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CHINA RISING



China’s (and Asia’s) re-emergence
(Share of World GDP 1-2050 AD)
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The World Economy Today
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Largest Exporter

Exports of Goods and Services, Current USS
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Largest Energy User

Energy Use, Kilotons of Coal Equivalent
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A Large Consumer of Commodities
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Chinese Dream

Two centennial goals :

— to complete the building of a moderately
prosperous society in all respects when the
Communist Party of China celebrates its
centennial in 2021;

— to turn China into a modern socialist country that
IS prosperous, strong, democratic, culturally
advanced, and harmonious when the People's
Republic of China celebrates its centennial in
2049.



KEEPING GROWTH GOING



Few middle income economies became rich
(Per capita income relative to the USA, 1960 and 2008)
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Only just beginning

log (GDP/Capita)
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Lots of Investment Still To Do

Fixed Capital Stock per Capita 2012

(2005 Constant $)
140000 - ‘
120000 -+

100000 -
Singapore®@
Q Korea

160000 +

80000 -

60000 -
Note: Size of the bubbles

South Africa is total fixed assets 2012
40000 -

20000 - Mexico

Brazil
= GDP Per Capita 2012 (2005 Constant USS)

India

0 -

0 10000 20000 30000 40000 50000 60000

Source: WDI and staff estimates. Note: Capital stock is cumulative fixed investment since 1960 with a
depreciation rate of 5 percent



14 ~

12 A

10 -

Catching up in Human Capital

Years of Education in
working population

USA

Indonesia

1950

1955

1960

1965

1970

1975

1980

1985

1990

1995

2000

2005

2010



The savings to finance investment

Savings as share of GDP
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Services now more important than
Industry

Percent of GDP

49
48 e Service == Industry
47
46

45

43

42

41

40

39

2000
2004
2005
2006
2007
2008
2009

2001
2002
2003
2010
2011
2012
2013
2014

Source: National Bureau of Statistics



is less pronounced

Share of GDP
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Though structural change in real terms
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Urbanization will facilitate services
industry

Services value added (% of GDP)
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China is still less urbanized than expected
on the basis of income
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China’s exports becoming more
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China’s exports becoming more
sophisticated
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China is becoming more innovative
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Spending more than most of its peers
on R&D
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More real appreciation to come
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MANAGING DEMAND



China’s New Normal
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Vanishing external demand
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Less trade ahead
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The Aftermath of a Credit Binge

Growth in outstanding total credit stock (% yoy)
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Until Debt Do Us Apart

China's debt reached 282 percent of GDP in 2014, higher than debt levels in some advanced economies
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Debt levels well ahead of other rapid
growers

Credit to GDP over time Credit to GDP and Income Level
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Rapid Credit Growth Tends to Result in
Non-performing Loans
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Real estate leading the investment
slowdown
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Consumption rebounding

Share of GDP
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Household Income Share Turning
Around
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China Slowing and Changing

China: Projected growth pattern assuming steady reforms and no major shock

Indicator 1995-2010 2011-2015 2016-20 2021-25 2026-30
GDP growth (percent per year) 99 8.6 70 59 50
Labor growth 09 0.3 -0.2 -0.2 -04
Labor productivity growth 89 8.3 A 6.2 5.5

Structure of economy (end of period, %)

Investment/GDP ratio 464 4) 38 36 34
Consumption/GDP ratio 48.6 56 60 63 66
Industry/GDP ratio 469 43.8 410 380 346
Services/GDP ratio 430 476 516 56.] 61.1
Share of employment in agriculture 381 300 237 18.2 12.5
Share of employment in services 341 42.0 476 529 590

Source: World Bank and DRC, 2012, China 2030



World Bank Forecast for the next five
year plan

China: Main Economic Indicators -- 2014-20
GDP Growth and Contributions by Expenditure ltem

Average

2014 2015 2016f 2017f 2018f 2019f 2020f 2016-20
GDP 7.3 7.0 6.7 6.5 6.4 6.3 6.3 6.4
Private Consumption 2.8 3.1 3.2 3.3 3.4 3.5 3.6 3.4

Government Consumption 1.0 11 11 1.1 1.2 1.2 1.3 1.2
Gross Capital Formation 3.4 2.6 2.2 1.9 1.7 1.6 14 1.8
Net Exports 0.1 0.1 0.2 0.2 0.1 0.0 0.0 0.1



MAKING GROWTH MORE
INCLUSIVE
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Income Inequality on the Rise

Gini Coefficient
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Getting Old Before Getting Rich
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A Healthy Future?
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MAKING GROWTH MORE
SUSTAINABLE



Cost of Environmental Damage Rising
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Though not as a share of GDP
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The Big Global Issue

CO2 emissions per Unit of GDP
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China’s economy is becoming less
energy intensive

Energy demand in China
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GOVERNING CHINA



A Rising Middle Class

Projections of people living on $10-S50 per day 2005-2030
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Government Effectiveness  High income: OECD
Lower middle income
Upper middle income
China

Regulatory Quality High income: OECD
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http://papers.ssrn.com/sol3/papers.cfm?abstract_id=1682130
http://govindicators.org/

Low Voice and Accountability

Voice and Accountability High income: OECD 2004
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