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China: growth must slow to avoid hard landing 
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New worries about competence  

• Property market weakness 
• Overcapacity in many 

manufacturing sectors 
• Corporate debt 
• SOE reforms 
• Expensive wage costs  
• Government pursuing “60 

Decisions” Reform Agenda 
• Anti-corruption crackdown 
• Anti-Monopoly Law fallout 
• Stock market intervention (again) 
• What is with the RMB? 
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Buoyant SW China, but hard times in Liaoning 
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Provincial credit risk 
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Source: Caixin 

New FTZs, same problem 

• Slow pace of reform 
 

• “Enclave” economies as 
pilot programs 
 
• Special pleading from regions 
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China’s duality - zombies)vs. robots 
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Picking winners 
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13th Five Year Plan 
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13th Five Year Plan – environmental clean-up  
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An outdated model 
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New look to the PRD – now Silicon Delta 
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Plus sized SOEs 

New giants emerge 
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China’s financial rollercoaster 
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Loss of confidence? What are companies doing with their cash? 
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China’s credit addiction or is it original sin? 
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How did the shadows get so big? 
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Implications for foreign firms  

• Be cautious on economic growth prospects 
• Growth will likely fall short of the government’s projections 
• There is capacity to stimulate the economy, but this would exacerbate internal imbalances 

 

• Beware favoured industrial sectors under 13th five-year plan 
• Subsidies and cheap credit directed at these areas  
• Benefit domestic companies discriminately – and leads to overcapacity/price falls 
• Services/consumer-facing sectors look have brightest prospects, but opportunities might be presented by 

problems associated with industry – e.g. environmental standards, higher-value added production 
 

• Policy towards foreign companies unlikely to shift significantly   
• Continued toughening in regulatory environment 
• FTZs will be rolled out, but unlikely to have a major impact 
• Market access may improve in some areas as China looks for bilateral investment treaties and regional trade 

agreements 
 

• Expect more competition from Chinese companies overseas, but this will also 
bring opportunities  

• Exporting overcapacity and government-directed ODI lending e.g. “one belt, one road” 
• Nevertheless, opportunities for supplying into these or under AIIB e.g. infrastructure  
• Role to play partnering with Chinese firms unfamiliar with overseas operating environments  
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2018 will be a very difficult year  
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What recovery? Thank you! 


