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Results of the October survey in detail

Economic Expectations for China Rise,
but Uncertainty Remains

In the most recent survey for October (02/10/2018-17/10/2018), expec-
tations regarding the Chinese economy rose again. The CEP Indicator,
which reflects the expectations of international financial market experts
regarding China’s macroeconomic development over the coming twelve
months, has climbed 14 points to a current reading of minus 2.0 points
(September 2018: minus 16.0 points).

The indicator thus still remains well below the long-term average of 3.9
points. Falling 5.7 points to a level of minus 3.9 points, the assessment of
the current economic situation in China was more negative than the previ-

ous month.
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“Although the CEP indicator rose in October, it still remains on a relatively
low level. Also, with the economic situation being assessed more nega-
tively, this suggests a less favourable outlook for China’s economic growth
over the next twelve months,” says Dr. Michael Schréder, senior researcher
in the ZEW Research Department “International Finance and Financial Man-
agement” and project leader of the CEP survey.

figure 1: CEP Indicator October 2018
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Balance of the symmetrically weighted positive and negative assessments regarding the macroeconomic environment in China in
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The latest economic figures from the National Bureau of Statistics of China
show that real GDP growth fell slightly —to 6.5 percent —in the third quarter
compared with the previous year.
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In the near future, the participants of the CEP survey expect to see a further
slowdown in real GDP growth, with the predicted growth rates for the first
quarter of 2019 being 6.4 per cent, and for the whole of 2019 even as low
as 6.3 per cent.

Trade dispute with the US evident in import expecta-
tions

Although China’s exports have been assessed more favourably compared
to September, at minus 4.2 points, the corresponding indicator still re-
mains in negative territory. The expectations for China’s share of world
trade have decreased by 11.9 points to a level of 0.1 points. The negative
effects of the trade dispute with the US are particularly evident in import
expectations, with the corresponding indicatorfalling 22.9 points to a read-
ing of minus 20.9 points. This is based on the forecast that there will be a
reduced demand by companies and private households for foreign goods
as a result of customs-related price increases.

“This relatively high volatility of the CEP indicator as well as of expectations
regarding other economic factors shows that sensitivity is high with respect
to developments in the trade dispute with the US. Since positions in the
trading dispute are highly changeable, expectations have become more
volatile, which in turn reflects the current uncertainty among experts,” ex-
plains Michael Schroder.
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ZEW/Fudan China Economic Panel: Results October 2018
Current economic situation very good good normal very bad balance
China 00 (+-00) 192 (+13) 538 (-13.9) 269 (+126) 00 (+-00) -38 (-57)
Eurozone 0.0 {(+-00) 200 (+08 760 (+6.7) 4.0 -7.5) 0.0 +-00 80 (+4.1)
USA 4.0 (-37 320 (103 240 (+86 320 {+5.1) 8.0 (+03) -4.0 1.7
Economic expectation (1Y) improve slightly improve not change slightly worsen
China (CEP-Indicator) 8.0 (+44) 280 (+6.6 240 (+25) 320 (-14.4) 8.0 (+09 -20 (+14.0)
China 6.5 6.4 6.5 6.3
Eurozone 22 21 22 22
USA 26 26 26 26
Inflation (CP1) in % 3 months 1 year
China 24(2.3) 25(24)
Eurozone 16(18) 17019
USA 25(28) 2728
China 78(7.9) 76(7.8)
Eurozone 18(1.8 17018
USA 30(29 3030
Interest rates 3 months 1 year
SHIBOR (3 months) 28(29) 28(29)
One-year deposit rate 15(15 15015
One-year lending rate 44(43) 4444
SSE Composite Index 2738(2712) 2.875(2.837)
Hang Seng Index 26,539(27.007) 27.507 (27.853)
Growth Enterprise Market Index (S2) 1.384(1.435) 1462 (1.462)
WTI Crude Oil (US-Dollar) 78(70) 81(71)
China M2 growth rate 0.0 (-83 348 -27) 174 (+4.9 304 +12) 174 +49) -152 (152
Specific indicators China (1Y) increase slightly increase  not change  slightly decrease decrease balance
Foreign exchange reserves 8.3 (+4.3) 333 (+53 168 (+08) 333 (-10.7) 8.3 (+0.3) 00 (+12.0)
FDI outflow (out of China) 83 (+83) 333 67 292 +52 250 30 42 -38 83 (+103)
FDlinflow {into China) 42 -38 202 (+52) 250 +11.0) 333 (+53) 83 (+43 62 (82
Export activity 125 +85 250 (-7.00 125 (-35 417 +57) 83 -37) -42 (+58)
Import activity 0.0 (-40 333 (-67) 167 (-7.3 250 (+50) 250 (+13.00 -20.9 -22.9
Private Consumption 0.0 (+-00y 375 (+15 250 (-15.0) 333 (+17.3) 4.2 (-38 -21 (-4.1)
Private Investment 167 (+127) 458 +178) 125 (-15.5 208 -7.2) 4.2 (-7.8) 250 (+33.0)
Gowt. Consumption 83 1.7 #7 {+13.7) 4.1 1.8 167 (-3.3) 292 (+13.2) -84 (-16.4)
Debt Domestic 42 -83 333 125 250  (+208 208 42 167 (+42) -83  (167)
Debt Foreign 43 (+-00) 261 (26.1) 523  (+262 130 (-44) 43 (+43 866  (151)
Employment rate 42 (+42) 208 125 583  (+124) 167 +84) 00 125) 63  (+63)
Growth rate of new car registrations 0.0 (-400 375 (+175 208 (-232) 417 (+9.7) 0.0 (+-00 -21 (- 0.1)
Total share of world trade 4.2 (-38 292 -28 291 -89 375 (+13.5) 0.0 +-00 01 -11.9)
Exchange rates 3 months year
Yuan / US-Dollar 6.94(6.87) 7.08(6.93)
Yuan / Euro 8.02(7.93) 8.11 (8.06)
Sectors (1Y) increase slightly increase  not change  slightly decrease decrease balance
Retail banking 00 -87) 304 +13.0) 174 (-43) 435 -87 87 +87) -153 (-66)
Investment banking 87 -43 391 +43) 261 (+87) 261 87 00 (+-00) 152 (+22)
Insurance 00 87 M8 (+44) 130 (-45 435 (+44) 87 +44) 131  (13.1)
Automotive 0.0 (-83) 435 (+185 217 (+08 261 -11.4) 87 +04) 00 (+6.3)
Chemical / Pharmaceutical 0.0 (+-00) 391 (+14.1) 281 -72 281 114 87 {(+45 -22 (+83)
Machinery / Engineering 4.3 (-40) 348 (+18.1) 262 +12y 217 (-24.1) 13.0 (+88 -22 (+83)
Electronics 4.3 -37 281 (+10.1) 175 (-85 478 (-0.2) 4.3 {(+0.3) -109 (+1.1)
Retail and commerce 0.0 (+-00) 41.7 (+137) 249 (-19.1) 282 (+5.2) 4.2 (+02 21 (+4.1)
Construction 00 42 391 +16 218 (+93) 2107 168 174 +9.1) 87  (-48
Energy 00 -43) 304 +43 218 -13.0) 264 +87 217 (+43) -186 (-108)
Information Technology 130 (+-00) 304 -44) 44 (43 435  (H174) 87 -87) -23 (22
Services 8.7 (-43) 348 (+-00) 134 (-4.3 304 (+4.3) 130 (+4.3) -21 (-10.8)
Economic expectation (1Y) improve slightly improve  not change slightly worsen worsen balance
Beijing 13.0 +87) 304 +43 392 (+44) 174 174 00 (+-00) 195 (+195
Shanghai 87  (+-00) 391 +174) 262 (-43 217 “174) 43 +43) 131 (+131)
Hong Kong 43 (+-00) 435 (+305) 261 (-44) 261 261y 00 (+- 00 130 (+28.3)
Guangzhou 9.1 -126) 273 (+56 227 (+52) 364 +18 45 +02 01 -108)
Shenzhen 91 -17.00 273 -3.1 227 (+52 227 +10) 182 (+13.9) -68 (-33.0)
Tianjin 182 +08 273 (+9.9 364 (+18 136 {-12.5) 4.5 (+02) 206 (+11.8)
Chongging 136 -81) 273 (+56) 318 +13) 182 -79 91 +91) 8 10.4)
Real estate price expectation (1Y) slightly increase  not change  slightly decrease decrease
Beijing 136 {(+53 591 (+174) 137 (+54) 1386 {-23.9) 0.0 (-42) 384 (+30.2)
Shanghai 13.0 {(+47) 565 (+148) 131 (+08 174 {-15.9) 0.0 (-4.2) 328 (+24.3)
Hong Kong 13.0 +47 3941 +99) 262 (+95 217 241) 00 (+-00) 2107 (217
Guangzhou 136 (+53) 364 (+3.1) 38 (+67) 182 (-6.8) 0.0 (-83) 227 (+18.5)
Shenzhen a1 (+49 409 08 38 (+11.1) 182 10 00 -42) 205 (+142)
Tianjin 227 (+18.5) 364 +31) 273 (143 138 31 00 -42) 341  (+258)
Chongaing 136 (+5.3) 409 +34 38 98 136 +53 00 42 273 (+86)
Note 26 analysts participated in the Octaber sun h was conducted during the period 10/2-10/17/2018. The analysts v ked about their expsctations for the respect me horzens (Y =
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