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 Compared with the past 2 years (+74% for 2017, +50% for 
2018), the number of insolvency cases in China is ex-
pected to keep growing but at lower pace in 2019 
(+~20%, same as previous expectation).  

 The trade disputes between U.S. and China increase the 
uncertainty of economic recovery. In 9M2019, trade with 
U.S. dropped sharply. 

 More insolvency cases in real estate sector since May 
2019 due to the new financing supervision policies 

 Corporate Credit picked up since August 2019 especially 
for manufacturing enterprises and private enterprises  
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INSOLVENCY OUTLOOK  
Compared with the past 2 years (+74% for 2017, +50% for 2018), the number of insolvency cases 
in China is expected to keep growing but at lower pace in 2019 (+~20%, same as previous expec-
tation) considering 1) economic slowdown 2) U.S. - China trade disputes 3) expected further 
eased monetary policy 4) Improving direct financing for private companies with the establish-
ment of Sci-Tech Innovation Board (STAR Market) at the Shanghai Stock Exchange in June 2019 
% 5) corporate credit picked up for manufacturing corporates and private enterprises since Au-
gust.  

During previous years, number of insolvency cases in China increased greatly in 2017(+74%) and 
2018 (+50%) mainly due to the acceleration of clean-up zombie companies, slowdown on GDP 
and tightened financing conditions especially for the private owned enterprises. 

Macro data updates 

China’s y/y GDP growth further slowed down 
to 6.0% in Q3 2019 and 6.2% in 9M2019. The 
official manufacturing PMI was still in con-
traction territory in September at 49.8 (from 
49.5 in August), while the non-manufacturing 
PMI slightly declined to 53.7 in June (from 
53.8 in August). Economic growth still faced 
pressure for the incoming quarters from still 
unfavorable export conditions and slowdown 
of government consumption and some indus-
trial growth. 

 

 

Dropped trade with U.S.   

The trade dispute between U.S. and China 
increase the uncertainty of economic recov-
ery. U.S.- China trade dispute is expected to 
last at least until the end of the year.Despite 
of trade dispute with the United States, Chi-
na's overall foreign trade maintained stable 
during 9M2019. China's total foreign trade 
volume reached CNY22.91 trillion (USD3.23 
trillion) in the first nine months. Exports ex-
panded 5.2% while imports dropped 0.1%. In 
9M 2019, trade with U.S. dropped 10.3 % to 
CNY2.75 trillion, while trade with European 
Union and Southeast Asian countries in-
creased by 8.6% and 11.5% y/y respectively. 

Figure 1 : Quarterly GDP: Constant Prices (CNY 100 mn,%) 

Source: National Bureau of Statistics, Wind  
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Figure 2 : Monthly trade between U.S. and China  

             Expected more insolvency cases in real estate sector since May 

According to the announcement from the website of the people's court, 275 real estate 
enterprises have declared bankruptcy and liquidation in China by July 27 2019 
(estimated more than 400 cases by September 2019). Since China Bank and Insurance 
Regulatory Commission issued No. 23 document to tighten the front-end financing of re-
al estate by trust companies, the regulators have continued to tighten the financing con-
ditions of real estate enterprises such as ABS and bond financing since May. Real estate 
enterprises suffered from the "financing difficulty" which resulted from the new financing 
supervision policies. As above, more insolvency cases in real estate sector are expected in 
2019, especially for some small and medium-sized real estate enterprises 

Source: US Department of Commerce, Wind  
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In September 2019, RMB loans increased by 1.69 trillion yuan. The loan of the residential sector 
increased by 755 billion yuan, roughly equal to the same period last year. In September 2019, the 
loan of the corporate sector increased by 1 trillion yuan, an increase of about 330 billion yuan 
year on year. The medium-term and long-term loan of the enterprises increased by more than 
180 billion yuan year on year, the short-term loan of the enterprises increased by more than 140 
billion yuan year on year, while the bill financing was basically the same as the same period last 
year.  

Since August, the central bank has encouraged financial institutions to increase medium and 
long-term loans to manufacturing industry and private enterprises, and to reform LPR quotation 
and reduce interest rate continuously. Short-term loans and mid-to-long-term loans to enterpris-
es have rebounded year on year for two consecutive months since August. 

CORPORATE CREDIT PICKED UP FOR MANUFAC-

TURING CORPORATES AND PRIVATE ENTERPRIS-

ES SINCE AUGUST  

Source: The People's Bank of China, Wind  

Figure 3: New RMB Loans from financial institutions (CNY 100 mn) 
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Cautionary Note Regarding Forward-Looking Statements: 

 

The statements contained herein may include statements of future expectations and other forward -looking state-

ments that are based on management ’s current views and assumptions and involve known and unknown risks and 

uncertainties that could cause actual results, performance or events to differ materially from those expressed or im-

plied in such statements. In addition to statements which are forward -looking by reason of context, the words "may", 

"will", "should", "expects", "plans", "intends", "anticipates", "believes", "estimates", "predicts", "potential", or "continu e" 

and similar expressions identify forward-looking statements. Actual results, performance or events may differ materi-

ally from those in such statements due to, without limitation, (i) general economic conditions, including in particular 

economic conditions in the Euler Hermes Group ’s core business and core markets, (ii) performance of financial mar-

kets, including emerging markets, and including market volatility, liquidity and credit events (iii) the frequency and 

severity of insured loss events, including from natural catastrophes and including the development of loss expenses,

(iv) persistency levels, (v) the extent of credit defaults, (vi) interest rate levels,  (vii) currency exchange rates includi ng 

the Euro/U.S. Dollar exchange rate, (viii) changing levels of competition, (ix) changes in laws and regulations, includ-

ing monetary convergence and the European Monetary Union, (x) changes in the policies of central banks and/or 

foreign governments, (xi) the impact of acquisitions, including related integration issues, (xii) reorganization 

measures, and (xiii) general competitive factors, in each case on a local, regional, national and/or global basis. Many 

of these factors may be more likely to occur, or more pronounced, as a result of terrorist activities and their conse-

quences.  
 

No duty to update 

 

The company assumes no obligation to update any information contained herein.  
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Euler Hermes Asia Pacific 
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