China Economic Panel (CEP)

// July 2020

Results of the July survey in detail

Outlook Remains Cautious

CEP Indicator Rises to a New Reading of 31.7
Points

In the current July survey (7-13 July 2020), the CEP indicator increased
slightly by 1.2 points, reaching a new value of 31.7 points.

The CEP indicator, based on the China Economic Panel (CEP) in cooperation
with Fudan University, Shanghai, reflects the economic expectations of in-
ternational financial market experts for China on a 12-month basis.
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“This change in month-on-month sentiment indicates that the upward mo-
mentum is expected to weaken,” says Dr. Michael Schrdéder, project man-
ager of the CEP survey and senior researcher in the Research Department
“International Finance and Financial Management” at ZEW Mannheim.

figure 1: CEP Indicator July 2020
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The share of experts expecting a strong improvement declined from 33.3
per cent to 21.1 per cent. A majority (52.6 per cent) anticipates the economy
to improve only slightly over the next 12 months.
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“The recently published figures for real gross domestic product (GDP)
growth in the second quarter, which was surprisingly high at 3.2 per cent
year-on-year, are likely to decline again in the second half of the year, which
is in line with these estimates,” says Michael Schroder in light of the cur-
rent survey data.

For the third quarter, the participants expect real GDP to increase by only
1.0 per cent year-on-year, and by 2.7 per cent for the fourth quarter. This
means that growth estimates for the entire year are also continuing to de-
cline and are only at 0.8 per cent in the current survey. Growth forecasts for
2021 are also worsening, currently standing at 4.0 per cent year-on-year.
“A major reason for this rather subdued outlook by Chinese standards
could be the continued reluctance of private consumers to spend,” as-
sumes Schroder. Expectations for the next 12 months for both private con-
sumption and private investment have fallen significantly. The experts be-
lieve that the employment situation will also deteriorate significantly as a
result of continuing economic weakness.

The rise in expectations for government consumption shows that the gov-
ernment is expected to remain strongly committed to economic policy. As
a result of the continued practice of active economic policy and, neverthe-
less, relatively weak growth, experts are forecasting a significant increase
in debt. In light of these estimates, the surprisingly strong economic growth
in the second quarter is put into perspective. The experts surveyed in the
context of the CEP Indicator therefore anticipate that the Chinese economy
will continue to face problems for some time to come.
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Monetary aggregate M2 (6 M)
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not change
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China M2 growth rate 36 (+178) 474 (+129) 157 (+8.8) 53 (-85) 0.0 (-31.0y 827 (+59.6)
Specific indicators China (1Y) slightly increase decrease balance
Foreign exchange reserves 5.0 (-15.7) 200 (-11.00 200 (+2.7) 400 (+19.3) 150 (+4.7) -200 (-35.6)
FDI outflow (cut of China) 0.0 -161) 350 +60) 50 -15 350 (+92) 250 (+24) -250  (-20.1)
FDlinflow (into China) 5.0 “11.1) 250 +24) 50 (+50) 250 -105) 400 (+14.2) -350 (-188)
Export activity 10.0 (-17.3) 200 133 100 (+4.00 350 (+168) 250 (+98) -225 (-42.2)
Import activity 15.0 (02 250 144) 00 (-29) 250 -23) 350 (+19.8) -200 (-26.1)
Private Consumption 100 -11.2) 400 (-24) 150 (+120) 250 (-23 100 (+39 75 (-15.2)
Private Investment 10.0 (-17.3) 400 +97 100 (+0.9 100 (-11.2) 300 +17.9) -5.0 (-24.8)
Gowvt. Consumption 55.0 (+12.6) 300 (+11.8 100 (+70) 00 -182) 50 -13.2) 650 (+40.8)
Debt Domestic 450 *+177) 500  (+197) 5.0 71 00 “121) 00 -182) 700 (+51.8)
Debt Foreign 300 (+23.7) 200 113  35.0 -24) 150 +25 00 (125 325  (+29.3)
Employment rate 10.0 (-17.3) 150 -15.3) 150 {-01) 250 (+68) 350 +25.9) -30.0 (-54.3)
Growth rate of new car registrations 10.0 (-11.2) 300 (-33 200 (+78 200 -12) 200 +79 -50 (-20.2)
Total share of world trade 15.0 (92 200 -164) 150 (+59) 400 (+158) 100 (+39) -50 (282
Exchange rates 3 months 1 year

Yuan / US-Dollar 7.02(7.11) TN{7.22)

Yuan / Euro 7.92(7.83) 7.97(7.93)

Sectors (1Y) increase slightly increase not change  slightly decrease decrease balance
Retail banking 15.0 (+07) 350 (+2.9) 5.0 (-16.4) 350 (+17.1) 100 (-43) 50 (-2.1)
Investment banking 350 (+207) 200 14 150 (-29) 200 -167) 100 07 250 (+28.6)
Insurance 250  (+00) 250 -71) 300 (#1210 100 07 100 43 225 (+11)
Automotive 10.0 (-10.0) 300 -10.0y 200 (+10.0y 250 {(+83) 150 (+1.7) -25 (-20.9)
Chemical / Pharmaceutical 250 (+11.7y 300 (-33 300 (+66) 100 {-10.0) 5.0 (-5.0) 300 (+20.0)
Machinery / Engineering 350 +183) 150 -83 300 +67 100 -100) 100 (-67) 275  (+25.8)
Electronics 300 +12.1) 200 19.3) 300 (+122) 150 -100) 50 (+50) 275 (+24)
Retail and commerce 10.0 (29 500 *+81) 150 (-4.3) 200 (+08) 50 15 200 (+23)
Construction 300 +19.7) 350 +40 250 27 50 -88 50 (-122) 400  (+38.3)
Energy 15.0 (+12) 450 (4209 200 1.1 100 72 100 -38 225 (+19.0)
Information Technology 300 (+10.0) 550 (+25.00 10.0 (-10.0y 5.0 {-18.3) 0.0 (-6.7y 550 (+38.3)
Senvices 200 (+3.3) 250 (-83 250 (+11.7y 150 (-15.0) 150 (+8.3) 100 1.7
Economic expectation (1Y) improve slightly improve not change slightly worsen worsen balance
Beijing 5.3 -11.9) 421 (+145) 157 -85 211 -99 158 +158) 00  (-165)
Shanghai 211 +108) 526 (4218 105 138 158 -152) 00 (-34) 395 (4328
Hong Keng 53 (-85 263 (-13) 21.0 (+176) 263 -181) 2141 (+7.3) -158 (-89
Guangzhou 158 (+15 421 (+207) 263 -23 53 -268) 105 (+69) 237  (+18.3)
Shenzhen 263 +120) 263 -58 158 21 211 -1.0) 105 (+69) 184 (+7.7
Tianjin 53 (-23.3) 3186 (+13.7) 157 (+14) 263 -58) 211 (+14.0) -132 (-27.6)
Chongging 214 (-75) 158 (+15 157 -92) 318 (+3.0) 158 (+122) -286 (-20.5)
Real estate price expectation (1Y) slightly increase decrease

Beijing 10.0 (+31) 250 (+4.3) 400 (+20) 250 (+0.9 00 -10.3) 100  (+15.1)
Shanghai 10.0 (+3.1) 400 (+228) 25.0 -19.9) 250 (+43) 00 -10.3) 175 (+22.7)
Hong Kong 50 57 300 (#1219 00 (250) 450 +129) 200 +57) -225 (-118)
Guangzhou 5.0 (-53) 300 (+19.7) 300 (-184) 250 {(+43) 100 (-0.3) -25 27
Shenzhen 5.0 (-53) 450 (+27.8) 5.0 -26.1) 350 +74) 100 38 00 (+87
Tianjin 0.0 1720 100 -38 350 -3.0) 500 +259) 50 19 -250  (-30.2
Chongging 0.0 (-13.8) 200 (+28 350 {-3.00 400 (+19.3) 50 (-53) -150 (-16.8)
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