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• Near-term trend: China’s growth 2~4 quarters ahead and 

what are the data saying? 

• Medium-term: Weighed down by sentiment

• Shifting trends and their impact on China: Structural or 

cyclical?  

China Outlook
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China Outlook: 2Q surprisingly soft
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Disruptions from COVID-19 and other challenges linger on … 
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Manufacturing sector the laggard, as exports demand weakened 
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Performances of services sectors diverge significantly, unlike pre-COVID
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Weak external demand a key factor
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… while domestic demand also muted despite low base in previous year
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… contrast of pre and post-COVID China’s box office sales
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… youth unemployment record highs though overall remains stable 
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… excess supply and weak demand – deflation pressures building
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… consumers’ precautionary actions also play a part 
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… meanwhile, policy responses are far from aggressive 
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China Outlook: Settling on a lower plane 
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5% expansion in 2023, for about ~4.7% avg in 2020-2024
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© IACPM 17

Slower growth across Asia in 2023 and mild rebound in 2024
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Shifting demographic profile – aging population 
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Shifting demographic profile – shrinking working age population
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De-globalization/regionalization causing disruptions

Source: 

https://techwireasia.com/2022/12/globalization-

and-free-trade-is-almost-dead-says-tsmc-ceo/ 

Full speech: 

https://semiwiki.com/forum/index.php?threads/m

orris-chang-globalization-is-almost-dead-and-

free-trade-is-almost-dead-speech.17215/ 

https://techwireasia.com/2022/12/globalization-and-free-trade-is-almost-dead-says-tsmc-ceo/
https://techwireasia.com/2022/12/globalization-and-free-trade-is-almost-dead-says-tsmc-ceo/
https://semiwiki.com/forum/index.php?threads/morris-chang-globalization-is-almost-dead-and-free-trade-is-almost-dead-speech.17215/
https://semiwiki.com/forum/index.php?threads/morris-chang-globalization-is-almost-dead-and-free-trade-is-almost-dead-speech.17215/
https://semiwiki.com/forum/index.php?threads/morris-chang-globalization-is-almost-dead-and-free-trade-is-almost-dead-speech.17215/
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De-globalization/regionalization causing disruptions
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De-globalization/regionalization: Rise of ASEAN’s trade prowess … 
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De-globalization/regionalization: … just as US’ imports patterns shift 
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De-globalization/regionalization: … clear shift away from China imports

Note: Machinery & transport + misc manufactured goods accounted for 40% and 17% shares of US’ total imports of USD2.93 tn in 2021

Classifications of products: Standard International Trade Classification (SITC) Revision 3, UNCTAD 

https://unctadstat.unctad.org/en/Classifications/DimSitcRev3Products_Official_Hierarchy.pdf  

https://unctadstat.unctad.org/en/Classifications/DimSitcRev3Products_Official_Hierarchy.pdf
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De-globalization/regionalization: … clear shift away from China imports

Classifications of products: Updating The Partnership Definition Of ICT Goods From HS 2007 To HS 2012, UNCTAD 

https://unctad.org/system/files/official-document/tn_unctad_ict4d02_en.pdf  

Note: ICT goods accounted for about 14% share of US’ total imports of USD2.93 tn in 2021

https://unctad.org/system/files/official-document/tn_unctad_ict4d02_en.pdf
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De-globalization/regionalization: … in favor of ASEAN
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De-globalization/regionalization: … shifts in investment flows  
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De-dollarization: a long road ahead 

For further details: De-dollarization: A Reality Check, 15 May 2023 https://www.uobgroup.com/web-

resources/uobgroup/pdf/research/MSN_230515.pdf 

https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MSN_230515.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MSN_230515.pdf
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De-dollarization: a long road ahead 

For further details: De-dollarization: A Reality Check, 15 May 2023 https://www.uobgroup.com/web-

resources/uobgroup/pdf/research/MSN_230515.pdf 

https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MSN_230515.pdf
https://www.uobgroup.com/web-resources/uobgroup/pdf/research/MSN_230515.pdf


China Outlook: Structural factors in play

© IACPM 33

China’s total trade = USD6.3 tn in 2022; USD290 bn in RMB can fund 

less than 3 weeks’ worth of trade, while US dollars can fund 1.4x of US’ 

total trade in 2022 … 



China Outlook: Structural factors in play

© IACPM 34

De-risking: China’s holdings of US Treasury assets falling but still 

substantial …
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De-risking: Record amount of settlement in RMB in 1H23 for goods & 

services trade purposes
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De-risking: Record amount of settlement in RMB in 1H23 for direct 

investment purposes 
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De-risking: US dollar exchange rate volatility vs Local Currency 

Settlement (LCS)
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Watch out for developments in Local Currency Settlement (LCS) 

• De-dollarization/RMB internationalization will be a long process: US dollar dominant in the financial markets, 

efficiency in cross-border transactions, ease of deploying excess dollars, inertia, etc are main factors 

• However, US dollar’s volatility means companies are exposed to exchange rate risks (and other risks), 

especially in projects or contracts that stretch out for years. How to reduce these risks?  

• If the local currency’s moves are highly correlated with the RMB, LCS will be one way to manage exchange 

rate volatility, reduce costs of currency exchange (no US dollar involved), accelerate fund settlement time 

(can it be as fast as T+0?) and reduce funding costs  

• The LCS framework is now available in regional countries, e.g. Indonesia, and will be moving in tandem with 

de-dollarization / RMB internationalization trends

• As such, status quo looks set to remain near term, but be prepared for changes and to manage risks ahead 

…   



De-dollarization: Gradually, then Suddenly? 
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