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OVERVIEW

OVERALL COUNTRY RISK RATING:  DB4c
Moderate risk: Significant uncertainty over expected returns. Risk-averse customers are
advised to protect against potential losses.

Rating Outlook:  Deteriorating

CORE OUTLOOK

+ The steady wage increases seen during the 2010s have boosted disposable incomes and
metropolitan wealth levels considerably.
+ In the face of high corporate debt burdens, China's state-owned enterprises, its public
sector, and central government still have a huge stock of financial and fixed capital assets.
+ China's infrastructure base and industrial networks have unique scale and continue to
support its global competitiveness.

- China's financial cycle has entered a more difficult phase after at least a decade of easy
credit and capital misallocation.
- The legacy of the 'one-child' policy (1979-2016) will bring one of the most accelerated
ageing trends in world history and affect the economy well into the 2020s.
- The shift in US trade policy creates medium-term uncertainty for China, for at least the
duration of the US administration to 2020.

KEY DEVELOPMENT

Secondary US sanctions on almost one-third of China's largest ship operator's global tanker fleet
show how the US-China dispute is spreading.

CREDIT ENVIRONMENT OUTLOOK

Trend:  Deteriorating

Key Development has had a neutral impact on the outlook.

SUPPLY ENVIRONMENT OUTLOOK

Trend:  Deteriorating

Key Development has had a negative impact on the outlook.

MARKET ENVIRONMENT OUTLOOK

Trend:  Deteriorating

Key Development has had a neutral impact on the outlook.

POLITICAL ENVIRONMENT OUTLOOK

Trend:  Stable

Key Development has had a negative impact on the outlook.
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KEY INDICATORS

Rating History and Comparison

Source: Dun & Bradstreet

Note: 1 = Low Risk, 7 = High Risk

Regional Comparisons

Source: Haver Analytics/Dun & Bradstreet

Industrial Production (Index)

Source: Haver Analytics/Dun & Bradstreet

Country Insight Snapshot: China
October 2019

© Dun & Bradstreet 3



Economic Indicators

Indicator 2016 2017 2018 2019f 2020f 2021f 2022f 2023f

C/A balance % GDP 1.8 1.6 0.4 1.1 0.7 0.3 0.5 0.8

Govt balance, % GDP -3.7 -3.9 -4.8 -5.7 -5.7 -5.6 -5.9 -6.1

Inflation, annual avge % 2.1 1.5 1.9 2.6 2.4 2.8 1.4 2.0

Real GDP Growth, % 6.7 6.8 6.6 6.1 5.8 6.2 5.9 5.5

Urban Unemployment 4.0 3.9 3.8 4.2 4.3 4.3 4.2 4.1

Source: Haver Analytics/Dun & Bradstreet

TRADE AND COMMERCIAL ENVIRONMENT

Stimulus measures have included allowing local governments to finance infrastructure projects
wholly with debt and by issuing bonds from 2020 bond quotas. Nevertheless, traditional
infrastructure such as rail and road are near saturation, with most towns well served by railways.
Although the usual CNY800bn spending target for railways is likely to be met in 2019, it is
unlikely to reach this level in future years. The situation in the banking system varies between
profitable market leaders and struggling regional, mid-sized banks, although these can be large in
asset terms and vital to local economies. In September, the head of the People's Bank of China
warned that  regional lenders had been 'overstretching' into 'high-risk fields'. At least three
smaller banks required a variety of rescues in recent months after several failed to report 2018
results. For their part, smaller borrowers have enjoyed a 14.3% rise in 'financial inclusion' lending
in 2019, with average rates of 6.83%, to account for 30% of the total lending to the sector, which
faced credit discrimination as of end-June.

TRADE TERMS AND TRANSFER SITUATION

Minimum Terms: LCMinimum Terms: LC

The minimum form of documentation or trading method that Dun & Bradstreet advises its
customers to consider when pursuing export trade with the stated country.

Recommended Terms: LCRecommended Terms: LC

Dun & Bradstreet's recommended means of payment. The use of recommended terms, which are
generally more stringent than minimum terms, is appropriate when a customer's payment
performance cannot be easily assessed or when an exporter may wish to limit the risk associated
with a transaction made on minimum terms.

Usual Terms: 30-90 daysUsual Terms: 30-90 days

Normal period of credit associated with transactions with companies in the stated country.

Local Delays: 0-2 monthsLocal Delays: 0-2 months

The time taken beyond agreed terms for a customer to deposit money in their local bank as
payment for imports.

FX/Bank Delays: 0-1 monthFX/Bank Delays: 0-1 month

The average time between the placement of payment by the importer in the local banking system
and the receipt of funds by the exporter. Such delays may be dependent on FX controls, FX
availability and the efficiency of the local banking system.
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Exchange Rate

Source: International Monetary Fund/Dun & Bradstreet

LCU (local currency unit) = Chinese yuan (CNY)

Credit Conditions

Source: Export Credit Agencies

Insured export credit exposures, short-term, USDm; part of the increase going into 2017 reflects
methodology changes.
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RISKS AND OPPORTUNITIES

Business Regulatory Environment

Secondary sanctions broaden US-China disengagementSecondary sanctions broaden US-China disengagement

Firms with customers and operations in China have not only adverse Chinese but also US
regulation to be concerned about since the re-escalation of the 'trade war' in May. While bilateral
negotiations are due to resume in October, and hopes of a breakthrough before or after the US
2020 presidential elections remain in evidence, in practice the US-China dispute is widening. In
addition to the new hikes in US tariffs on Chinese imports in three waves in September, October
and December, in September the US Treasury also extended secondary sanctions on two
subsidiaries of China's state-owned Cosco, the world's largest ship owner and operator. Two units
of China National Petroleum Corporation were also sanctioned. The measures against Cosco
affect 49-60 vessels, and by effectively barring their interaction with other market agents the move
has cut the available global oil tanker fleet; as of start-October this had hiked the cost of a VLCC
voyage from the Middle East to Asia by USD600,000, albeit adding less than USD0.30 to the cost
of a barrel. With liquefied natural gas carriers also included, almost 30% of Cosco's global tanker
fleet is thus affected.

Cosco joins Huawei as the object of US secondary sanctions for its alleged trade with Iran. Cosco-
owned fleet vessels are suspected of facilitating the export of 0.1-0.3m barrels per day of Iranian
oil to China via covert ship-to-ship transfers. It was not clear when the political appetite for
secondary sanctions would come in the US, but the watershed has been reached. Meanwhile,
despite discussion in the official Chinese media of an 'unreliable entity' list that could restrict
foreign companies, US unilateral moves to hit Chinese companies have been more serious in scope.
Cosco has requested that the sanctions join the list of negotiating points with the US. However,
given that Chinese negotiators cannot easily relax US pressure on Iran, they add another layer of
complication to resolving US-China differences.

Short-Term Economic Outlook

Private consumption stable but industrial output and profits slipPrivate consumption stable but industrial output and profits slip

Industrial output growth slowed to 4.4% y/y in August, the lowest since 2002, and industrial
exports delivered contracted in value by 4.3% y/y. Industrial profits data fell 2.0% y/y in August
and 1.7% year-to-date, y/y. Meanwhile, the official purchasing managers' index for
manufacturing indicated that the sector contracted for a fifth month running, although at 49.8 it
remained close to the 50.0 mark that separates contraction from expansion. These broad-brush
indicators suggest China's slowdown is still orderly and gradual, and that the sudden economic
stall of Q4 was successfully negotiated. However, it leaves the task of meeting the government's
6.0-6.5% economic growth target largely to the services sector and to dominant state-owned
companies with powerful market positions. The urban unemployment survey (a separate series
from the official urban unemployment rate) put the jobless rate at 5.2% as of end-August,
indicating no rise in unemployment in 2019, and, despite the millions of jobs lost in manufacturing
as firms absorbed rising costs and the early US-China trade war, it appears the services sector has
expanded fast enough to absorb existing workers and most college graduates. 

Nevertheless, both anecdotal information and market research indicate a relatively cautious mood.
The fall in the yuan (of around 4% against the US dollar year-to-date) has already discouraged
and reduced spending on foreign travel, while most automotive brands have reported continued
falling sales in 2019, with only a few premier marques reporting growth (mostly Japanese and
German). Uncertainty is likely to increase precautionary saving. Only a very few sectors, such as
food deliveries, are experiencing the high growth rates seen in many more sectors quite recently.
Data from the week-long national holiday from 1 October may yet yield more clues. The CPI
inflation rate has managed to stay below 3.0% despite the doubling of pork prices in February-
August in the wake of African swine fever, which has caused the national pig herd to collapse by
almost 40% y/y. However, producer price inflation approached a three-year low of -0.8% y/y in
August; this will continue to depress industrial profits.
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COUNTRY PROFILE AND STATISTICS

OverviewOverview

China is the world’s most populous sovereign country and the third-largest by land area (9.6m
square kilometres). Over 80% of the population is concentrated in the eastern half of the country,
especially in coastal provinces. Bordering 13 countries, including India, Pakistan and Russia,
China has immense political and economic significance. It is the only Asian nuclear power still a
signatory to the Nuclear Non-Proliferation Treaty; China has long-range ballistic missile
capability.

The economic reforms that began in the late 1970s have transformed China into a powerhouse of
the international economy. Some USD1trn in FDI has entered China, which has exported over
USD2trn in goods annually since 2012. China's digital economy has scale even the US can no
longer match. However, the labour force ceased growing in the 2010s, reflecting the one-child
policy introduced in 1979 and only curtailed in 2016. Meanwhile, the central government’s efforts
in tackling problems ranging from pollution and corruption to regional inequalities and fiscal and
debt imbalances remain in their early stages.

Key Facts

Key Fact Detail

Head of state President XI Jinping

Capital Beijing

Timezone GMT +08-00

Main languages Mandarin, Cantonese.

Population (millions) 1,427.6

GDP (USD billions) 13,617.0

GDP per capita (USD) 9,538

Life expectancy (years) 76.0

Literacy (% of adult pop.) 96.4

Surface area (sq km) 9,598,060

Source: Various sources/Dun & Bradstreet

Historical Data

Metric 2014 2015 2016 2017 2018

Real GDP growth (%) 7.3 6.9 6.7 6.8 6.6

Nominal GDP in USDbn 10,440 11,016 11,145 12,151 13,617

Nominal GDP in local currency (bn) 64,128 68,599 74,006 82,075 90,031

GDP per Capita in USD 7,460 7,830 7,882 8,551 9,538

Population (year-end, m) 1,399.5 1,406.8 1,414.0 1,421.0 1,427.6

Exchange rate (yr avge, USD-LCU) 6.1 6.2 6.6 6.8 6.6

Current Account in USDbn 236.3 304.3 201.1 194.2 53.3

Current Account (% of GDP) 2.3 2.8 1.8 1.6 0.4

FX reserves (year-end, USDbn) 3,843.0 3,330.4 3,010.5 3,139.9 3,072.7

Import Cover (months) 0.0 19.9 18.5 17.1 14.5

Inflation (annual avge, %) 2.1 1.5 2.1 1.5 1.9

Govt Balance (% GDP) -0.9 -2.8 -3.7 -3.9 -4.8

Source: Haver Analytics/Dun & Bradstreet
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Forecasts

Metric 2019f 2020f 2021f 2022f 2023f

Real GDP growth (%) 6.1 5.8 6.2 5.9 5.5

Nominal GDP in USDbn 13,594 14,156 15,047 16,127 17,368

Nominal GDP in local currency (bn) 96,518 102,629 110,294 118,536 127,657

GDP per Capita in USD 9,481 9,835 10,419 11,134 11,961

Population (year-end, m) 1,433.8 1,439.3 1,444.2 1,448.5 1,452.1

Exchange rate (yr avge, USD-LCU) 7.1 7.3 7.3 7.4 7.4

Current Account in USDbn 151.0 92.0 45.1 80.6 130.3

Current Account (% of GDP) 1.1 0.7 0.3 0.5 0.8

FX reserves (year-end, USDbn) 3,111.0 3,085.0 3,100.0 3,150.0 3,000.0

Import Cover (months) 16.6 17.6 16.8 18.5 16.7

Inflation (annual avge, %) 2.6 2.4 2.8 1.4 2.0

Govt Balance (% GDP) -5.7 -5.7 -5.6 -5.9 -6.1

Source: Haver Analytics/Dun & Bradstreet

Comparative Market Indicators

Indicator China Japan Russia Brazil US

Income per Capita (USD) 9,481 40,966 11,901 8,759 65,160

Country Population (m) 1,433.8 126.0 145.9 209.8 329.1

Internet users (% of population) 53.2 92.0 76.4 59.7 76.2

Real GDP Growth (% p.a., 2019 - 2028) 4.5 - 6.5 -0.5 - 1.2 1.5 - 3.0 1.0 - 2.0 1.8 - 2.5

Source: Various sources/Dun & Bradstreet
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LINKS

User Guide

Please click here to visit our online user guide.

Other Dun & Bradstreet Products and Services

Dun & Bradstreet provides information relating to more than 285m companies worldwide. Visit
www.dnb.com for details. Additional information relevant to country risk can be found in the
online International Risk & Payment Review, which provides timely and concise economic,
political and commercial information and analysis on 132 countries. This subscription-based
service (www.dnbcountryrisk.com) carries essential information on payment terms and delays. It
also includes the unique Dun & Bradstreet Country Risk Indicator to help monitor changing
market conditions.

Legal and Copyright Notices

While the editors endeavour to ensure the accuracy of all information and data contained in this
Country Insight Report, neither they nor Dun & Bradstreet Limited accept responsibility for any
loss or damage (whether direct or indirect) whatsoever to the customer or any third party resulting
or arising therefrom.

© All rights reserved. No part of this publication may be reproduced or used in any form or by
any means graphic, electronic or mechanical, including photocopying, recording, taping, or
information storage and retrieval systems without permission of the publisher.

Disclaimer

Whilst Dun & Bradstreet attempts to ensure that the information provided in our country reports
is as accurate and complete as possible, the quantity of detailed information used and the fact that
some of the information (which cannot always be verified or validated) is supplied by third parties
and sources not controlled by Dun & Bradstreet means that we cannot always guarantee the
accuracy, completeness or originality of the information in some reports, and we are therefore not
responsible for any errors or omissions in those reports. The recipients of these reports are
responsible for determining whether the information contained therein is sufficient for use and
shall use their own skill and judgement when choosing to rely upon the reports.

Sales

Email: countryinsight@dnb.com 
Telephone
UK: +44 (0)1628 492700
US: +1 800 234 3867
Rest of World
contact your local office 
or call +44 1628 492700

Publisher

Dun & Bradstreet
Marlow International
Parkway
Marlow
Bucks SL7 1AJ
United Kingdom
Tel: 01628 492000
Fax: 01628 492929
Email: countryinsight@dnb.com
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