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GAINING MOMENTUM? MORE LIKE A 

FRAGILE RECOVERY… 
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THE GLOBAL ECONOMIC RECOVERY IS 

SYNCHRONIZED…  

Coface world GDP growth forecasts 

(Source: IMF and Coface) 
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… ALSO IN THE CASE OF THE MAJOR 

INDUSTRIAL SECTORS 
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Source: Oxford Economics and Coface 4 



COFACE COUNTRY RISK ASSESSMENTS 
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COFACE SECTOR RISK ASSESSMENT 
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UNITED STATES: HOW LONG WILL THE 

CYCLICAL RECOVERY LAST? 

Gap between structural unemployment 

rate  and unemployment rate (%) 

 

Fed funds futures are pricing in a Dec 

rate hike. Next one in 2Q18 

Source: OCDE and Coface Source: Bloomberg and Coface 
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EUROZONE: POLITICAL HEADWINDS 

CLOUD THE OUTLOOK 

Impact on GDP of a political uncertainty 

shock similar to the UK referendum (in pp) 

Source: Coface Source: Markit and Coface 

Sentiment indicators have been improving 

gradually in the Eurozone (Mfg PMI) 
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COFACE RISK AND BUSINESS CLIMATE 

ASSESSMENTS FOR APAC 

Country 2013 2014 2015 
2016  

Jan 

2016 

Mar 

2016 

Jun 

2016 

Oct 

2017 

Jan 

2017 

Mar 

2017 

Jun 

Japan A1 A1 A1 A1 A2 A2 A2 A2 A2 A2 

Korea A2 A2 A2 A2 A2 A3 A3 A3 A3 A3 

Hong Kong A1 A1 A1 A1 A1 A3 A3 A3 A3 A3 

Singapore A1 A1 A1 A1 A1 A3 A3 A3 A3 A3 

Taiwan A1 A1 A1 A1 A1 A3 A3 A3 A3 A3 

India A4 A4 A4 A4 A4 A4 A4 A4 A4 A4 

Indonesia A4 A4 A4 A4 A4 A4 A4 A4 A4 A4 

Malaysia A2 A2 A2 A2 A3 A4 A4 A4 A4 A4 

Philippines B A4 A4 A4 A4 A4 A4 A4 A4 A4 

Thailand A3 A3 A4 A4 A4 A4 A4 A4 A4 A4 

China A3 A3 A3 A4 A4 B B B B B 

Sri Lanka C C B B B B B B B B 

Vietnam C C C B B B B B B B 

Bangladesh C C C C C C C C C C 

Cambodia D D D C C C C C C C 

Pakistan D D D D D D D C C C 

Mongolia C C C C C C D D D D 
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ASIAN ECONOMIES HAVE COME A LONG 

WAY SINCE THE ASIAN FINANCIAL CRISIS 
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THE GLOBAL RECOVERY HAS LED TO AN 

UPTICK IN ASIA 
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BOOSTED BY ROBUST EXPORT 

PERFORMANCE 

Strong demand from developed markets in North America and Europe helped 

to boost exports (YoY) in the last quarter of 2016 and first  half of 2017 

Source: Bloomberg and Coface 12 



THE RECOVERY IN EXPORT AND HIGHER 

COMMODITY PRICES 
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CHINESE REBALANCING IN 2018 AND 

LOWER GROWTH 

  
  YTD Target   Actual 

  2017 2017   2016   2016 

Real GDP growth   6.9% 6.5%   6.5-7.0%   6.7% 

Urban fixed asset 

investment growth 
  8.50% 9.0%   10.5%   8.1% 

Retail sales growth   10.7% 10.0%   11.0%   10.4% 

Consumer price inflation   1.5% 3.0%   3.0%   2.0% 

M2 growth   10.0% 12.0%   13.0%   11.3% 

Total social financing 

growth 
  16.3% 12.0%   13.0%   12.8% 

Unemployment rate   4.0% 4.5%   4.5%   4.0% 

Fiscal deficit (% GDP)   N/A 3.0%   3.0%   N/A 
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Key official targets and performance YTD 

point to gradual deceleration 

Source: Bloomberg and Coface Source: Report on the work of the government, 

NBS and Bloomberg and Coface 
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CORPORATE DEBT HAS SOARED SINCE 

THE GLOBAL FINANCIAL CRISIS 

Decomposition of debt in China as a % of GDP between 2006 and 2016 

Source: IMF, Bloomberg and Coface 
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IN PARTICULAR, THE GOVERNMENT WILL 

TACKLE FINANCIAL VULNERABILITIES 

Debt-GDP Dynamics 

 
Housing bubble 

Source: Bloomberg and Coface Source: Bloomberg and Coface 
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STRESS IN DEBT SERVICE BY SECTOR 

Higher debt levels means higher costs of debt service. Interest cover (defined as 

EBITDA/Interest expense) remains high for certain sectors in China 

Source: Datastream and Coface 

Sector  Proportion of firms with Interest cover >1 

Metals 37.0 

Energy 25.0 

Chemicals 22.8 

Agrofood 19.7 

Construction 16.9 

Textile 16.7 

Transport equipment 16.1 

Engineering 15.1 

TOTAL 14.5 

Financial services 12.1 

Others 10.9 

Transport services 10.2 

Electrical equipment 10.2 

Retail 9.1 

Wood and Paper 6.5 

Services 5.6 

Pharmaceuticals 5.3 

17 



ASIA PAYMENT SURVEY: OVERDUE 

SITUATION DETERIORATED IN 2016 

 

Source: Coface 
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SHOULD YOU BE CONCERNED ABOUT 

CHINA’S BOND MARKET? 

Bond defaults are very small relative to the size of China’s huge domestic bond 

market, but they have increased quickly in 2016 and 2017 
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EMERGING ECONOMIES ARE NO 

STRANGERS TO MOUNTING RISKS 
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Emerging Asia has experienced some of the largest increases in household 

debt/GDP levels between 2007 and 2015, led by Thailand, Malaysia and China 

Source: Bloomberg and Coface 20 



INVESTORS HAVE BECOME COMPLACENT  

Low volatility and high valuations: Ultra-accommodative monetary policies interfere 

with traditional warning mechanisms. Investors ignore political risk. 

Source: Datastream and Coface 21 



THANK YOU! 

Carlos CASANOVA  

Economist, ASIA PACIFIC 
carlos.casanova@coface.com 
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