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Some of the critical questions and issues we will be
discussing today

1. To what extent is the current trade dispute between the US and
China hurting China’s economy?

2. Which sectors and industries are the most impacted and what
does this mean for multinationals?

3. What other factors are causing China’s growth slowdown, and
are they temporary or long-term?

4. What policy responses can we expect from China and how
should MNCs prepare for those?
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CPE (NAsBA)

v Type your full name and email address in the space provided
v" Click ‘ok’ for 3 popups that occur during the program

v’ Stay online for the entire webcast

v’ Credit available for participation in live webcast only

The Conference Board is registered with the National Association of State Boards of Accountancy (NASBA) as a sponsor of

continuing professional education on the National Registry of CPE Sponsors. State boards of accountancy have final authority on
the acceptance of individual courses for CPE credit. Complaints regarding registered sponsors may be submitted to the National
Registry of CPE Sponsors through its website: www.learningmarket.org.
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China is highly dependent on trade, and US demand is important

to manufacturers
US vs Foreign ex-US vs Domestic Final Use of Total Chinese Value Added Output (USD Bin)

m Foreign ex-US

Manufacturing: 6% US

Wholesale & retail trade: 3% US

Mining and quarrying: 4% US

Agriculture, forestry and fishing: 2% US
Financial & insurance activities: 3% US
Transportation & storage: 3% US
Professional, scientific activities: 3% US
Electricity, gas supply: 4% US

Real estate activities: 1% US

Arts, entertainment and recreation: 2% US
Accommodation and food services: 2% US
Information and communication: 1% US
Construction: 0% US

Public administration & defense: 0% US
Water supply; sewerage, WM: 3% US
Education: 0% US

Administrative & support services: 1% US
Human health & social work: 0% US
Extraterritorial orgs & bodies: 0% US Note: US Exposure + Foreign ex-US
Activities of households: 0% US Exposure = Total Foreign Exposure

Source: WIOD, The Conference Board O 500 1000 1500 2000 2500 3000 3500

mUS

Domestic

= These 20 sectors encapsulate the entirety of China’s economy in 2014. Each bar represents how much value
was produced in each sector — the summation is equivalent to GDP by sector.

= Grey bars represent value that is consumed at home in China, red bars represent value that is consumed in the
United States, blue bars represent value that is consumed in the rest of the world (foreign ex-US).

= The manufacturing sector is key to China’s economy (one-third of GDP) and is highly exposed to foreign
demand (one-third of output).
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The US is less trade dependent, but Chinese demand is
Important to some industries.

China vs Foreign ex-China vs Domestic Final Use of Total US Value Added Output (USD Bin)

Manufacturing: 2% China i '

Professional, scientific activities: 1% China
Transportation & Storage: 2% China
Wholesale and retail trade;: 0% China
Agriculture, forestry and fishing: 3% China 18%

Mining and quarrying: 1% China 17%

Financial & insurance activities: 0% China 9%
Administrative % support services: 1%.. 12%
Information and communication: 0% China  fmsm| 9%

Real estate activities: 0% China | 2%
Public administration & defense: 0% China 1%
Electricity, gas, supply: 0% China | 4%
Water supply; sewerage, WM: 2% China i | 25%
Accommodation and food services: 0%..}i] 2%
Other Services & Arts: 0% China || 2% Domestic
Construction: 0% China 1%
Education: 0% China 2%
Human health & social work: 0% China || 0%

m China
u Foreign ex-China

Note: China Exposure + Foreign ex-China

Activities of households : 0% China Exposure = Total Foreign Exposure
Extraterritorial orgs & bodies: 0% China | |
Source:; WIOD, The Conference Board O 500 1000 1500 2000 2500

= These 20 sectors encapsulate the entirety of America’s economy in 2014. Each bar represents how much value
was produced in each sector — the summation is equivalent to GDP.

= Grey bars represent value that is consumed at home in the US, red bars represent value that is consumed in
the China, blue bars represent value that is consumed in the rest of the world (foreign ex-China).

= China exposures are generally low, but are clustered around manufacturing, professional services, agriculture
and transportation.

6 © 2018 The Conference Board, Inc. | www.conferenceboard.org




Four plausible scenarios

= Scenario 1: China concedes — The US team tightens the screws, resists political
pressure at home, causes significant pain in China over an extended period, and
eventually Beijing offers extraordinary concessions because the fight proves too costly.

= Scenario 2: Permanent divorce — China never gives in — which proves to be
serendipitous for the cohort that is seeking to fundamentally and permanently decouple
the US-China economic relationship — and the tariff barriers become a long-term
phenomenon.

= Scenario 3: The US backs down — An economic downturn in the US — manifesting in
several ways but potentially led by a US market correction in response to trade war-
related bad news — leads to an overt softening of the US position, putting the potential
for a more moderate negotiated settlement back on the table.

= Scenario 4: A negotiated settlement ... \What will the US accept?
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Enjoy the Window On webcast series? Want more?

Join us on January 23rd as we kick off our 2019 series
Program information and registration will shortly be available on
our website at conference-board.org/webcasts

Wy

. Bartvan Ark

‘wr Executive Vice President and
824 Chief Economist

* The Conference Board

Do you have suggestions for future topics? We’d love your feedback!
Email us at webcaststaff@tcb.org and let us know
which “hot” topics are most important to you.
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Related Resources from The Conference Board

Publications
s China Center Situation Assessment: Chinese Labor Markets in
Flux

China Center Research Brief: Quantifying US-China Trade
Exposures

: Webcasts
JBeyond the Hype: Real Workforce Trends in the Gig Economy
4% December 11, 2018

to Local Sourcmq
December 12, 2018
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https://www.conference-board.org/webcasts/ondemand/webcastdetail.cfm?webcastid=3683
https://www.conference-board.org/publications/publicationdetail.cfm?publicationid=8225&centerId=15
https://www.conference-board.org/webcasts/webcastdetail.cfm?webcastid=3950&centerId=6
https://www.conference-board.org/publications/publicationdetail.cfm?publicationid=8164&centerId=15
https://www.conference-board.org/webcasts/webcastdetail.cfm?webcastid=3852&centerId=6

