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Why is Chinaüs Economy Going Down? 
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Quarterly GDP Trend of China  

 

Chinaüs short-term economy downturn exceeded expectation  

ÂChinaôs economy, which has grown at a speed of 9.8% in the past 3 decades, has gone down 

in recent years. The average growth rate is 7.4% in the past 2 years, and 7% in the first half of 

2015. We think that this is a moderate growth compared with other worldôs major economies, 

but a relative lower rate compared with Chinaôs itself. Why?  

Â According to our research, rather than the business cycle factors, the structural change is 

taking the responsibility for Chinaôs economic downturn. 
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China macro -economic early -warning 
system 



  
É The low growth period of global economy indicates that export orientation 

of China is shifting to domestic demand. 

É The competitive advantages in low-cost manufacturing is weakening 

because of the rising cost of production factors. 

É The demographic dividend tends to disappear, and investment driven 

economyôs growth fades away. 

É The energy-saving and emission reduction have become a worldwide 

trend, and it is difficult  for the economy to remain highly depending on 

resource consumption. 

Â Due to economic structural adjustment and potential productivity 

decline, Chinaôs economy says farewell to the double digits 

growth. 

New factors for Chinaüs future sustainable economy  

3 



Chinaüs Exports are Facing Challenges  

Â After the 2008 crisis, U.S. and Europe are difficult  to return to the economic pattern which highly depends 

on overconsumption and high leverage. At the same time, Chinaôs economy also could not go back to the 

export-driven pattern.  

Â From 2015, both exports and imports are experiencing negative growths. From Jan. to Jul. , exports went 

down by -1%(YOY), 4 percentage points lower than the same period of last year. Exports to Europe and 

Japan grew at a negative pace. Imports  showed a reduction of 15%(YOY),  but increased at a rate of 2 

percentage points higher than the first quarter of this year. 

Growth of Chinaüs Export and Import  
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Demographic dividend weakening  

Age Structure of Chinese Population  
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Â Rural labor force is not sufficient any more compared with the past 3 decades. In 1980, only 

20% of Chinaôs population lived in cities, but in 2014, the rate of  urbanization increased to 

55%, a little bit higher than the worldôs average level(53.47%;U.S.: 80%;Germany:75%) 

Â For the reason that the surplus labor in rural area has been diminishing, the average salary of  

blue  collar has increased at a high pace(15%) in the past 5 years. 

The number and the growth rate of 

migrant workers in China  
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Comprehensive reform is changing the traditional pattern of economic 
growth  

 Chinaôs economy was driven by export and investment in the past. The lowest point of 

consumption contribution  to GDP decreased to 35%. Before the 2008 financial crisis, export 

had boosted investment and investment in turn created opportunities for export. After 2008, 

export has encountered many difficulties . Investment has become more and more important in 

promoting economic growth. 

 After 2008, private investment increased at a low pace due to export stuck. Government and 

State-owned Enterprises(SOE) became the main investors. Investment fund mainly financed 

from government liabilities, especially liabilities from regional governments and their financing 

channels(LGFV-local government financing vehicles). 

The Third Plenary Session of 18th CPC stated that market shall play a decisive role in 

economic growth, which effects the willingness and ability of government investment, 

especially that of regional governments. 



Decreasing of investment becomes the main reason for macroeconomic 
downturn in short term  

§Investment growth rate slows down. In Jul. 2015, fixed-asset investment experienced a 

growth of 11.2%(YOY), 5.8 percentage points lower than the same period of last year . At the 

same time, the GDP growth decreased from 7.4% to 7%. 

§Three main investments, including real estate, manufacturing and public infrastructure , 

are declining simultaneously in the first half of the year. But in July, the investmentôs situation 

is becoming better. New construction projects are increasing due to the government economic 

stimulus policies.  
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Investment growth rate goes down this 
year  

Investment in real estate and manufacture 
industry keeps going down  
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