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Results of the July survey in detail

Expectations for Chinese Economy
Improve Slightly, Economic Outlook
Remains Subdued

CEP Indicator Rises to a New Reading of Minus
0.1 Points

In the most recent survey for July (3 — 18 July 2019), the expectations
regarding the Chinese economy have increased by 7.7 points. With a cur-
rent reading of minus 0.1 points (June 2019: minus 7.8 points), the CEP
Indicator, which reflects the expectations of international financial mar-
ket experts regarding China’s macroeconomic development over the
coming twelve months, remains, however, in negative territory.

The CEP indicator has been below its long-term average of 1.6 points since
March 2018 and has been experiencing an almost uninterrupted series of
negative readings since April 2018.
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Given the recently published growth rate of 6.2 per cent for the second
quarter of 2019, which is — at least in Chinese terms — relatively low, the
experts expect China’s economic growth to slow down even further com-
pared to the status quo. In accordance with these unexpectedly weak
growth rates, the assessment of the current economic situation has
dropped by 5.4 points, and now stands at minus 15.0 points.

figure 1: CEP IndicatorJuly 2019
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Some of the point forecasts for real gross domestic product (GDP) growth
have seen significant downward adjustments. For the third and fourth quar-
ter of 2019, the survey participants expect annual growth rates of 6.0 per
cent, respectively. In the previous month, the predicted growth rates were
6.3 per cent (Q3) and 6.2 per cent (Q4).
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Forthe whole of 2019, the experts forecast a growth rate of 6.1 per cent (last
month’s forecast: 6.2 per cent) The forecasts for GDP growth are therefore
moving towards the lower end of the politically desired target range of 6.0
to 6.5 per cent. The GDP forecasts for 2020 fell by 0.1 percentage points
compared to the previous month, and now stand at a current reading of 5.9
per cent.

Trade war puts China's domestic economy under

pressure

What is particularly worrying about the results of this current survey is that
the negative sentiment seems to have an impact on the economic drivers —
private consumption and private investment — which have been relatively
stable in the past. The expectations for these two drivers are experiencing
a significant decline,” says Dr. Michael Schroder, senior researcherin the
Research Department “International Finance and Financial Management”
at the ZEW — Leibniz Centre for European Economic Research and project
leader of the CEP survey.

What is more, the indicators for the retail trade and services sector have
recorded a significant decrease of more than 20 points, respectively. Both
indicators are now clearly in negative territory (retail trade: minus 18.2 per
cent; services: minus 13.7 per cent. “The negative effects on Chinese ex-
ports stemming from the trade war between the USA and China now also
seem to have an impact on the domestic economy,” concludes Schroder.
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ZEW/Fudan China Econemic Panel: Results July 2019

Current economic situation very good good normal bad very bad balance
China 0.0 (+-00) 100 (-54) 500 (+-00) 400 (+54) 00 (+-00) 150 (-54)
Eurozone 34 (+34) 103 -27) 588 -108) 244 +67) 34 (+34) 69  (-47)
USA 3.6 (+3.6) 286 (+25) 489 110 179 (+49) 0.0 (+~00) 9.0 (+24)
Economic expectation (1Y) improve slightly improve not change slightly worsen worsen balan
China (CEP-ndicator) 34 -04) 310 (+41) 277 +07) 37 +33 00 -77) 01  (+1.0)
GDP (growth rate) in % 2019Q3 2019Q4 2019 2020

China 6.0 6.0 6.1 59

Eurozone 14 14 13 14

USA 30 29 29 28

Inflation (CP1) in % 3 months 1 year

China 25(2.5) 27(26)

Eurozone 1.4(14) 15(14)

UsA 1.7(2.0) 17(2.1)

Wage Inflation in % 3 months 1 year

China 7.0(7.8) 70(7.3)

Eurozone 24(24) 24(24)

UsA 40Q3.7) 39(37)

SHIBOR (3 months) 24(29) 24(27)

One-year deposit rate 1.3(1.5) 1.2(14)

One-year lending rate 4.2(4.3) 4.1(4.2)

SSE Composite Index 3.022(2.816) 3.107(2.936)

Hang Seng Index 28.289(26.464) 28.621(26.049)

Growth Enterprise Market Index (SZ) 1.587 (1.549) 1.603{1.577)

WTI Crude Qil (US-Dollar) 59 (58) 61(58)

Monetary aggregate M2 (6 M) increase slightly increase  not change  slightly decrease decrease balance
China M2 growth rate 8.3 (+38) 208 -65 292 +65) 4.7 +53) 00 (-9.1) 22  (+7.0)
Specific indicators China {1 Y) increase slightly increase not change slightly decrease decrease balance
Foreign exchange reserves 0.0 (-43) 333 (+7.2) 167 (-51) 500 (+109) 0.0 (-87) -84 (+25)
FDI outfiow (out of China) 83 (+40) 250 98 167 (-268) 458 (+284) 42 (+42) 63  (-19.3)
FDlinflow {inte China}) 125 (+38) 208 (-09) 250 -1.1) 375 (+2.7) 4.2 (-4.5) -01 (+6.5)
Export activity 0.0 -43) 280 (-68) 360 (+316) 200 (-365) 16.0 (+16.0) 120  (-54)
Import activity 8.0 (-0.7) 160 (-144) 8.0 -94) 520 (+17.2) 160 (+73) 260 (-23.8)
Private Consumption 0.0 -43) 360 (+12) 200 (-149) 360 (+143) 80 (+37) 80  (-146)
Private Investment 42 (-83) 250 (-42) 333 (+84) 333 (+41) 42  (+-00) 42 (125
Govt. Consumpticn 240 (+11.5) 24.0 (-218) 8.0 (-46) 320 (+11.2) 120 +37) 80 (-87)
Debt Domestic 12.0 (+78 320 (-222) 16.0 -06) 280 +113) 120 (+37) 20 (127
Debt Foreign 00  (+-00) 240 -93) 440 -60) 240 +73 80 (+80) -80  (-163)
Employment rate 42 (-4.5) 167 (+3.7) 458 (+19.7) 250 (-18.5) 83 (-04) -83 (+7.0)
Growth rate of new car registrations 0.0 (-42) 375 (+20.8) 20.8 (-124) 29.2 (-125)y 125 (+8.3) -84 (+4.1)
Total share of world trade 8.1 (-34) 182 -1.00 182 (-15.1) 545 (+205) 00 (+-00) -81 23.7)
Exchange rates 3 months 1 year

“Yuan /US-Dollar 6.65(6.91) 6.72(6.99)

Yuan / Euro 7.66(7.78) 7.75(7.83)

Retail banking 45 -46) 182 -a1) 182 -90) 500 (+136) 9.1 (+9.1) 205  (-25.1)
Investment banking 4.5 (-4.6) 1386 (+-00) 27.3 (-18.2) 455 (+18.2) a1 (+4.6) -206 (-18.3)
Insurance 45 a1 273 (+9.1) 137 -9.1) 409 (+-00) 136 +9.1) -158  (-13.6)
Automotive 43 -93) 348 (+12.1) 218 -1.0) 2641 103) 130 (+85) -44 (-87)
Chemical / Pharmaceutical 45 (-4.6) 182 (-45) 228 (-45) 545 (+18.1) 0.0 (-45) -137 (-114)
Machinery / Engineering 45 (+45) 273 (+9.1) 46 (-31.8) 591 (+182) 45  (+-00) -158 (+-00)
Electronics 174 (+120) 174 144) 174 19.1) 48 (+12.1) 130 (+85) 43 (-89
Retail and commerce 0.0 -43) 227 -77) 319 +14) 318 -30) 1386 (+136) -182  (-20.3)
Construction 13.6 (+9.1) 182 (+-00) 182 -136) 409 +45 91 (+-00) -69 (+6.8)
Energy 9.1 (-04y 227 (+13.2) 227 (-208) 273 (+83) 182 (+87) -114 (- 6.5)
Information Technology 13.6 (-46) 318 (+-0.0) 9.1 (-136) 273 (+9.1) 182 (+9.1) -24 (-18.3)
Services 8.1 a1 227 -48) 91 (-13.6) 500 (+227) 941 (+46) 137  (274)
Economic expectation (1 Y) improve slightly improve  not change  slightly worsen worsen balance
Beijing 0.0 (-4.3) 304 (+-0.0) 305 (-13.1) 348 (+13.1) 43 (+43) -65 (-15.2)
Shanghai 0.0 -43) 2641 (-43) M8 -88) 2641 (+44) 130 (+13.0) 130 21.7)
Hong Kong 87 (+-00) 174 -87) 218 (-86) 478 (+130) 43 (+43) -108 (-15.2)
Guangzhou 43  (+-00) 261 +£00) 261 -44) 8 -43) 87 (+87) 88  (-68)
Shenzhen 43 (+43) 217 ~10.1) 218 (-148) 435 (+162) 87 (+42) 163  (-13.0)
Tianjin 87 (+4.4) 304 -44) 175 -86) 304 -44) 130 (+13.0) 43 (-86)
Chongging 8.7 (+-00) 261 (+-00) 21.7 175 261 (+44) 174 (+13.1) -87 (-15.3)
Real estate price expectation (1Y) increase slightly increase  not change  slightly decrease decrease balance
Beijing 48 (+05 333 (+7.2) 34 10.1) 19.0 -71) 95 +95) 25 -18)
Shanghai 45 -42) 318 (+57) 319 72y 227 -34) 91 +9.1) 04 (-88)
Hong Kong 95 (+04) 238 (-35 239 (+57) 333 (-7.6) 95 (+5.0) -48 (- 28)
Guangzhou 45 (+45) 1386 (-38) 501 21 213 +12) 45 (+0.2) -69 (+1.8)
Shenzhen 45 (+02) 227 34 2713 32 364 +16) 91 +48) -15 (-71)
Tianjn 13.6 (+13.6) 18.2 (-122) 455 -67) 182 (+08) 45 +45) 91 (+2.8)
Chongging 18.2 (+18.2) 182 -79) 409 -69) 182 -79) 45 (+45) 137  (+13.7)

Note: 30 analysts paricipated in the July survey, which was conducted during the peried 7/3-7/18/2019. The analysts were asked about their expectations for the respective time horizons (Y = year,
M = month). Numbers displayed are perceniages in case of direclional forecasls (change compared to previous survey in parentheses) and numerical values in case of poini forecasis (results of
previous survey in parentheses). Balances refer to the weighted distributions from positive and negative assessments.



