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China’s economy: taking the lead

China’s economy is 
already larger than 
the US and adds 
more to global GDP 

But it’s not just 
China’s scale that 
matters for the global 
economy and markets

Our views

We see the outlook 
for Chinese and 
global growth as 
consistent with a 
“pro-risk, but 
conservative” 
investment strategy 

Measured in US dollars (USD), China’s GDP accounted for around 15% of global GDP in 
2018, notably lower than the US share of almost 25%. However, because China has a 
much lower general price level than the US, its “real” value is understated while the US’s is 
overstated. Adjusting for this effect shows that China accounted for 19% of global GDP in 
2018 versus 15% for the US. 

Moreover, while China’s pace of growth has, on average, slowed in recent years, it is still 
well above that of the US. This means that even when measured in “nominal” USD terms
(i.e. not adjusted for price-level differences), China has typically contributed more than the 
US to the annual increase in global GDP since the global financial crisis (Figure 1).

Figure 1: China’s GDP is rising more quickly than the US’s in dollar terms

Source: Macrobond, OECD, HSBC Global Asset Management, data as of 20 November 2019. 

Past performance is not a reliable indicator of future performance.

It is not just the scale of the Chinese economy that matters when assessing how it 
influences the global economy and markets. Two further factors need to be considered.

1. China likely to be more cyclical than official data suggest

China’s published real GDP data suggest that growth has exhibited significant stability 
around a gradually declining trend since 2012. This stability in real GDP is at odds with 
other Chinese data – such as energy use, nominal GDP and some surveys – as well as the 
cycles we see in other economies. 

For example, since 2012, official Chinese GDP has deviated from its trend by less than 
0.5ppt in any given year, contrasting with US growth which has deviated by 1ppt or more 
on a number of occasions (Figure 2). It is therefore possible that China’s economic cycle is 
more pronounced than often assumed and its contribution to global growth more variable. 
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Energy use, nominal 
GDP and surveys 
suggest China’s 
economy is more 
cyclical than believed

And China has shifted 
to an economy driven 
by domestic demand 

2. The economy has become more domestically driven

The structure of the Chinese economy is also changing. China’s growth was export-driven 
from the mid-1990s until the financial crisis. In recent years this has changed as the share 
of exports to GDP has fallen from over 30% a decade ago to around 20% in 2018, while 
the trade surplus has fallen below 1% of GDP - its lowest since 1993.

Furthermore, since 2012, we have seen China’s import growth leading its export growth
(Figure 3), suggesting China’s domestic demand has a large impact on the global cycle by 
stimulating activity and demand in other regions.

Whichever way one looks at it, China is now very much a second engine of global growth; it 
leads the global economy, not lags it.

Figure 2: Is China’s cycle under-recorded?

Source: Macrobond, HSBC Global Asset Management, data as of 20 November 2019. 

Past performance is not a reliable indicator of future performance.

Understanding the recent cycle
The above analysis is important in understanding the recent Chinese and global cycles. 
Because the slowdown seen in China since early 2018 coincided with an increase in trade 
tensions with the US, it is tempting to infer this is the main cause of the weakening. 
However, China’s trade data show that in the upswing from late 2016 to 2018, import 
growth picked up well in advance of its exports and in the subsequent downswing import 
growth slowed much more abruptly than export growth (Figure 3). This suggests domestic 
factors have been more important in driving China’s recent cycle. 
Figure 3: China’s imports have led its exports in recent years

Source: Macrobond, HSBC Global Asset Management, data as of 20 November 2019. 
Past performance is not a reliable indicator of future performance.

Ultimately, the strong pick-up in imports (and implicitly domestic demand) from late 2016 
through 2017 appears to reflect the lagged impact of a loosening in credit conditions. 
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China’s import cycle 
leads activity in the 
rest of the world and 
is influenced by policy

Likewise, the sharp slowdown in domestic demand that began in the second half of 2018 
followed a clampdown on credit during 2017, particularly in the shadow banking sector.

Importantly, with the Chinese authorities easing policy over the past year, credit dynamics 
improved markedly in the first half of 2019. While imports are still falling in year-on-year 
terms, this reflects a sharp adjustment at the end of 2018; imports have been trending up 
from early this year, consistent with more stable domestic conditions. Credit growth needs 
to be watched closely however, as there are signs that it has lost some momentum in 
recent months. 

Market considerations
China plays a central role in the global economic cycle. After slowing notably in 2018 we 
have seen greater stability in China’s growth this year and we expect this trend to be 
maintained. However, if economic data were to soften, the authorities are likely to ease 
policy further to sustain growth, thereby limiting the chances of a renewed slowdown.
Supported by our valuation estimates, we see the outlook for Chinese and global growth as 
consistent with a “pro-risk” investment strategy in our multi-asset portfolios, although 
elevated political uncertainty justifies a degree of caution. 

Dominic Bryant (Senior Macro Strategist), Zac Tate (Macro Strategist)
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Important information:

The contents of this document may not be reproduced or further distributed to any person or entity, whether in whole or in 
part, for any purpose. All non-authorized reproduction or use of this document will be the responsibility of the user and may 
lead to legal proceedings. The material contained in this document is for general information purposes only and does not 
constitute advice or a recommendation to buy or sell investments. Some of the statements contained in this document may 
be considered forward looking statements which provide current expectations or forecasts of future events. Such forward 
looking statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results 
may differ materially from those described in such forward-looking statements as a result of various factors. We do not 
undertake any obligation to update the forward-looking statements contained herein, or to update the reasons why actual 
results could differ from those projected in the forward-looking statements. This document has no contractual value and is 
not by any means intended as a solicitation, nor a recommendation for the purchase or sale of any financial instrument in 
any jurisdiction in which such an offer is not lawful. The views and opinions expressed herein are those of HSBC Global 
Asset Management Global Investment Strategy Unit and HSBC Securities (USA) Inc. at the time of preparation, and are 
subject to change at any time. These views may not necessarily indicate current portfolios’ composition. Individual portfolios 
managed by HSBC Global Asset Management primarily reflect individual clients’ objectives, risk preferences, time horizon, 
and market liquidity.

The value of investments and the income from them can go down as well as up and investors may not get back the amount 
originally invested. Past performance contained in this document is not a reliable indicator of future performance while any 
forecasts, projections and simulations contained herein should not be relied upon as an indication of future results. Where 
overseas investments are held the rate of currency exchange may cause the value of such investments to go down as well 
as up. Investments in emerging markets are by their nature higher risk and potentially more volatile than those inherent in 
some established markets. Economies in Emerging Markets generally are heavily dependent upon international trade and, 
accordingly, have been and may continue to be affected adversely by trade barriers, exchange controls, managed 
adjustments in relative currency values and other protectionist measures imposed or negotiated by the countries with which 
they trade. These economies also have been and may continue to be affected adversely by economic conditions in the 
countries in which they trade. Mutual fund investments are subject to market risks, read all related documents carefully. 
Please consider the investment objectives, risks, charges and expenses carefully before investing. The 
prospectus, which contains this and other information, can be obtained by calling an HSBC Securities (USA) Inc. 
Financial Advisor or call 888-525-5757. Read it carefully before you invest.

Investment and certain insurance products, including annuities, are offered by HSBC Securities (USA) Inc. (HSI), member 
NYSE/FINRA/SIPC. In California, HSI conducts insurance business as HSBC Securities Insurance Services. License #: 
OE67746. HSI is an affiliate of HSBC Bank USA, N.A. Whole life, universal life, term life, and other types of insurance are 
provided by unaffiliated third parties and offered through HSBC Insurance Agency (USA) Inc., a wholly owned subsidiary of 
HSBC Bank USA, N.A. Products and services may vary by state and are not available in all states. California license #: 
OD36843. Investments, Annuity and Insurance Products: Are not a deposit or other obligation of the bank or any 
of its affiliates; Not FDIC insured or insured by any federal government agency of the United States; Not 
guaranteed by the bank or any of its affiliates; and subject to investment risk, including possible loss of principal 
invested. 

All decisions regarding the tax implications of your investment(s) should be made in consultation with your 
independent tax advisor.


