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According to China Customs release yesterday, Jul export/import in China 

+3.3%/-5.6% YoY, beating expectation. In this report, we documented several 

stylized trends regarding trade YTD. In light of protracted trade negotiations, 

global economic slowdown as well as weak domestic demand, we remain 

cautious regarding trade outlook in 2H19.  

 Rising trade surplus when trade activities subdued. In the Jan-Jul period, 

export/import growth was +0.6%/-4.5% YoY, respectively. The fact that 

export growth outpaced import growth has boosted YTD trade balance to 

US$ 225.7bn, vs. US$ 162.8bn in the same period last year. It also explains 

a larger contribution from net export to China’s GDP growth in 2H19 (~20%). 

 Wider divergence between U.S. and other trade partners of China. 

Trade conflict around the globe is abruptly causing meaningful trade 

diversion and supply chain relocations toward a new steady state of balance. 

For China, YTD export to the U.S. declined 7.8% YoY, while export to EU 

and ASEAN increased +5.9%/+8.9% YoY. YTD import from the U.S. 

plunged 28.3% YoY, while import growth from EU/ASEAN/Japan was 

+2.3%/-0.1%/-7.4%. ASEAN has become China’s second largest trading 

partner, surpassing the U.S. 

 Trade conflict was not the mere explanation for trade weakness. 

According to our calculation, U.S. dragged overall export/import growth of 

China by 1.5ppt/2.3ppt YTD, respectively, whereas export/import growth 

rate stood at 0.6%/-4.5% YoY. That said, even without conflict with the U.S., 

China would report low-single-digit export growth YTD because of global 

economic slowdown and import growth would remain negative due to weak 

domestic demand and uncertainties regarding China’s economic growth.  

 Major categories of goods which dragged export include, mobile 

phones and parts (-15.8%), ships (-23.5%), automatic data processing 

equipment (-1.1%). Major products which dragged import growth 

include electronics and high-tech products plunged, including semi-

conductors (-6.9%), auto and auto parts (-11.6%), LCD panel (-18.4%). 

 Trade surplus enlarged with the US. In Jan-Jul, China’s export to the U.S. 

declined 7.8% YoY while import from the U.S. plunged 28.3%. Trade surplus 

enlarged to US$ 168.3bn, up US$ 6.2bn from the same period last year. 

Vietnam emerged as one of the key beneficiaries of trade diversion, 

particularly regarding mobile phones and computers exports.  

 Trends that echoed China’s economic transition: 1) export growth of 

labor-intensive industries has been declining, 2) share of processing trade, 

of which value added is lower, has been shrinking.  

Data Summary 

(US$ bn) Jan-19 Feb-19 Mar-19 Apr-19 May-19 Jun-19 Jul-19 YTD 

Export  218.0  135.1  197.9  193.5  213.8  212.8  221.5 1392.6 

YoY (%) 9.3 -20.8 13.8 -2.7 1.1 -1.3 3.3 0.6 

Import 178.8  131.6  165.6  179.7  172.2  161.9  176.5 1166.9 

YoY (%) -1.3 -4.9 -7.8 4.0 -8.5 -7.3 -5.6 -4.5 

Trade balance 39.2  3.5  32.3  13.8  41.7  51.0  45.1 225.7 

Source: China Customs, CMBIS  

China Economy  
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Trade surplus rising amid subduing trade activities 

Jul export/import +3.3%/-5.6% YoY, beating expectation. China Customs released Jul 

trade figures on 8 Aug. On USD basis, overall import decreased 5.6% YoY in Jul, with rate 

of decline narrowing 1.7ppt from that in Jun. Overall export increased 3.3% YoY in Jul, 

reversing 1.3% YoY decline in Jun. Both import and export growth came in better than 

market anticipation.  

Trade surplus accumulated while trade subdued. In the Jan-Jul period, export/import 

growth was +0.6%/-4.5% YoY, respectively. The fact that export growth, though weak in 

itself, continued to outpace import growth, boosting YTD trade balance to US$ 225.7bn, vs. 

US$ 162.8bn in the same period last year. Figure 2 below illustrates a clear pattern of trade 

balance accumulation (on 12-m rolling sum basis) when trade subdued but export 

outperformed import. This also explains a larger contribution from net export to China’s 

GDP growth in 2H19 (~20%).  

Figure 1: Overall export/import growth 

 

Source: China Customs, Wind, CMBIS 
 

Figure 2: China trade balance  

 

Source: China Customs, Wind, CMBIS 

 

Figure 3: New export order as a leading indicator for 

export growth 

 

Source: China Customs, NBS, Wind, CMBIS 
 

Figure 4: Net export contributed to ~20% of GDP 

growth in 1H19  

 

Source: China Customs, Wind, CMBIS 
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Wider divergence between key trade partners 

The EU, ASEAN countries, U.S. and Japan all together, were destinations of 54% of 

exports from China and originations of 41% of imports into China in 2018. They contributed 

to USD 475.6bn trade surplus while total trade balance of China stood at USD 351.8bn in 

2018. 

Wider divergence between U.S. and other trade destinations of China. Trade conflict 

around the globe, not just that between China and the U.S., is abruptly causing meaningful 

trade diversion and supply chain relocations toward a new steady state of balance. For 

China, (1) YTD export to the U.S. declined 7.8% YoY, or net decline of US$ 20.8bn from 

the same period last year, while export to EU and ASEAN increased +5.9%/+8.9% YoY, 

respectively. (2) YTD import from the U.S. plunged 28.3% YoY or net decrease of 

US$27.7bn from the same period last year, while import growth from EU/ASEAN/Japan 

was +2.3%/-0.1%/-7.4%, respectively. 

ASEAN has become China’s second largest trading partner, surpassing the U.S. 

Trade diversions occur due to escalating trade tensions between China and U.S. As a result, 

both China’s export to ASEAN and import from ASEAN countries speeded up. ASEAN has 

thus become the second largest trading partner to China, with total trading value of 

US$ 345.7bn YTD, second only to EU (US$ 400.2bn).  

 

Figure 5: Export growth by key regions 

 

Source: China Customs, Wind, CMBIS  

Figure 6: Export to key regions (12m rolling sum) 

 

Source: China Customs, Wind, CMBIS 
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Figure 7: Import growth by key regions 

 

Source: China Customs, Wind, CMBIS 
 

Figure 8: Import from key regions (12m rolling sum) 

 

Source: China Customs, Wind, CMBIS 

 

Figure 9: Trade balance with key countries/regions 

 

Source: China Customs, Wind, CMBIS 
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What explains trade weakness? 

Trade conflict with the U.S, but more importantly, weak domestic demand and 

slowdown of global economy 

Undoubtedly, protracted China-US tensions and back-and-forth in trade negotiations 

represented major source of disturbance to trade activities. According to our calculation, 

U.S. dragged overall export/import growth of China by 1.5ppt/2.3ppt YTD, respectively, 

whereas export/import growth rate stood at 0.6%/-4.5% YoY. That being said, even without 

disturbance from trade fight with the U.S., China would report low-single-digit export growth 

in Jan-Jul 2019 because of global economic slowdown. Import growth would remain in the 

negative territory due to weak domestic demand and uncertainties regarding China’s 

economic growth.  

 

Figure 10: Sharp downturn of global trade since Sep 2019 

 

Source: CPB World Trade Monitor, CMBIS 
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Trade by major category of goods 

Export of agriculture products and high/new tech products declined 3.1% and 1.9% YoY in 

the Jan-Jul period, corresponding to net decrease of US$ 1.4bn/US$ 7.7bn, respectively. 

Major products that dragged export growth include, mobile phones and parts (-15.8% or –

US$ 14bn), ships (-23.5%, or –US$ 3.4bn), automatic data processing equipment (-1.1%, 

or –US$ 1bn).   

Figure 11: Export growth by major category of goods 

 

Source: China Customs, Wind, CMBIS 
 

Figure 12: Breakdown by major exports, 2018 

 

Source: NBS, Wind CMBIS 

 

 

Import of machinery, electronics, high-tech products plunged. Import of machinery & 

electronics products and high/new technology products declined 8.0%/6.6% YoY in Jan-

Jul, respectively, or net decrease of US$ 68bn YoY. Major products that dragged import 

growth include, semi-conductors (-6.9% or -US$ 12.2bn YoY), auto and auto parts (-11.6% 

or –USD 6bn), LCD panel (-18.4% or –US$ 3bn YoY).  

 

Figure 13: Import growth by major category of goods 

 

Source: China Customs, Wind, CMBIS 
 

Figure 14: Breakdown by major imports, 2018 

 

Source: NBS, Wind CMBIS 
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Trade with the U.S. 

In Jan-Jul 2019, China’s export to the U.S. declined 7.8% YoY while import from the U.S. 

plunged 28.3%. Trade surplus enlarged to US$ 168.3bn, up US$ 6.2bn from the same 

period last year.  

Figure 15: Trade with the US – imports plunging 

faster than exports 

 

Source: China Customs, Wind, CMBIS 
Note: 12-month moving sum plotted 

 

Vietnam emerging as one of the key beneficiaries of trade diversion. Vietnam exports 

to the U.S. increased 27% YoY in 1H19, or by a net of US$5.1bn. Telephones and parts 

(up 82% YoY) accounted for 37.1% of the export increments, followed by computers and 

parts (19.7% share, up 77% YoY), other machinery & instruments (13.9% share, up 52% 

YoY), textile & sewing products (12.6% share, up 10% YoY). While China’s exports of HS85 

products (mainly electronic products) decreased US$ 3.16bn in 1H19 from the same period 

last year, Vietnam’s exports of telephones and computers to the U.S. increased US$ 

2.88bn.  

 

Figure 16: Vietnam exports to the U.S. of telephones 

and computers increased US$2.88bn YoY in 1H19 

 

Source: General Statistics Office of Vietnam, CMBIS 
 

Figure 17: Meanwhile, China’s exports of HS 85 

products decreased US$ 3.16bn YoY in 1H19 

 

Source: China Customs, Wind CMBIS 
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Will RMB depreciation boost China’s export? 

When plotting China’s export vs. the value of RMB, we find that overall export growth has 

been moving more or less in tandem with the CFETS Index (a measure of RMB value 

against a basket of trade-weighted currencies). However, a weaker RMB does not help 

much in boosting exports to the U.S. when so many tariff and non-tariff barriers are in place.  

 

Figure 18: Overall export growth vs. CFETS Index 

 

Source: China Customs, Bloomberg, CMBIS 
 

Figure 19: Export growth to the US vs. USDCNY 

 

Source: China Customs, Bloomberg, CMBIS 

 

 

 

 

 

  

86

88

90

92

94

96

98

100

102

104-20

-15

-10

-5

0

5

10

15

20

25

N
o
v-

15

Ja
n
-1

6

M
a
r-

1
6

M
a
y-

1
6

Ju
l-
1
6

S
e
p
-1

6

N
o
v-

16

Ja
n
-1

7

M
a
r-

1
7

M
a
y-

1
7

Ju
l-
1
7

S
e
p
-1

7

N
o
v-

17

Ja
n
-1

8

M
a
r-

1
8

M
a
y-

1
8

Ju
l-
1
8

S
e
p
-1

8

N
o
v-

18

Ja
n
-1

9

M
a
r-

1
9

M
a
y-

1
9

Ju
l-
1
9

CFETS%

Export yoy growth (3m M.A.) CFETS Index (RHS)
5

5.5

6

6.5

7

7.5

8

8.5

-30%

-20%

-10%

0%

10%

20%

30%

40%

50%

20
00

-0
1

20
00

-1
2

20
01

-1
1

20
02

-1
0

20
03

-0
9

20
04

-0
8

20
05

-0
7

20
06

-0
6

20
07

-0
5

20
08

-0
4

20
09

-0
3

20
10

-0
2

20
11

-0
1

20
11

-1
2

20
12

-1
1

20
13

-1
0

20
14

-0
9

20
15

-0
8

20
16

-0
7

20
17

-0
6

20
18

-0
5

20
19

-0
4

USDCNY
Export to US, 

YoY

Export to US (3m m.a.) USDCNY



9 Aug 2019  
 

 
 
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 9 

Changing trade pattern echoes China’s economic transition 

1) Export growth of labor-intensive industries has been declining 

Export of labor-intensive industries increased 1.3% YoY in Jan-Jul 2019. Growth rate has 

been declining since 2017.  

 

Figure 20: Labor-intensive exports  

 

Source: China Customs, Wind, CMBIS 
 

 

2) Share of processing trade is shrinking 

Processing trade involves domestic firms importing raw materials or intermediate 

components from abroad, processing them locally, and exporting the finished value-added 

goods. Processing trade used to account for 49% of total import and export back in 2000. 

Now the percentage has declined to 27.4% in 2018. In Jan-Jul 2019, the percentage of 

processing trade was 25.0%, down 1.6ppt from the same period last year, while that of 

ordinary trade was 70.7%, up 1ppt. Value added of ordinary trade is approximately 2x that 

of processing trade.  

 

Figure 21: Growth of ordinary trade outpaced 

processing trade  

 

Source: China Customs, Wind, CMBIS 

-10%

-5%

0%

5%

10%

15%

20%

25%

30%
Export Cum 
YoY growth, 

-40%

-30%

-20%

-10%

0%

10%

20%

30%

40%

50%

60%

2
0
0
7
-0

1

2
0
0
7
-0

7

2
0
0
8
-0

1

2
0
0
8
-0

7

2
0
0
9
-0

1

2
0
0
9
-0

7

2
0
1
0
-0

1

2
0
1
0
-0

7

2
0
1
1
-0

1

2
0
1
1
-0

7

2
0
1
2
-0

1

2
0
1
2
-0

7

2
0
1
3
-0

1

2
0
1
3
-0

7

2
0
1
4
-0

1

2
0
1
4
-0

7

2
0
1
5
-0

1

2
0
1
5
-0

7

2
0
1
6
-0

1

2
0
1
6
-0

7

2
0
1
7
-0

1

2
0
1
7
-0

7

2
0
1
8
-0

1

2
0
1
8
-0

7

2
0
1
9
-0

1

2
0
1
9
-0

7

YoY growth, 
3-month M.A.

Overall Ordinary trade Processing trade



9 Aug 2019  
 

 
 
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 10 

 

Figure 22: Ordinary vs. processing trade  

 

Source: China Customs, Wind, CMBIS 

Figure 23: Value added per USD 1,000 exports 

 

Source: NBS, Wind, CMBIS 

 

 

 

  

0%

10%

20%

30%

40%

50%

60%

70%

80%

90%

100%

2
0

0
0

2
0

0
1

2
0

0
2

2
0

0
3

2
0

0
4

2
0

0
5

2
0

0
6

2
0

0
7

2
0

0
8

2
0

0
9

2
0

1
0

2
0

1
1

2
0

1
2

2
0

1
3

2
0

1
4

2
0

1
5

2
0

1
6

2
0

1
7

2
0

1
8

Ordinary trade Processing trade Others

0

100

200

300

400

500

600

700

800

900

1,000

2010 2011 2012 2013 2014 2015 2016 2017

USD

Overall Ordinary trade Processing trade



9 Aug 2019  
 

 
 
PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 11 

Disclosures & Disclaimers  

Analyst Certification 
The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities 
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities 
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst 
in this report. 
Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities 
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue 
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve 
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies 
covered in this report.  

 

CMBIS Ratings 
BUY : Stock with potential return of over 15% over next 12 months 
HOLD : Stock with potential return of +15% to -10% over next 12 months 
SELL : Stock with potential loss of over 10% over next 12 months 
NOT RATED : Stock is not rated by CMBIS 

 
OUTPERFORM                    : Industry expected to outperform the relevant broad market benchmark over next 12 months 
MARKET-PERFORM            : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months 
UNDERPERFORM                : Industry expected to underperform the relevant broad market benchmark over next 12 months 

CMB International Securities Limited 
Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888   Fax: (852) 3900 0800 
 

 

CMB International Securities Limited (“CMBIS”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned subsidiary 
of China Merchants Bank)  
 

 

Important Disclosures 
There are risks involved in transacting in any securities.  The information contained in this report may not be suitable for the purposes of all investors.  
CMBIS does not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, 
financial position or special requirements.  Past performance has no indication of future performance, and actual events may differ materially from 
that which is contained in the report.  The value of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a 
result of their dependence on the performance of underlying assets or other variable market factors.  CMBIS recommends that investors should 
independently evaluate particular investments and strategies, and encourages investors to consult with a professional financial advisor in order to 
make their own investment decisions. 
This report or any information contained herein, have been prepared by the CMBIS, solely for the purpose of supplying information to the clients of 
CMBIS or its affiliate(s) to whom it is distributed.  This report is not and should not be construed as an offer or solicitation to buy or sell any security 
or any interest in securities or enter into any transaction.  Neither CMBIS nor any of its affiliates, shareholders, agents, consultants, directors, officers 
or employees shall be liable for any loss, damage or expense whatsoever, whether direct or consequential, incurred in relying on the information 
contained in this report.  Anyone making use of the information contained in this report does so entirely at their own risk. 
The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available 
and reliable. CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. 
CMBIS provides the information, advices and forecasts on an "AS IS" basis.  The information and contents are subject to change without notice. 
CMBIS may issue other publications having information and/ or conclusions different from this report.  These publications reflect different assumption, 
point-of-view and analytical methods when compiling. CMBIS may make investment decisions or take proprietary positions that are inconsistent 
with the recommendations or views in this report. 
CMBIS may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself 
and/or on behalf of its clients from time to time. Investors should assume that CMBIS does or seeks to have investment banking or other business 
relationships with the companies in this report. As a result, recipients should be aware that CMBIS may have a conflict of interest that could affect 
the objectivity of this report and CMBIS will not assume any responsibility in respect thereof. This report is for the use of intended recipients only 
and this publication, may not be reproduced, reprinted, sold, redistributed or published in whole or in part for any purpose without prior written 
consent of CMBIS. 
Additional information on recommended securities is available upon request. 
  
For recipients of this document in the United Kingdom 
This report has been provided only to persons (I)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) 
Order 2005 (as amended from time to time)(“The Order”) or (II) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, 
Unincorporated Associations, etc.,) of the Order, and may not be provided to any other person without the prior written consent of CMBIS.  
 
This report is intended for distribution in the United States to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities 
Exchange Act of 1934, and may not be furnished to any other person in the United States. Each major US, institutional investor that receives a copy 
of this research report by its acceptance hereof represents and agrees that it shall not distribute or provide this research report to any other person.  
 
For recipients of this document in Singapore 
This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (Company Regn. No. 201731928D), an Exempt Financial Adviser 
as defined in the Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBISG may distribute 
reports produced by its respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of 
the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or 
an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289) of Singapore, CMBISG accepts legal responsibility for the contents 
of the report to such persons only to the extent required by law. Singapore recipients should contact CMBISG at +65 6350 4400 for matters arising 
from, or in connection with the report. 


