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Results of the September survey in detail

Economic Expectations for China
Continue to Fall

CEP Indicator Falls to a New Reading of Minus
17.7 Points

In the most recent survey for September (4 — 18 September 2019), the
expectations regarding the Chinese economy fell for the second time in
a row, with the indicator dropping by 12.8 points. In the previous month,
expectations had worsened by 4.8 points. The CEP Indicator, which re-
flects the expectations of international financial market experts regard-
ing China’s macroeconomic development over the coming twelve
months, is currently at minus 17.7 points (August 2019: minus 4.9
points).

The CEP indicator has been below its long-term average of 1.3 points since
March 2018 and has been experiencing an almost uninterrupted series of
negative readings since April 2018.
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Currently almost 55 per cent of the participants expect a (slight) deteriora-
tion of the economy over the next twelve months, while only 19.4 per cent
expect a (slight) improvement.

figure 1: CEP Indicator September 2019
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The point forecasts for real gross domestic product (GDP) growth remain at
6.1 per cent for 2019; for 2020, however, they fall to 5.8 per cent (previ-
ously: 5.9 per cent).
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The assessment of the current economic situation has risen by 3.2 points,
and now stands at minus 9.7 points. Around 45 per cent of survey partici-
pants rate the current situation as normal, 32.3 per cent as poor and 19.4
per cent as good.

Assessment of Hong Kong's future economic

development still positive

The relatively pessimistic assessment of the development of the Chinese
economy is also reflected in the forecasts for the most important industrial
regions, with the expectation indicators for Guangzhou, Shenzhen, Tianjin
and Chongging having dropped to double-digit negative levels. The survey
participants therefore expect the economic situation in these regions to de-
teriorate significantly over the next twelve months. “Surprisingly, despite
the ongoing unrest, participants still assess the future economic develop-
ment of Hong Kong as relatively positive with an indicator value of minus
3.9 points. Many experts expect a speedy recovery of the economy once the
protests have ended,” says Dr. Michael Schrdoder, senior researcher in the
Research Department “International Finance and Financial Management”
at the ZEW — Leibniz Centre for European Economic Research and project
leader of the CEP survey.

About a month ago, the Chinese yuan experienced a devaluation against
the US dollar, which came as a surprise to many observers. As predicted by
the experts, this devaluation has continued. It is also expected that the
yuan will continue to depreciate from the current exchange rate level
(around 7.09 CNY/USD). Over the next three months the exchange rate is
expected to be 7.16 CNY/USD, in one year 7.26 CNY/USD. This is likely to
ease China’s export burden, but could also contribute to a deepening of the
trade conflict with the United States.
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Current economic situation very good good normal bad very bad balance
China 0.0 +-00) 194 (-32) 451 (+16.1) 323 161) 32 +3.2) -87 +32)
Eurozone 34 (+34) 241 (+93) 518 -38 207 -52 00 37 51  (+144)
USA 0.0 (+-00) 207 (+96) 793 (+5.2) 00 (-74) 0.0 (-74) 104 {+16.0)
Economic expectation (1Y) improve slightly improve  not change slightly worsen Worse

China (CEP-Indicator) 0.0 (-65 194 (-96) 258 (+65) 548 (+16.1) 0.0 (-65) -17.7 (-12.8)
GDP (growth rate) in % 2019Q3 2019Q4 2019 2020

China 6.1 6.0 6.1 58

Eurozone 13 13 13 13

USA 21 21 22 20

Inflation (CP1) in % 3 months 1 year

China 28(27) 29(2.9)

Eurozone 14(14) 1.4(15)

UsA 19(18) 1.9(1.8)

Wage Inflation in % 3 months 1 year

China 71(7.0) 6.9(6.8)

Eurozone 24(25) 24(25)

UsA 43(46) 42(45)

SHIBOR (3 months) 3.0(26) 29(25)

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

One-year lending rate 4.3(4.2) 4.2(4.0)

SSE Composite Index 2.991(2.758) 3.160(2.747)

Hang Seng Index 26.204 (25.915) 26.462(25.819)

Growth Enterprise Market Index (SZ) 1.714(1.521) 1.793(1.496)

WTI Crude Oil (US-Dollar) 57(55) 57(57)

Monetary aggregate M2 (6 M) increase slightly increase  not change  slightly decrease decrease balance
China M2 growth rate 0.0 (-3.8) 357 (+49) 179 (-52) 393 (+8.5) 71 (-44) -89 -1.2)
Specific indicators China {1 Y) increase slightly increase not change slightly decrease decrease balance
Foreign exchange reserves 0.0 (-11.5 207 (+15) 242 (+125) 517 (-2.1) 34 (-04) -1889 (-93)
FDI outfiow (out of China) 36 -41) 179 (-129) 392  (+315) 250 -173) 143 (+28) 143  (-47)
FDlinflow {into China) 0.0 7.7y 250 +19 214 -16 393 +85) 143 (-1.1) 2.5  {99)
Export activity 6.7 -04) 300 (+14) 167 (+24) 333 +12) 133 (-4.6) -83 (+4.3)
Import activity 6.7 -04) 333 60 167 +60) 333 +4.7) 100 (-4.3) -33 -14)
Private Consumption 00 (+-00) 379 (-85 207 -79) 276 (+62) 138  (+102) -B7  (-178)
Private Investment 0.0 (-74) 233 (-26) 400  (+103) 267 (-66) 100 (+63) -11.7  (11.7)
Govt. Consumpticn 200 (+9.3) 300 (-16.4) 6.7 -4.1) 300 +86) 133 +26) 6.7 (-58)
Debt Domestic 67 (-44) 500 (+167) 66 -157) 200 +15 167 +19) 50 (+13)
Debt Foreign 00 (+-00) 345 +37 30 -151) 276 +45 69 (+69) -35 -74)
Employment rate 34 (-4.0) 2441 (-55) 484 +76) 172 (+6.1) 6.9 (-4.2) 00 (- 5.6)
Growth rate of new car registrations 71 (+34) 179 -80) 214 (-46) 393 (-5.1) 143 (+14.3) -179 {-12.3)
Total share of world trade 3.6 -oh) 321 86 215 (+103) 37 -87 741 *+7.1) -53 -72)
Exchange rates 3 months 1 year

“Yuan /US-Dollar 716{7.07) 7.26(7.14)

Yuan / Euro 7.85(7.85) 7.93(7.90)

Sectors {1 Y) increase slightly increase  not change  slightly decrease decrease balance
Retail banking 38 -04) 154 (-138) 385  (+26.1) 385 115 38 -04) -116 12
Investment banking 0.0 (-83) 154 (-13.8) 423 (+34.0) 385 (-11.5) 38 (-04) -154 (-9.1)
Insurance 1.5 (+32) 15 1.0 232 (-143) 423 (+48) 115 +7.3) -154 -7.0)
Autom otive 741 -09) 250 70 179 61 393 (+113) 107 +27) 108  (-128)
Chemical / Pharmaceutical 37 (-05) 185 (-65) 260 (+94) 444 (-5.6) 74 (+3.2) 167 (-4.2)
Machinery / Engineering 74 (+34) 148 92 74 (-166) 593  (+233) 111 (-09) -260 (-12.0)
Electronics 7.1 -06 214 -13.2) 286 (+94) 286 -22) 143 +66) -108 (-12.7)
Retail and commerce 71 -06) 286 -22) 250 19 178 -167) 214 (+17.6) -90 (-11.0)
Construction 10.7 +67) 250 -110) 108 -21.2) 464 +264) 7A (-09) -71 -11.1)
Energy 37 (-03) 185 (-<175) 371 (+9.1) 296 +96) 111 (-09) -13.0 (-13.0)
Information Technology 17.9 (+9.9) 214 (-226) 107 +27) 321 +41) 179 (+59) -54 (-94)
Services 1.1 (+3.1) 296 (+16 1.2 (-88) 296 (-24) 185 +65) -74 -14)
Economic expectation (1 Y) improve slightly improve  not change  slightly worsen worsen balance
Beijing 0.0 (-40) 185 (-15 482 (+122) 333 -27) 00 (-40) -74 (+06)
Shanghai 7.4 (+34) 141 (-49) 445 (+125) 333 107 37 (-03) 74 (+6.6)
Hong Kong 154 (-126) 231 +7.1) 76 -04) 462 +222) 77 (-16.3) -39 (-39)
Guangzhou 00 (+-000 115 (17.7) 385 (+219) M6 154) 154 (+11.2) 270 (-124)
Shenzhen a8 -04) 269 +19 16 -92) 385 +10) 192 +67) 212 (-66)
Tianjin 38 -87 154 -54) 346 +12) 385 +*52 77 +77) -155 (-218)
Chongging 38 (+38) 192 (-14.1) 309 (+10.1) 346 (+54) 115 (-5.2) -154 (-0.7)
Real estate price expectation (1Y) increase slightly increase  not change  slightly decrease decrease balance
Beijing 37 (+37) 370 -30) 408 (+168) 148 132y a7 -43) 1.1 (+13.1)
Shanghai 74 (+74) 333 -10.7) 408 (+248) 148 172y 37 (-43) 130 (+15.0)
Hong Kong 38 (-16.2) 308 (+10.8) 231 (-09) 385 (+14.5) 38 (-8.2) -39 (-9.9)
Guangzhou 0.0 (+-00) 154 (-138) 577 (+244) 231 (-10.2) 38 (-04) -7.7 (-14)
Shenzhen 7.7 (+35 115 (-135) 501 (+25.1) 269 -106) 38 (-45) -38 (+6.6)
Tianjn 1.7 06 192 -100) 462 (+45 231 (+23) 38 +38) 20 10.5)
Chongging 38 (+38) 192 ~100) 424 (+49) 308 (+58 38 (-45) -58  (+04)

Note: 31 analysts participated in the September survey, which was conducted during the period 9/4-9/18/2019. The analysis were asked about their expectations for the respective time horizons (Y =
year, M = month). Numbers displayed are percentages in case of direclional forecasts (change compared to previous survey in parentheses) and numerical values in case of point forecasts (resulls
of previous survey in parentheses). Balances refer to the weighted distributions from positive and negative assessments.



