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Results of the June survey in detail

Economic Outlook for China Drops
Slightly

According to the most recent survey for June (16/05/2018-01/06/2018),
the economic outlook for China dropped slightly by 1.6 points to a new
value of minus 2.9 points.

This represents the fourth consecutive decrease in the CEP Indicator, which
is currently well below the long-term average of 4.8 points. The CEP Indica-
tor reflects the expectations of international financial market experts re-
garding China’s macroeconomic development over the coming twelve
months.
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Moreover, the assessment of the current economic situation in China expe-
rienced a three-point drop down to 22.0 points compared to the previous
month. Despite this decrease, the assessment of the economic situation
remains largely positive and well above the average reading of 3.1 points
(since the survey began in May 2013).

figure 1: CEP IndicatorJune 2018
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The financial market experts polled in the current survey predict that real
GDP in China will grow by 6.7 per cent in 2018 and 6.5 per cent in 2019.
These are the same as the results from the previous survey. The slight
dampening of both the economic expectations as well as the assessments
of the economic situation has apparently not yet had an effect on the ex-
perts’ point forecasts.
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One reason for this could be that many expect the Chinese government to
introduce an increasing number of economic stimulus measures. The indi-
cator for government consumption has climbed by six points to a level of
48.5 points. There was also a significant increase in the number of survey
participants expecting an increase in domestic debt levels (for the govern-
ment, banks, companies and private households), with the corresponding
indicator climbing 23.1 points to a current reading of 45.2 points.

“In the face of already high levels of domestic debt, the sustainability of
the Chinese government’s growth ambitions for 2018 and beyond is in-
creasingly being called into question. The economic policy based on ever
higher levels of debt could lead to a severe crisis in the financial sector,

”

ultimately causing an economic downturn,” says Dr. Michael Schroder,
senior researcher in the ZEW Research Department “International Finance

and Financial Management” and project leader for the CEP survey.

The indicator readings for China’s exports, imports and share of global
trade have once again seen considerable increases. This suggests that the
experts currently expect the country’s ongoing trade dispute with the US to
de-escalate.
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ZEW/Fudan China Economic Panel: Results June 2018

Current economic situation very good good normal bad very bad balance

China 29 -2.1) 382 (-9.3) 589 (+164) 00 (-25 00 (-25) 220 (-3.0)

Eurozone 59 (-2.2) 382 (+58) 559 -09) 00 -27 00 (+-00) 250 (+20)

UsSA 1.8 (-9.8) 559 (+18.1) 323 (- 5.6) 0.0 -27) 00 (+~00) 398 (+08)

Economic expectation (1Y) improve slightly improve not change slightly worsen

China (CEP-Indicator) 0.0 (-25) 324 (+24) 294 (-3.1) 382 (+57) 00 (-25 -29 (-18)

'GDP (growth rate) in % 2018Q2 2013Q3 2018 2019

China 6.7 6.6 6.7 €.5

Eurozone 25 25 25 24

USA 25 25 25 25

Inflation (CPI) in % 3 months 1 year

China 1921 21(23)

Eurozone 13(14) 14(1.5

UsA 25(24) 25(2.5

Wage Inflation in % 3 months 1 year

China 8.8(8.9) 86(8.8)

Eurczone 1.7(1.1 18(1.8)

Usa 29(28) 30(3.0

Interest rates 3 months 1 year

SHIBOR (2 months) 4142 42(4.3)

One-year deposit rate 15(1.5) 16(1.6)

One-year lending rate 4.4 (4.4 45(44)

Stock market indices 3 months 1 year

SSE Composite Index 3.180(3.123) 3.358 (3.328)

Hang Seng Index 31.271 (30.730) 32364 (31429)

Growth Enterprise Market Index (SZ) 1.854 (1.829) 1.908 (1.951)

WTI Crude Qil (US-Dollar) 74 (69) 77 (69)

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

China M2 growth rate 10.0 +1.2) 533 (+04) 267 (+3.1) 100 (-47) 00 (+~0.0) 31.7 (+38)

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

Foreign exchange reserves 0.0 (-6.1) 281 (+69) 219 (-205) 469 (+1986) 31 (+0.1) -125 (-12.5)

FDl oulflow (out of China) 6.7 (-85 6567 (+234) 166 -76) 167 (-106) 33 (+3.3) 234 (+562)

FDlinflow (into China) 6.7 +3.7) 333 (+-00) 2300 04y 267 (+2.5) 33 (-58) 67 (+83)

Export activity 6.3 (+3.3) 469 (+75) 124 (+9.3) 250 -174) 94 27 79 (+18.5)

Import activity 44 (+13.2) 344 ~20) 218 (+67) 94 -88) 00 (-9.1) 469  (+25.7)

Private Consumption 125 (-2.2) 463 207y A2 (+28.4) 6.3 (-55) 00 (+-00) 328 (-9.8)

Private Investment 9.4 (+0.6) 406 (-12.3) 344 (+138) 125 (+0.7) 341 (-28) 204 (-3.1)

Gowt. Consumption 25.0 (+6.8) 500 18 219 564y 34 (+0.1) 00 (+-00) 485  (+6.0)

Debt Dom estic 194 -12) 548 (+283) 228 -68 32 (-203) 00 (+-00) 452  (+23.1)

Debt Foreign 3.3 (-28) 433 (+13.00 401 +07) 133 (-10.9) 00 (+-0.0) 183 (+9.1)

Employment rate 65 (+04) 323 (+20) 483 -62) 129 (+38) 00 (+-00) 182 (-05)

Growth rate of new car registrations 9.7 (+06) 613 +98 193 (-8.0) 97 (-24) 00 (+-00) 355 (+6.7)

Total share of world trade 6.5 (-2.3) 516 (+13.4) 258 +51 1861 (-13.3) 00 (-29) 243 (+14.0)

Exchange rates 3 months 1 year

Yuan / US-Dollar 6.39(6.31) 6.52 (6.40)

‘Yuan / Euro 7.61(7.78) 7.69(7.83)

Sectors (1Y) increase slightlyincrease  not change  slightly decrease decrease balance

Retail banking 94 -3.1) 594 -62 249 (+124) 63  (#-00) 00 -3.1) 360 (-30)

Investment banking 94 (-94) 438 -93) H3 (+21.8) 94 (-62) 31 (+3.1) 235 -14.7)

Insurance 25.0 (-5.3) 594 (+13.9) 9.3 (-8.8) 6.3 (+02) 00 (+~0.0) 516 (+16)

Automotive 94 -27) 625 (+201) 218 118 63 -28 00 (-30) 375 (+1.7)

Chemical / Pharmaceutical 18.8 (+38) 563 +78 155 ~147) 94 (+33) 00 (+-00) 423 (+59)

Machinery / Engineering 15.6 (+-0.0) 375 +31 32 (+32) 156 (-6.3) 00 (+-00) 266 (+4.7)

Electronics 219 (+4.3) 406 (+24) 250 74y 125 (+0.7) 00 (+~0.0) 36.0 (+52)

Retail and commerce 15.6 (+0.9) 500 1.8 281 (+134) 63 (-25) 00 (+-00) 375 (-39

Construction 125 27 218 145 1.2 (#10.0) 213 +7.1 31 (+0.1) 47 (-13.6)

Energy 25.0 (+12.5) 375 -188) 281 (+6.3) 94 (+-0.0) 00 (+-0.0) 391 (+3.)

Inform ation Technology 355 (+10.5) 516 78 129 (+36 0.0 -63) 00 (+-00) 613 (+9.7)

Services 219 (-94) 688 (+63) 6.2 (+-00) 31 (+3.1) 00 (+-00) 548 (-78)

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

Beljing 6.3 -28) 344 1.1 499 (+19.7) 94 (-58 00 (+-00) 188 (-55)

Shanghai 94 (-8.8) 500 (+76) 281 -22) 125 (+34) 00 (+-00) 282 (-6.7)

Hong Kong 6.3 +02) 281 83 406 (+104) 218 (-54) 341 (+3.1 63 -44)

Guangzhou 16.1 (+36) 452 17 290 -53) 65 (+02) 32 (+32) 323 (-05)

Shenzhen 355 (-2.0) 452 (+48) 128 (-28) 65 (+02) 00 (+~00) 549 (+02)

Tianjin 129 (+04) 290 -85 355 (+137) 161 -27) 65 (29 129 (+04)

Chongging 226 (+07) 387 (-82) 258 (+133) 129 (-27) 00 31 355 (+10)

Real estate price expectation (1Y) increase slightlyincrease  not change slightly decrease decrease balance

Beijing 125 (+64) 344 +41 N2 =21 219 (-84) 00 (+-00) 188  (+127)

Shanghai 125 (+3.7) 375 (+11.0)  25.0 (-13.2) 25.0 (-15 00 (+~00) 188 (+10.0)

Hong Kong 125 8.1y 33 (+10.7) 406 (+2.3) 158 (-20) 00 -29) 204 (+12)

Guangzhou 9.7 (-24) 516 (+24.3) 226 -13.8) 129 (-83) 232 (+02) 259 (+13.7)

Shenzhen 16.1 (-2.1) 452 (+21.0) 226 =138y 16.1 -51 00 (+~0.0) 30.7 (+11.0)

Tianjin 12.9 (+3.8) 268 (+46 387 (+24) 161 (-112) 85 (+04) M3 (+114)

Chongging 3z (-59) 484 (+29) 290 +18 128 (+08) 65 (+04) 145  (-52)
e: 34 analysts particip in the June survey, which was conducted during the period 5/16- sts were asked about their expectation: @ time horzons (Y = year,

oint forecasts {results of

month). Numbers displayed are pert &5 in case of directional forecasts (change c y in parentheses) and numerical \




