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China Economic Outlook for 2H2020: 

economic recovery on track 

In the wake of coronavirus outbreak, China’s economy faces massive 

economic shocks by disrupting global supply chain, shutting down 

industrial production and limiting day-to-day activities of people. 

China's GDP shrank by 6.8% for the first three months of the year, the 

first year-on-year contraction in decades, which reflected that the 

lockdown exacted significant pain on the economy. Although China 

began to kick-off the re-opening of the economy in 2Q2020, growth 

momentum of economic activities remained below the pre-crisis level.  

In order to further cushion the economic shocks and stimulate the 

growth of activities, China’s policy makers have launched sizable 

stimulus measures to provide relief to citizens and enterprises. The 

Central Government will increase spending, tax relief and subsidies 

for virus-hit sectors, which are especially vulnerable to job losses 

while the People’s Bank of China (PBOC) will maintain ample liquidity 

in the financial system to spur bank lending and relieve financial 

burden of enterprises. Heading into 2H2020, the acceleration in 

consumption and investment will promote more balanced growth in 

China’s GDP. Despite all the challenges, China will continue to 

strengthen the size of stimulus plans in an attempt to prevent the 

economy from losing growth momentum and cope with profound 

changes in the external environment, thus ensuring a more 

sustainable path of economic recovery. We are of the view that the 

forward-looking economic indicators point to a solid growth in 

domestic demand in 2H2020. China will cushion itself from the 

weakening external trade by relying more on domestic growth drivers. 

Economic activities are expected to rebound strongly in 2H2020 with 

year-to-year GDP growth at 5.0%.     

2H2020 growth relying on domestic demand. In an external 

environment that has become less favorable due to weak global 

economic recovery and escalating US-China trade tensions, China’s 

economy will need to rely increasingly on domestic demand to sustain 

growth recovery momentum. Although the global pick-up in economic 

activities lends support to the rebound of overseas demand for 

Chinese products, China’s policy makers are still cautious about the 
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new coronavirus cases and re-infections by taking gradual approach 

to resume work and consumption, which will limit cross-border 

economic activities. The outlook of China’s external trade remain 

bleak. In sum, the pick-up in domestic fixed asset investment 

including traditional infrastructure and‘New Economy’ infrastructure 

as well as  consumption will be the major drivers for growth rebound 

in 2H2020, thus ensuring a more sustainable recovery of economic 

strengths.   

Targeting job creation to alleviate economic pressures. The 

health crisis is hammering the job market of China. Growing number 

of job-seekers intensifies pressure on China’s policy makers to treat 

job security as critical in maintaining economic and social order. 

Creation of more than 9 million new urban jobs along with maintaining 

the surveyed urban unemployment rate at around 6.0% are the main 

targets of the Government Work Report. Amid a deep slump in 

economic activities, hiking unemployment rate poses a big challenge 

to China’s economic stability. In sum, China aims to launch several 

accommodative stimulus measures through monetary, fiscal and 

investment channel to support sectors of the economy, ensuring the 

continuation of job creation in the market.     

Stabilized food price softening general price level in 2H2020. 

China's CPI inflation demonstrated a diminishing trend during the 

second quarter due to slowdown of year-on-year increase in food 

price with which price of pork rose at a slower pace, reflecting that 

supply for pork was steadily increasing to meet the demand and 

stabilize the price.  Looking forward, consumer inflation will embrace 

a decelerating trend in coming months on continued drop of food price 

and easing of low-base effects. We estimate inflation will reach 2.0% 

YoY in 2H2020. Low and stable inflation leave more room to support 

accommodative monetary policy, thus stimulating economic 

momentum.  

Prudent monetary policy with flexibility and proactive fiscal 

policy reshaping 2H2020 growth outlook. China’s economy is 

facing a potential drag from health crisis with which accommodative 

monetary policy plays a key role to help stabilize the financial system 

and resist growth deceleration. The PBOC will maintain a prudent 

monetary policy and widen the scope of RRR cuts and other lending 

facilities in 2020 in an attempt to allow more lenders supporting 

vulnerable sectors. It will continue to use different monetary tools,  

including RRR cuts, repo, standing lending facility (SLF), short-term 

liquidity operation (SLO), mid-term lending facility (MLF), and pledged 

supplementary lending (PSL), central bank bills swap (CBS) to lower 

loan prime rate (LPR) and unleash the potential credits into the 

economy, thus fulfilling the credit demand of all types of enterprises. 

China’s government will also continue to pursue proactive fiscal policy 

by targeting a higher 2020 budget deficit of at least 3.6% of GDP.  It 

will increase government spending, provide tax and fee relief, conduct 

more sustainable investments in infrastructure, new industries and 
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service sectors as well as strengthen the social safety net for 

vulnerable sectors. Deployment of proactive fiscal stimulus helps 

shore up China’s economy and strengthens recovery momentum. 

Renminbi staying between 7.0 and 7.1 in 2H2020. Renminbi faces 

bumpy ride since the beginning of 2020 while plunging closer to 7.2 

per dollar in early 2Q2020 amid renewed US-China trade tensions 

and restoring the strengths closer to 7.08 as China’s May economic 

indicators demonstrating stable recovery from the drop in output and 

employment during the first four months of 2020. Looking forward, the 

pick-up in pace of work and consumption normalization and 

macroeconomic policy support are on track to alleviate the downside 

risks and stimulate growth rebound, thus ensuring a more sustainable 

recovery of economic strengths. The picture of China economy now 

is undoubtedly on track for stabilization and improvement. We are of 

the view that the year-to-date depreciation of renminbi has priced-in 

the impacts of coronavirus outbreak on China’s economy. With 

China’s strengthened economic fundamentals through stimulus 

measures and continued convergence in credit loosening of major 

economies, we forecast that renminbi will remain volatile in near term 

but will stabilize within the range between CNY 7.0 and CNY 7.1 per 

dollar in 2H2020. 
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China economic indicators 
 

 

 2017 2018 1Q2019 2Q2019 3Q2019 4Q2019 2019 1Q2020 

Real GDP (YoY%) 6.8 6.6 6.4 6.2 6.0 6.0 6.1 (6.8) 
         
PMI 
Manufacturing (%) 

51.6 49.4 49.7 49.6 49.7 49.9 50.2 45.9 

PMI  
Non-Manufacturing (%) 

55.5 53.2 54.6 54.3 53.7 53.6 53.5 45.3 

         

Exports (RMB YoY %) 10.8 7.1 6.7 5.6 3.9 4.0 5.0 (11.4) 

Imports (RMB YoY %) 18.9 12.9 0.3 2.8 (2.5) 5.4 1.6 (0.7) 

Trade Balance (RMB/bn) 2852.0 2324.7 506.8 700.7 812.4 895.1 2917.7 98.6 

Exports (USD YoY %) 7.9 9.9 1.4 (1.0) (0.3) 1.8 0.5 (13.3) 

Imports (USD YoY %) 16.1 15.8 (4.1) (3.7) (6.2) 3.2 (2.7) (2.9) 

Trade Balance (USD/bn) 419.6 350.9 72.9 103.9 117.7 127.4 421.9 13.1 
         

CPI (YoY %) 1.6 2.1 1.8 2.6 2.9 4.3 2.9 4.9 

PPI (YoY %) 6.3 3.5 0.2 0.5 (0.8) (1.2) (0.3) (0.6) 
         

FAI (YTD/ YOY %) 7.2 5.9 6.3 5.8 5.4 5.4 5.4 (16.1) 

Real Estate Investment 
(YTD YoY %) 

7.0 9.5 11.8 10.9 10.5 9.9 9.9 (7.7) 

Industrial Production  
(YoY %) 

6.6 6.2 6.5 5.6 5.0 5.9 5.7 (8.4) 

Retail Sales (YoY%) 10.2 9.0 8.3 8.6 7.6 7.8 8.0 (19.0) 
         

New Lending (RMB/bn) 12174.9 16173.6 5809.1 3863.4 3955.6 3187.6 16817.5 7096.6 

M2 (YoY %) 8.1 8.1 8.6 8.5 8.4 8.7 8.7 10.1 

Aggregate Financing  
(RMB bn) 

26153.6 22492.0 8605.9 6007.7 5997.0 4964.7 25575.2 11076.7 

 

 May 19 Jun 19 July 19 Aug 19 Sept 19 Oct 19 Nov 19 Dec 19  Jan 20 Feb 20 Mar 20 Apr 20 May 20 

Real GDP (YoY%) - 6.2 - - 6.0 - - 6.0 - - (6.8) - - 

PMI  
- Manufacturing % 

49.4 49.4 49.7 49.5 49.8 49.3 50.2 50.2 50.0 35.7 52.0 50.8 50.6 

PMI  
- Non-manufacturing%  

54.3 54.2 53.7 53.8 53.7 52.8 54.4 53.5 54.1 29.6 52.3 53.2 53.6 

Exports (RMB YoY %) 7.7  5.9  10.4  2.6  (0.7) 2.1  1.1  9.0  - (15.8) (3.4) 8.1 1.4 
Imports (RMB YoY %) (2.2) 0.2  1.1  (2.5) (5.9) (3.3) 3.0  17.7  - (2.3) 2.5  (10.2) (12.7) 

Trade Balance (RMB/bn) 276.1  335.7  303.4  238.9  270.8  298.2  264.4  332.1  - (41.5) 139.3  318.1 442.75 

Export (USD YoY %) 1.1  (1.5) 3.4  (1.0) (3.2) (0.8) (1.3) 7.9  - (17.1) (6.6) 3.5  (3.3) 

Import (USD YoY %) (8.2) (6.8) (4.9) (5.5) (8.2) (6.2) 0.8  16.5  - (3.9) (0.9) (14.2) (16.7) 
Trade Balance (USD/bn) 41.2  49.6  44.0  34.7  39.0  42.4  37.3  47.2  - (6.9) 19.9  45.3  62.9 

CPI (YoY %) 2.7 2.7 2.8 2.8 3.0 3.8 4.5 4.5 5.4 5.2 4.3 3.3 2.4 

PPI (YoY %) 0.6 0.0 (0.3) (0.8) (1.2) (1.6) (1.4) (0.5) 0.1 (0.4) (1.5) (3.1) (3.7) 

FAI (YTD/ YOY %) 5.6 5.8 5.7 5.5 5.4 5.2 5.2 5.4 - (24.5) (16.1) (10.3) (6.3) 

Real Estate Investment 
 (YTD/ YoY %) 

11.2 10.9 10.6 10.5 10.5 10.3 10.2 9.9 - (16.3) (7.7) (3.3) (0.3) 

Industrial Production  
(YoY %) 

5.0 6.3 4.8 4.4 5.8 4.7 6.2 6.9 - (13.5) (1.1) 3.9 4.4 

Retail Sales (YoY%) 8.6 9.8 7.6 7.5 7.8 7.2 8.0 8.0 - (20.5) (15.8) (7.5) (2.8) 

New Lending (RMB/bn) 1183.7 1663.6 1055.8 1208.9 1691.0 661.3 1388.1 1138.2 337.5 905.7 2853.4 1697.7 1480.0 

M2 (YoY %) 8.5 8.5 8.1 8.2 8.4 8.4 8.2 8.7 8.4 8.8 10.1 11.1 11.1 

Aggregate Financing  
(RMB bn) 

1712.4 2624.3 1287.2 2195.6 2514.2 868.0 1993.7 2103.0 5069.7 857.8 5149.2 3094.1 3190.0 

Urban Unemployment 
Rate (%) 

5.0 5.1 5.3 5.2 5.2 5.1 5.1 5.2 - 6.2 5.9 6.0 5.9 

Urban Unemployment 
Rate in 31 major cities (%) 

5.0 5.0 5.2 5.2 5.2 5.1 5.1 5.2 - 5.7 5.7 5.8 5.9 
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World Economic/Financial Indicators 

Global Indices  Money market 

Index 
Closing 

Price 
P/E 

 
One Week 

chg(%) 

  Yield (%) One Week 
chg(%) 

U.S.     US Fed Fund Rate 0.25  0.00  
DJIA 25827.36  19.23  0.32   US Prime Rate 3.25  0.00  
S&P 500 3130.01  22.02  1.50   US Discount Window 0.25  0.00  
NASDAQ 10207.63  41.91  1.90   ECB Rate (Refinancing) 0.00  0.00  
EUR        BOJ Policy Rate (0.10) 0.00  
FTSE 100 6240.36  22.48  1.52   US Treasury (1 Mth) 0.11  0.01  
DAX 12608.46  23.87  3.54   US Treasury (1 Yr) 0.14  (0.02) 
CAC40S 5049.38  20.24  2.66   US Treasury (5 Yr) 0.30  (0.04) 
STOXX EUR 600 368.29  19.16  2.38   US Treasury (10 Yr) 0.67  (0.02) 
Asia        US Treasury (30 Yr) 1.43  (0.01) 
HSI 25124.19  10.96  0.87   1-Month LIBOR 0.17  (0.01) 
HSCEI 10056.86  8.38  0.63   3 Month LIBOR 0.30  0.01  
CSI300 4335.85  16.59  5.19   Japan 1-Yr Gov. Bond (0.16) 0.00  
SSE Composite 3090.57  15.79  4.04   Japan 10-Yr Gov. Bond 0.04  0.02  
SZSE Composite 2016.05  49.11  3.52   German 1-Yr Gov. Bond (0.54) 0.00  
NIKKEI 225 22145.96  26.02  (0.51)  German 10-Yr  Gov. Bond (0.43) 0.04  
KOSPI 2135.37  25.14  1.09   China LPR (1-year) 3.85  0.00  
TWSE 11805.14  20.02  1.66   China 1-Yr Gov. Bond 2.09  (0.14) 
S&P/ASX 200 6032.71  19.65  3.70   China 5-Yr Gov. Bond 2.56  (0.10) 
MSCI Index        China 10-Yr Gov. Bond 2.86  (0.05) 
MSCI WORLD 2227.65  21.64  1.56   O/N SHIBOR 1.75  0.21  
MSCI DEVELOPED 532.14  20.91  1.60   1-mth SHIBOR 2.04  (0.06) 
MSCI EMERGING 1023.48  16.86  1.90   HK Base rate 0.13  (0.00) 
MSCI US 3011.40  23.25  1.59   O/N HIBOR 0.13  (0.00) 
MSCI UK 1766.01  22.24  1.49   1-mth HIBOR 0.46  (0.01) 
MSCI France 146.10  12.21  2.78   O/N CNH HIBOR 1.54  (1.71) 
MSCI Germany 142.30  23.54  3.01   1-mth CNH HIBOR 2.32  (0.44) 
MSCI China 90.51  16.63  2.24   Corporate Bonds  (Moody’s)     
MSCI Hong Kong 13760.29  14.49  1.02   Aaa 2.40  0.00  
MSCI Japan 938.72  19.12  (0.95)  Baa 3.58  0.00  
** As of 02/07/2020 closing for all markets.   

Global Commodities  Currency market 

 Unit Price 
One Week 

chg(%) 

  
Spot Rate 

One Week 
chg(%) 

Energy     US Dollar Index 97.32  (0.11) 
NYMEX WTI USD/bbl 40.65  4.98   Euro/USD 1.13  0.63  
ICE Brent Oil USD/bbl 43.14  5.09   GBP/USD 1.25  0.51  
NYMEX Natural 

Gas 

USD/MMBtu 1.73  17.00   AUD/USD 0.69  0.70  
BasicMetals       USD/CAD 1.36  (0.21) 
LME Aluminum 

Cash 

USD/MT 1603.25  3.39   USD/JPY 107.50  0.21  
CMX Copper 

Active  

USD/lb. 274.85  2.63   USD/CHF 0.94  (0.64) 
LME Steel Rebar USD/MT 416.50  (0.60)  USD/CNY Midpoint 7.06  (0.15) 
LME Lead Cash USD/MT 1766.75  (0.30)  USD/CNY 7.07  0.13  
Precious Metals            
CMX Gold USD/T. oz 1772.18  0.73   12-mth Spot pr. 7.20  (0.18) 
Gold Futures USD/T. oz 1790.00  1.10   USD/CNH 7.07  (0.15) 
CMX Silver USD/T. oz 17.94  2.21   USD/HKD 7.75  0.00  
NYMEX Platinum USD/T. oz 823.65  2.04   CNY/HKD 1.10  0.16  
Agricultural 

Products 

      CNH/HKD 1.10  0.15  

CBOT Corn USD/bu 343.50  7.18   USD/KRW 1199.95  (0.39) 
CBOT Wheat USD/bu 492.00  0.77   USD/TWD 29.52  (0.36) 
NYB-ICE Sugar USD/lb. 12.24  2.68   USD/SGD 1.39  0.09  
CBOT Soybeans USD/bu. 896.75  3.28   USD/INR 75.01  (0.88) 
 
All data sources: Bloomberg 
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