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Results of the July survey in detail

Trade Dispute Hampers Economic
Outlook for China

In the recent survey for July (27/06/2018-12/07/2018), economic ex-
pectations for China once again dropped considerably to a new level of
minus 10.9 points (June 2018: 2.9 points).

This represents the fifth consecutive decrease in the CEP Indicator, which
is currently well below the long-term average of 4.5 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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At 7.6 points, the assessment of the current economic situation in China
was also more negative than the previous month. This constitutes a de-
crease of as much as 14.4 points compared to the assessment in June.

figure 1: CEP Indicatorjuly 2018
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“The outlook for the Chinese economy has been in a continual and signifi-
cant decline for the past five months,” says Dr. Michael Schréder, senior
researcher in the ZEW Research Department “International Finance and Fi-
nancial Management” and project leader of the CEP survey.
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The financial market experts polled in the current survey expect China’s
real GDP to grow by 6.5 per cent in 2018 and 6.3 per cent in 2019. Both
figures are 0.2 percentage points lower than those from the previous
month.

Expectations regarding exports lower

A central cause behind the worsening economic outlook is the international
trade dispute with the US. Expectations regarding exports currently stand
at minus 12 points, 19.9 points lower than the readingin June. The surveyed
experts also expect this to lead to a reduction in China’s share of global
trade, with the corresponding indicator dropping 29.6 points to a current
reading of minus 5.3 points.

This month’s drop in expectations affects every sector of the Chinese econ-
omy assessed by the financial market experts and all components of GDP.
Both private consumption and private investment exhibited a large two-fig-
ure drop in terms of expectations. In the case of private consumption, the
indicator experienced a drop of 53.5 points down to minus 20.7 points com-
pared to the previous month. Meanwhile, the latest expectation indicator
for private investment stands at minus 1.7 points following a decrease of
22.1 points over the course of the month.

“By weakening the Chinese economy, the trade dispute triggered by the US
could end up slowing down economic growth worldwide,” says Michael
Schroder.
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ZEW/Fudan China Economic Panel: Results July 2018

Current economic situation very good good normal bad very bad balance
China 0.0 -29 273 -108) 606 +17) 121 +121) 00 (+-00) 76 (144
Eurozone 0.0 -59) 250 (132 625 (+66 125 (+12.5) 0.0 +-00 863 -18.7)
USA 31 -87 281 278 281 -42y 34 (+34.4) 63 (+63) -64 (-46.2)
Economic expectation (1Y) improve slightly improve not change slightly worsen

China (CEP-Indicator) 94 (+94) 250 (-74) 156 (-13.8) 344 (-38 156 (+15.6) -109 (-80)
China 65 6.4 6.5 6.3

Eurozone 23 23 23 23

USA 26 286 26 26

Inflation (CP1) in % 3 months 1 year

China 1.9(19) 20(2.1)

Eurozone 15013 15014

USA 2625 2725

China 8.3(889) 8.1(86)

Eurozone 170179 17018

USA 29129 29(30)

Interest rates 3 months 1 year

SHIBOR (3 months) 45(4.1) 45(4.2)

One-year deposit rate 15(1.5 15(16

One-year lending rate 4344 4445

SSE Composite Index 2.849(3.180) 2.966 (3.358)

Hang Seng Index 28.713(31.271) 29,359 (32.364)

Growth Enterprise Market Index (S2) 1.535(1.854) 1.588 (1.908)

WTI Crude Oil (US-Dollar) (74 T2(77)

China M2 growth rate 37 -63 185 -348 111 -156) 556 (+456) 111 +11.1) -260 {57.9)
Specific indicators China (1Y) increase slightly increase  not change  slightly decrease decrease balance
Foreign exchange reserves 69 (+69 345 (+64) 241 (+22) 207 (-26.2) 138 (+10.7) 00 (+12.5)
FDI outflow (out of China) 0.0 (67 448 19 242 +76 276 +109) 34 +01) 62 (182
FDlinflow {into China) 00 67 30 -23 6 +48 310 (+43 34 +01) -34  ¢-104)
Export activity 138 +75 138 -331) 173 (+49) 448 (+19.8) 103 +09 -120 (199
Import activity 34 -31.00 2441 (-10.3) 174 (-44y 379 (+285 17.2 (+17.2) -20.7 (-67.6)
Private Consumption 0.0 -128) 2441 (-228) 242 (-10.y 379 (+31.6) 138 (+13.8) -20.7 (-53.5)
Private Investment 0.0 (-94) 379 27 31 33 207 +82 103 *72) A7 (221)
Gowt. Consumption 17.2 -78) 207 (-29.3) 208 -1 244 (+21.0y 17.2 (+17.2) -1.7 (-50.2)
Debt Domestic 89 (-125 379 (-16.9) 69 (-157y 414 (+38.2) 6.9 (+69 -18 (-47.0)
Debt Foreign 37 (+04) 370 83 280 (141) 206 (#1863 37 +37) 37 (148
Employment rate 36 (-29 250 (-73) 835 (+52) 143 +14) 36 (+36) 54 (108
Growth rate of new car registrations 37 (-6.00 37.0 (-243) 148 (-44) 407 (+31.0) 37 (+37 -18 (-37.4)
Total share of world trade 0.0 (-65) 393 123 179 -79 357 (+19.6) 7 +7.1) -53 (-29.8)
Exchange rates 3 months year

Yuan / US-Dollar 6.63 (6.39) 6.78(6.52)

Yuan / Euro 7.65(7.61) 7.78(7.69)

Sectors (1Y) increase slightly increase  not change  slightly decrease decrease balance
Retail banking 37 -57 222 (-37.27 280 (+1.1) 444 (+38.1) 37 +37) -1141 (-47.1)
Investment banking 74 20 333 105 148 (-194) 370 (4278 74 +43) -18 (254
Insurance 74 -17.6) 259 (335 186 (+93) 333  (+270) 148 +148) -1 (627
Automotive 37 -57) 407 218 12 (-106) 370 (+30.7) 74 +74) -18 (-39.4)
Chemical / Pharmaceutical 0.0 (-188) 259 (-304) 223 (+68) 333 (+23.9y 185 (+185) -222 (-64.5)
Machinery / Engineering 0.0 (-158) 37.0 (-05 223 (-9.0) 333 (+17.7) 74 {(+74) -586 (-322
Electronics 107 (-11.2) 250 (-156 179 (-7 393 (+26.8) 74 +71) -38 (-39.6)
Retail and commerce 36 1200 321 (-17.9) 250 (-31) 286 (+22.3) 107 (+10.7) -54 (-42.9)
Construction 37 -88 296 +7.7) 223 (-88) 296 17 148 #11.7) 111 (168
Energy 00  (250) 296 79 334 (+53) 259  (+165 111 *+11) -93  (-484)
Information Technalogy 74 (281) 296 (-220) 186 (+57) 333 (+333 111 (+11.1) 58  (-669)
Senices 37 182 296 (38.2) 148 (+87 7 (4376 A +11.1) -13.0 (67.8)
Economic expectation (1Y) improve slightly improve  not change slightly worsen worsen balance
Beijing 74 (+11) 222 122) 445 (-54) 222  (H28 37 +37 37  (151)
Shanghai 1.1 *17 148 (352) 482  (+200) 185 +60) 74 +74) 19 (263
Hong Kong 74 +1.1) 148 -133) 519 +11.3) 222 +03 37 +086 00 (-63
Guangzhou 15 (-46 231 -221) 308 (+1.8 231 (+166) 115 +83 00 (-32.3)
Shenzhen 15 -24.00 192 (-26.0) 232 (+104) 269 (+204) 192 (+19.2) -116 (-86.5)
Tianjin 19.2 {(+63) 308 (+18 231 (-124) 154 07y N5 +50 154 (+25)
Chongging 15 -11.1) 308 -79 231 27 192 +63) 154 (+154) 18  (336)
Real estate price expectation (1Y) i slightly increase  not change  slightly decrease

Beijing 37 (-88) 296 (-48 408 (+96 222 (+0.3) 37 +37) 37 (-15.1)
Shanghai 37 (-88) 333 (-42 334 (+84) 259 {(+0.9) 37 +37) 37 (-15.1)
Hong Kong 77 48 231 -82 308 (-98 6 (+180) 38 +38) <189 (223
Guangzhou 38 (59 3486 1700 386  (+160) 192 (+63) 38 +06) 77 (182
Shenzhen 38 (123 462 +10) 347 (#1210 15 46 38 +38) 174 (133
Tianjin 80 (-49) 440 (+182 280 107 200 +39 00 (-85 200 (+87)
Chongging 40 (+0.8) 400 (-84) 280 (-10 280 (+15.1) 0.0 (-6.5) 100 (-45)

Note 33 anal
M = month)
previous survey

ysts participated in the J which was conducted during the p
rs displayed are percen rectional forecast
n parentheses) Balances refer to the weighted

d 6/27-7/12/2018. The analysts asked about their expectations for the r
ange compared to previous survey in parentheses) and numerical values in ¢
tributions from positive and negative assessments




