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Slowdown of Chinese Economy 

The Chinese economy currently is facing a slowdown, lowest of the last few decades. Domestic issues 

and the US-led trade war are the major contributors in breaking China's rapid expansion.  

In the early 1900s when rest of the world had a slow paced economy, China took the growth by storm. 

With ageing of the workforce, China now is facing the backlash of one child policy. 

China, the world's biggest producer of pork, has been struggling to control the deadly swine fever even 

after slaughtering more than one million pigs. This shortage of supply of pork which is sixty percent of 

total consumption has sent pork prices soaring by 46.7%. Rising pork prices pushed China’s food 

inflation to 9.1% in the month of August. 

"Both the weakening in the domestic economy and deteriorating external environment, including both a 

global slowdown, and the US-China trade tensions, have a role to play in China's slowdown." says 

Tommy Wu, senior Asia economist at Oxford Economics. 

Having a major stake in the world economy, China and its slowdown will have a global effect which can 

already be seen from IMF’s lowered global growth forecast which is 3.2%. (1% decrease in Chinese 

growth reduces global growth by 0.2%).  

Stock market is also facing the effects of Chinese economy. Earlier this year, companies like Apple 

(AAPL) and Nvidia (NVDA) warned that the Chinese economic slowdown impacts their earnings. Equity 

markets have come under pressure this month amid the escalating trade war. So far, the iShares China 

Large-Cap ETF (FXI) has fallen 4.7% in August. Alibaba (BABA) has fallen 6.3%. Jack Ma, Alibaba’s 

co-founder, expects the US-China trade war to last a long time. 

Consumer inflation is also on the rise. While China’s PPI fell into the negative territory during July, its 

consumer inflation rose. China’s July CPI rose 2.8% in July. The metric was at 2.7% in the previous two 

months. Notably, the Fed has been concerned about lower inflation. The Fed cited weak inflation in the 

US as one of the reasons for lowering rates last month. Meanwhile, China’s CPI didn’t rise due to higher 

consumer demand. The increase was mainly due to the spike in food prices.  

As an offset to US-China trade war, Yuan has become weaker. To bypass the increased tariffs imposed by 

the USA, China has started to export via other Asian countries. Western countries are in a difficulty in 

figuring out this trade war. Even though the data does not reflect, western companies are slowly shifting 

their manufacturing unit from China adding to the slowdown. 
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The sluggish growth of Chinese economy has decreased the growth rate of world economy. On the flip 

side, it has allowed home country a chance to reflect on its current scenario to create a stronger economy. 

In the long run, this could therefore act as a boon to China in the disguise of a slowdown.   
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