-3.1) 283 (-13.0)
Domestic consumption 0.0 (-125) 69.0 -600 207 (+145 103 (+4.00 00 (+-0.0) 294 (-17.5)
Employment rate 0.0 -32 207 116 552 (+165 20.7 -19 34 (+02) -34 -83)
Growth rate of new car registrations 74 (29 643 (+43 107 128 143 (+76 38 (+36) 285 (-82
Total share of world trade 69 (+36 586 +19 207 160) 138  (+105 00 (+-00) 293 (00
Exchange rates 3 months 1year

Yuan / US-Dollar 6.93(6.92) 7.07(7.07)

US-Dollar / Euro 1.08(1.07) 1.07 (1.09)

Sectors (1Y) increase slightly increase not change  slightly decrease decrease balance
Retail banking 38 (-33) 538 -69 232 *+17 192 (+85 00 (+-00) 211 -11.0)
Investment banking 38 (-21.2) 615 +08 270 (+23.4) 77 -3.0 00 (+- 0.0y 30.7 (-19.3)
Insurance 19.2 (-58 577 66 154 (18 77 (+08 00 (+-00) 442  (-94)
Automotive 20.0 (+57) 440 (239 200 +93 180 (+89 00 (+-00) 340 (107
Chemical / Pharmaceutical 40 -37) 600 131) 240 +86 120 (+82 00 (+-00) 280 (-144)
Machinery / Engineering 80 68 320 16.1) 360 +137) 240 +92 00 +-00) 120 (-195)
Electronics 12.0 (+08 400 (-158) 320 (+98 160 (+49) 00 (+-00) 240 -94
Retail and commerce 77 (68 577 30 269 +80 77 +08 00 +-00) 327 (-84
Construction 154 (-13.2) 385 (-44) 234 (+53 192 (+85 38 (+3.8) 21.3 (-23.4)
Energy 38 (-10.5) 462 (-02) 385 (+99 115 (+08 00 (+-00) 21.2 1.0
Information Technology 234 (-85 615 *+22y 186 *+79 38 (-38 00 (+-0.0) 520 (- 3.8)
Services 269 (+1.0) 423 21 270 (+12.1) 38 -11.00 00 (+-0.0) 462 (+55)
Beijing 8.7 (-98 348 (-59) 478 (+18.1) 87 (-24) 00 (+-00) 218 (-11.5)
Shanghai 8.7 (-13.5) 3941 -16 435 (+138) a7 (+13 00 (+-00) 238 (-15.0)
Hong Kong 00 37 391 (+95 218 -30.1) 391 (+243) 00 +-00) 00  (11.1)
Guangzhou 45 75 409 710 39 +39 227  (#07) 00 (+-00) 138  (-164)
Shenzhen 238 (+07) 429 (148 238  (+123) 95 +18 00 (+-00) 405 (-7.8
Tianjin 95 (-20) 333 (-52) 286 (+16 238 (+46) 48 (+1.00 95 79
Chongging 95 (-6.5) 429 (-51) 286 (+46 190 (+7.0) 00 (+-00) 215 (-125)
Real estate price expectation (1Y) increase slightly increase  not change  slightly decrease decrease balance
Beijing 120 (+48 280 (276 320 (+24) 240  (+168) 40 (+40) 100 (215
Shanghai 120 (+08) 360 -84) 240 ~20) 280 (+95 00 (+-00) 160 {81)
Hong Kong 120 (+82) 360 63 280 28 240 +08 00 (+-00) 180 (+48)
Guangzhou a1 (-24) 364 -59 227 -43 273 (+8.1) 45 (+45 92 (-139
Shenzhen 83 -32 375 +29 250 +19 250 -58 42 (+4.2) 104 -30
Tianjin 87 +=1.0) 304 -118) 305 +11.3) 217 (-9.1) 87 (+87) 44 -9.9)
Chongging a1 (+51) 408 31 38 (+38) a1 -69 91 (+1.1) 158 (+59)
Note: 33 analysts participated in the May survey, which was conducted during the period /2017 The analysts were asked about their expectations for the respective time harizons (Y = yea:
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