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China’s slower import growth reflects
challenging future trade environment

China's export growth beats consensus but slower import growth
signals that future exports will be tough.
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Slower imports a bad sign for future exports

Imports only grew 14.1%YoY in June, lower than the consensus of 21.3%. Almost all import items
shrunk from the previous month except copper sands and coal, which means that projected
manufacturing is slowing.

However, exports grew at 11.3%YoY outperforming the consensus forecast of 9.3%. Export items
under tariff threats seem to front-run tariff charges. That may explain why integrated circuits grew
9% MoM.

We believe that future exports are unlikely to extend sustained growth.
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Don't blame yuan for import decline
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Trade war impact implications

It is just a matter of time before trade volumes shrink, directly impacting manufacturers
that rely on the global supply chain.

While a softer yuan may cushion Chinese exports, the best it can do is to reduce the tariff
effect by around 7% based on our USD/CNY forecast of 7.0 by end-2018.

The Chinese government will also use fiscal and monetary policies to stimulate the
economy, and the coming activity data on Monday will provide us insight into the extent of
policy support needed.

Good global demand supports June's export but will not stop
tariff damage in 2H18
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China exports (USD YoY%) Eurozone retail sales (%YoY WDA)

------ Eurozone future business confidence US retail sales (%YoY)
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