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China GDP and PMI Contraction A Risk Factor For Global Economy
Potential that China’s economy will break sharply to the downside from its current gradual
downward slope.

IC Insights recently released its October Update to The McClean

Report 2019. Part of the update reviewed U.S. and China GDP MORE INFORMATION
and PMI trends in light of the current trade friction between the CONTACT
two nations.
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President
Given that the global economy increased by a healthy 3.0% in Phone: +1-480-348-1133
2018, it is difficult to comprehend that an economy growing 6% Email: bill@icinsights.com
could be considered a risk factor for worldwide GDP growth this

year. However, that is the case with China and it's slowing
economic growth. Of concern is that China’s quarterly economic growth rate will break sharply to the
downside from its current gradual downward slope (Figure 1).
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China’s 2017 GDP was 6.9% and it registered a slightly lower 6.6% in 2018. IC Insights forecasts further
slowing in China’s GDP growth rate to 6.1% this year (the latest IMF forecast released this month also
calls for 6.1% growth this year while the World Bank forecast is for China’s economy to register a 6.2%
increase in 2019). Moreover, the World Bank in May of 2019 stated that its 2020 forecast for China's GDP
growth rate is 6.1% while the October-2019-released IMF forecast for China’s GDP growth rate in 2020 is
5.8%. It is interesting to note that China’s quarterly GDP growth rate has ranged between 6.0% and
7.0% for almost five years.

Although most economists, and IC Insights, believe that China’s economic growth will continue down its
soft landing path over the next few years, there is concern about a possible hard landing for the Chinese
economy due to the potential bursting of its over-inflated property market, the impact of stock market
volatility on Chinese consumer’s attitudes, or an abrupt slowdown in growth for its exports due to the
trade war.

A hard landing for China’s economy in the near future would be loosely defined as annual GDP growth of
less than 6.0% this year or less than 5.5% 2020. The Chinese government estimates that China needs to
add about eight million new jobs a year to sustain a GDP growth rate of near 6.0%, a task that is
increasingly difficult to accomplish.

Figure 2 depicts China’s PMI trends from 3Q12 through 3Q19. Since 3Q12, China’s PMI has remained in a
narrow 2.3 point bandwidth (49.5-51.8).

In 2017, China’s PMI figures came in above 51.0 in every quarter, a result that was last seen in 2010.
Although China’s PMI figures were =51.0 during the first three quarters of 2018, the
country’s PMI number dropped below 50.0—the demarcation line between growth and
contraction—to 49.9 in 4Q18 and remained below 50.0 for the first three quarters of this
year. Moreover, China’s quarterly PMI has been below 50 ever since the U.S. implemented the first round
of tariffs on Chinese exports in 3Q18.

Overall, the low level of China’s PMI figures, as well as concerns about the possible continuation of the
current trade war, have created a significant amount of anxiety over the health of the Chinese economy in
the fourth quarter of 2019. Without a trade deal between the U.S. and China, this index is likely to stay
below 50 as the worldwide economy continues to slow.
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China PMI Trends (3Q12-3Q19)
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Figure 2

Report Details: The McClean Report 2019

Additional details on the global economy and its impact on the IC market are provided in The McClean
Report—A Complete Analysis and Forecast of the Integrated Circuit Industry. A subscription to The
McClean Report includes free monthly updates from March through November (including the 200+ page
Mid-Year Update), and free access to subscriber-only webinars throughout the year. An individual-user
license to The McClean Report is priced at $4,990 and includes an Internet access password. A multi-user
worldwide corporate license is available for $7,990.

To review additional information about IC Insights’ new and existing market research products and
services please visit our website: www.icinsights.com

About IC Insights

IC Insights, Inc., based in Scottsdale, Arizona USA, is dedicated to providing high-quality, cost-effective market
research for the semiconductor industry. Founded in 1997, IC Insights offers coverage of global economic trends, the
semiconductor market forecast, capital spending and fab capacity trends, product market details, and technology
trends, as well as complete IC company profiles and evaluations of end-use applications driving demand for ICs.

Web Site: www.icinsights.com e Phone: +1-480-348-1133 e E-mail: info@icinsights.com
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