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There is a hot debate on the impact of the Coronavirus epidemic on China economy? Many
experts compared it with the economic development of China after SARS, and the predictions are
relative optimistic. | have slightly different opinions.

First of all, China just entered the WTO in 2003 and had a relatively friendly international
economic environment, and its economic momentum was full. However, the international
environment is relatively hostile now. Particularly, it is now facing serious Sino-US trade war.

Second, Domestic economic structure is different from 2003: (1) The share of tertiary industry in
GDP has increased from 42% to 54%, while the epidemic has and will mainly hit the service industries;
(2) the secondary industry is very strong in China, but it must be linked to world value chains. If the
quarantine and fight again the epidemic took more than 2 months, many companies will go bankrupt
to liquidity depletion. (3) In the primary industry, due to the impact of quarantine, the feed supply of
livestock products has received a certain level of negative impact, and the supply of fresh products
has decreased. Food prices will further increase in addition to the effect of African Swine Flu las year.
4) From the financial perspective, the leverages of residents and enterprises are very high. If social
production is stopped for too long, it will cause leverages to break. (5) From a policy perspective, the
economic downturn will lead to a decline in the revenue, an economic stimulus package is very likely
to come out soon. Due to the rigidity of expenditure, monetary policy may dominate. 52 weeks make
a year, a week of closedown will roughly cost 2% of GDP.

In short, the growth in this year is not pessimistic. There is a high probability to observe a low or
even negative growth rate and high inflation this year in China.
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