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China’s GDP growth came in unchanged at +6.0% y/y in Q4 2019, in line with 
consensus expectations. This brings growth for 2019 at +6.1% (see Figure 1), which 

meets the lower end of authorities’ target of “between 6.0%-6.5%”. 
 

Monthly data suggest some stabilisation at the end of 2019, with activity surprising 
positively in December. Industrial production growth increased to 6.9% y/y after an 

already strong rise in November (at 6.2%). This is above the average for 2019 (at 
5.7%) and 2018 (at 6.2%). The growth in output in December was driven by an 

improvement in manufacturing (particularly auto and technology). Manufacturing 
also supported fixed asset investment, which grew by 5.4% y/y over January-

December (compared with 5.2% over January-November). Conversely, investment 
in infrastructure and real estate slowed. Soft land sales suggest that housing 

construction might continue slowing in the coming months. On the consumer side, 
nominal retail sales growth held steady in December to 8.0% y/y. This suggests 

stable growth in real terms as well (inflation was unchanged), but average 
household real income slowed in Q4. 

 
Looking forward, although the worst of the deterioration should be behind us, we 

don’t think the slowdown of the Chinese economy is over. Leading indicators have 
improved in recent months but remain at relatively low levels. The Phase One deal 

with the U.S. helps in removing some downside risk, but high tariffs remain in place 
and still soft global growth will put a lid on the revovery of China’s external activity. 

Credit data (see Figure 2), especially in the private sector, are not rebounding 
enough to help the recent uptick in domestic activity growth to turn into a self-

sustainable recovery.  
 

Policy easing remains prudent, as we think that authorities aim to manage the 
slowdown, not reverse it. The main obstacles to a more aggressive stance are the 

high debt level, and issues on the transmission of monetary policy. This year we 
expect 100bp worth of additional cuts in the Reserve Requirement Ratios (i.e. 

150bp in total in 2020) and 30bp worth of cuts in the Loan Prime Rate. On the fiscal 
side, we expect stimulus amounting to 2.7% of GDP (vs. 3.3% in 2019, see Figure 3). 

 
We expect China’s GDP growth at +5.9% in 2020 and +5.8% in 2021, after +6.1% in 

2019. The official target for 2020 will be made public during the “Two Sessions” 
meetings in early March. It is likely to be set at “around 6.0%”. We expect another 

year of rising insolvencies in 2020 (+10%), given the continued economic slowdown 
and limited easing in financial conditions. The CNY should depreciate slightly 

against the USD over 2020 (c.0.80%), with intra-year volatility driven by news on the 
U.S.-China relationship.  
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Figure 1 – GDP growth %y/y and contribution breakdown 

 
Source: National Bureau of Statistics, Euler Hermes, Allianz Research 

 

Figure 2 – Outstanding credit growth %y/y and domestic demand growth %y/y 

  
Source: PBOC, National Bureau of Statistics, Euler Hermes, Allianz Research 

 
Figure 3 – Size of fiscal stimulus package (% of GDP) 

 
Source: Euler Hermes, Allianz Research 
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These assessments are, as always, subject to the disclaimer provided below.  
 
FORWARD-LOOKING STATEMENTS 

The statements contained herein may include prospects, statements of future expectations and other forward -looking 
statements that are based on management's current views and assumptions and involve known and unknown risks 

and uncertainties. Actual results, performance or events may differ materially from those expressed or implied in such 
forward-looking statements.  

Such deviations may arise due to, without limitation, (i) changes of the general economic conditions and competitive 
situation, particularly in the Allianz Group's core business and core markets, (ii) performance of financial markets 

(particularly market volatility, liquidity and credit events), (iii) frequency and severity of insured loss events, including  
from natural catastrophes, and the development of loss expenses, (iv) mortality and morbidity levels and trends, (v) 

persistency levels, (vi) particularly in the banking business, the extent of credit defaults, (vii) interest rate levels, (vi ii) 
currency exchange rates including the EUR/USD exchange rate, (ix) changes in laws and regulations, including tax 

regulations, (x) the impact of acquisitions, including related integration issues, and reorganization measures, and (xi) 
general competitive factors, in each case on a local, regional, natio nal and/or global basis. Many of these factors may 

be more likely to occur, or more pronounced, as a result of terrorist act ivities and their consequences. 
 

NO DUTY TO UPDATE 
The company assumes no obligation to update any information or forward -looking statement contained herein, save 
for any information required to be disclosed by law.  


