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Results of the April survey in detail

Expectations for Chinese Economy
Recovering

CEP Indicator Has Risen to a New Reading of
Minus 11.9 Points

According to the most recent survey for April (3 — 17 April 2019), the eco-
nomic outlook for China has improved again. The CEP Indicator, which
is based on the China Economic Panel and reflects the expectations of
international financial market experts regarding China’s macroeco-
nomic development over the coming twelve months, is currently at mi-
nus 11.9 points, 13.1 points higher compared to the March survey.

Despite this improvement, the indicator remains below its long-term aver-
age of 1.8 points and has been doing so for 13 months now. The assessment
of the current economic situation has also improved, leaving the index at a
level of minus 7.2 points, 6.7 points higher than in the previous month.
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“The rise in the CEP indicator shows that the economic policy plans and
measures of the Chinese government (reducing the VAT, lowering the min-
imum reserve ratio, etc.) have led the experts to expect only a moderate
decline in economic growth,“ says Dr. Michael Schréder, senior researcher
in the Research Department “International Finance and Financial Manage-
ment” at the ZEW — Leibniz Centre for European Economic Research and
project leader of the CEP survey.

figure 1: CEP Indicator April 2019
° EE F' China Economic Panel — April” 2019
30
20

10

v ats
10

=20

=30

-&0

Sep et MWov Dec Jan Feb Mar Apr May Jun  Jul Awg Sep Oct Nov Dec Jan Feb Mar Apr
2017 2017 2017 2017 2018 2018 20418 2018 2018 2018 2018 2018 X01E X018 2018 2018 2019 2019 2019 1019

Balance of the symmetrically weighted positive and negative assessments regarding the macroeconamic ervirenment in China in
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With growth expectations of 6.1 per cent forthe current year (0.1 percentage
points lower than in the March survey), the point forecasts for the Chinese
real gross domestic product have dropped to the lower end of the target
range of 6 to 6.5 per cent.
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The forecast for 2020 remains unchanged at 6.0 per cent. However, the ex-
perts were slightly too pessimistic in their expectations for the first quarter
of 2019. Forecasts for real GDP growth in the first quarter were 0.2 percent-
age points below the actual growth rate of 6.4 per cent. It is therefore pos-
sible that the point forecast for 2019 could be slightly revised upwards in
the next survey.

Assessment regarding the development of Chinese
exports deteriorates

Despite the government’s support measures, the survey participants ex-
pect private consumption and private investment to slow, with both indica-
tors being currently in negative territory. The assessment regarding the de-
velopment of Chinese exports has also deteriorated further, with the corre-
sponding sub-indicator dropping 6.8 points to a new level of minus 13.1
points. “Apparently, the experts have no confidence that a new trade agree-
ment between China and the USA will quickly show positive effects,” says
Michael Schréder.

According to the experts, the measures to stimulate the economy are likely
to have a significant effect on government consumption as well as on do-
mestic and foreign debt, with all three expectation indicators rising
sharply.

Overall, China’s economic development in the coming months is still con-
sidered to be rather fragile. The expected impact of weaker growth on em-
ployment (drop in expectations by 33.4 points from zero points) has be-
come stronger than previously thought, highlighting the urgent need for a
successful economic policy in China.
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ZEW/Fudan China Economic Pan esults April 2019
China 0.0 (+-0.0) 143 (+87) 571 (-40) 286 -47 00 (+-00) -7.2 (+8.7)
Eurozone 00 (+-00) 200 +12 800 -87) 200 *+75 00 (+-00) 00 32
USA 00 (+-00) 350 25 550 (+175 100 “160) 00 (+-00 125 (+62
China (CEP-Indicator) 48 (+48 286 (+6.4) 94 (+38) 524 (-198) 48 (+4.8) -11.8  (+13.1)
China 6.2 62 6.1 6.0
Eurozone 13 14 14 14
USA 28 27 27 27
Inflation (CPI) in % 3 months 1 year
China 17(1.9) 17(22)
Eurozone 1.3(14) 14(14)
USA 1.7(18 1.9(1.9
China 77 75(6.8)
Eurozone 24(25) 24(24)
USA 36(37) 35(3.7)
Interest rates 3 months 1 year
SHIBOR (3 months) 28(28) 28(27)
One-year deposit rate 15(15) 1515
One-year lending rate 43(44) 4344
SSE Composite hdex 3.154(3.133) 3.238(3.192)
Hang Seng Index 29.642(28.718) 30.027 (29.500}
Growth Enterprise Market hdex (SZ) 1.764(1.723) 1.772(1.811)
WTI Crude Qil (US-Dollar} 63(57)
Monetary aggregate M2 (6 M) increase slightly increase  not change  slightly decrease decrease balance
China M2 growth rate 222 (+15.1) 444 (+15 223 (+09) 1.1 175 00 (+-0.0) 388 (+24.6)
Specific indicators China (1Y) increase slightly increase  not change  slightly decrease decrease
Foreign exchange reserves 0.0 (+-00) 278 (+145 1686 (-10.1) 500 (+10.0) 56 (-144) -16.7 (+16.7)
FDI outflow (out of China) 5.6 (+56) 444 (+44) 222 (-44) 167 100 111 (+44) B84 (+8.4)
FDlinfiow (into China) 5.9 (-08) 353 (+86) 176 (-23 294 (-106 118 (+5.1) -3.0 (+3.7)
Export activity 53 (-10) 3186 (+03) 105 (-18 368 -70) 158 (+95) -131 (- 6.8)
Import activity 5.3 (+53) 158 (-28.0) 262 (+20.1) 211 -102) 316 (+128) -280 (-164)
Private Consumption 53 -10) 263 (-11.2) 368 (+182) 211 -102) 105 (+4.2) -286 -57)
Private nvestment 5.3 100 211 (227 420 (+234) 211 -39 105 (+4.2) -52 (-14.6)
Gowt. Consumption 316 (+03) 474 (+100) 105 (+105) 105 (145 00 (-63) 501 (+18.9)
Debt Domestic 316 (+25.3) 474 (-18.1) 105 -19 105 -200 00 (-63) 501 (+25.1)
Debt Foreign 158 (+95) 368 -07) 474 (+37 00 125 00 (+-00) 342 (+154)
Employment rate 0.0 (-12.5) 586 (-69 388 (-49 389 (+139 167 (+104) -334  (-334)
Growth rate of new car registrations 0.0 (-87) 222 (+229 14 (-89 611 (+21.1) 58 (-7.7) -251 (- 85)
Total share of world trade 158 +15 158 128 420 (+206) 211 -75 53 18 79 +07)
Yuan / US-Dollar 6.80(6.76) 6.82(6.90)
Yuan / Euro 7.68(7.59) 7.76(7.69)
Sectors (1Y) increase slightly increase  not change  slightly decrease decrease balance
Retail banking 00 (+-00) 235 (+04) 471 (+164) 294 -168) 00 (++00) -30 (+88)
Investment banking 00 (-7.7) 353 (+122) 353 (+46) 294 -14 00 77 30 (+6.9)
Insurance 1.8 -36 353 +276 176 (208 353 32 00 (+-00 118 (+118)
Automotive 0.0 (-7.7) 235 -73 235 (+82) 471 (+86) 59 (-18 -17.7 (138
Chemical / Pharmaceutical 5.9 (+59) 176 (132 294 (+14.0) 412 (-126) 59 (+59) -118 (03
Machinery / Engineering 0.0 (-7.7) 235 73 412 (+182) 353 -32 00 (+-00) -59 (-9.8)
Electronics 0.0 (-14.3) 389 (+10.3 222 (-135 3889 (+175 00 (+-00) 00 -17.9)
Retail and commerce 56 -87) 278 (-08) 333 (+11.9) 333 -24 00 (+-00) 29 -79
Construction 1.8 (-36) 353 (+122) 1786 (+23) 294 (-168) 59 (+59) 89 (+5.0)
Energy 59 (-95) 471 (+86) 294 (+64) 1786 +22) 00 (-7.7) 207 (+1.4)
Information Technology 235 (+81) 471 (+0.9) 59 (-94) 235 +81) 00 (-77) 33 (#1122
Services 176 (+22) 412 (+18.1) 294 (+14.1) 118 (-344) 00 (+-0.0) 323  (+284)
Economic expectation (1Y) slightly improve slightly worsen balance
Beijing 56 (+56) 222 (+15.1) 500 (-143) 222 (-64) 00 (+-00) 56 (+16.4)
Shanghai 56 (+56) 333 (+19.0) 333 (3100 222 +08) 56 (+56) 56 (+92)
Hong Kong 56 (+56 111 (+4.0) 333 (+4.7) 444 (-189) 56 (+56) -167 (+119
Guangzhou 5.9 (+59 118 -25 203 (-278) 412 (+126) 1.8 (+11.8) -206  (-134)
Shenzhen 0.0 (+-00) 389 (+248) M4 (-38.9) 500 (+214) 00 (-71) -56 (+8.7)
Tianjin 56 (+56) 278 -08 277 (-223) 333 (+11.9) 56 (+56) -28 (- 6.4)
Chongging 0.0 (+-00) 389 (+103) 278 (-15.0) 222 -64 1.1 (+11.1) -28 (-28)
Real estate price expectation (1Y) slightly increase change decrease
Beijing (+40) 444 -58 223 (+80) 222 -64) 00 (+-00) 222 (+44)
Shanghai (+40) 389 11 11 -32 389 (+103) 00 (+-00) 11 67
Heng Kong (+207) 167 (-18.0) 443 (+15.7) 56 (-230) 56 (+56) 278 (+17.1)
Guangzhou (+#11.1) 333 -24) 278 (-151) 278 (+64) 00 (+-00) 138 (+6.7)
Shenzhen (+11.1) 389 -40 M4 (-10.3) 389 +32 00 (+-00) 111 (+7.5
Tianjin (+56) 333 (-96) 333 (+48) 278 -08 00 (+-00) 84 (+1.2)
Chongging (+56) 187 (-262) 554 (+126) 1867 (+24) 56 (+56) 00 (-14.3)
Mote 21 analysts participated in the April sury 5 the period 4/3-4/17/2019. The analysts were asked about their sxpectations for the respective time harizons (¥ = year,
M = month). Numbers di ved are percentages in case of direci s (change compared fo previous ey In parentheses) numerical values in case of point forecasts (results of
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