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IN BRIEF

LONG-TERM OUTLOOK

• China is expected to continue to expand its share 
in global trade as its currency has weakened and it 
continues to achieve rapid productivity growth. 

• Asian economies will be the fastest growing goods 
export destinations for China given their fast economic 
growth and rising incomes. Meanwhile, China’s goods 
imports are expected to grow relatively rapidly again 

over the forecast period, albeit slower than in the past 
decade as trend GDP growth continues to slow.

• Services trade is gaining importance for China. Its large 
and widening services deficit is driven by the growing 
middle class increasingly going abroad for leisure, work 
and study. But services exports are expected to grow 
relatively rapidly as well.

China’s economy appears to have stabilised, with domestic demand growth having bottomed out 
and goods export volumes rising significantly. A weaker currency, slowly strengthening global 
demand and continued fast productivity gains should all be supportive for continued strong 
growth in goods exports. And services trade is gaining in importance for China’s economic growth 
and external balance. 

ECONOMIC OUTLOOK 
Policymakers in China have successfully stabilised the 
economy, with fixed asset investment growth having 
bottomed out and activity in real estate remaining strong 
amid fast gains in house prices. Goods export volumes 
are also rising significantly, benefiting from a weaker 
currency and slowly strengthening global demand, while 
consumption remains relatively robust. 

But the structural shifts under way in China suggest 
that trend growth will continue to moderate over the 
coming years. Credit is growing at an unsustainable 
pace and will have to be reined in. Excess capacity in 
overall industry is very high and concentrated in problem 
sectors such as steel, coal mining and other metals. But 
progress in shutting down productive capacity remains 
slow. Meanwhile, a declining working age population is 
dampening potential growth. 

However, China’s manufacturing sector continues to achieve 
rapid productivity growth notwithstanding several dampening 
factors such as fast wage growth. China is also expected to 
continue moving up the value chain as the industrial sector is 
upgraded. With the currency now weaker and global demand 
gradually strengthening, goods export volumes are forecast 
to continue to rise at a fast pace, enabling China to further 
expand its share in global trade. Services exports are also 
gaining in importance, with tourism and travel and the ICT 
sector performing particularly well. With China’s financial 
sector becoming increasingly linked to the global economy, 
there is major scope for financial services and B2B and other 
services exports to grow.



EXPORT CORRIDORS TO WATCH - GOODS 
China’s overall goods exports in USD terms are forecast to 
grow by almost 7% a year between 2016 and 2030. Industrial 
machinery and transport equipment are expected to be a drag 
on overall nominal exports in the near term as output prices 
remain under pressure and investment spending, in particular in 
advanced economies, remains subdued. However, with global 
demand and investment trends expected to pick up gradually, 
price pressures fading and China continuing to upgrade its 
industrial sector, machinery (including ICT equipment) and 
transport equipment exports are forecast to account for nearly 
half of overall goods export growth in 2021-30. The share of 
other manufactures (which includes a range of consumer 
products) in overall exports is also forecast to edge up over  
this period.

Exports to Asia (excluding Japan) are forecast to outpace overall 
exports, rising by an average of almost 8% a year in 2016-30, 
as a growing middle class drives rapid demand growth in the 
region. Indeed, India, Vietnam and Bangladesh, followed by 
Malaysia and Indonesia, are forecast to be the fastest-growing 
export destinations for Chinese exports in 2021-30 as economic 
growth in the region remains strong, boosting households’ 
incomes and purchasing power. As a result, Asia excluding 
Japan will be the destination of 40% of overall exports by 2030, 
up from 36% in 2015. 

The US is forecast to remain the single most important 
export destination for China, accounting for 16% of overall 
export demand in 2030. However, this is down from 19% in 
2015 as trend growth in the US is not expected to revert to 
its pre-crisis pace. Hong Kong is also expected to slightly lose 
importance as a trade hub for China, albeit still accounting 
for 13% of overall exports in 2030, down from 16% in 2015, 
as competition from large cities and free trade zones on the 
Mainland intensifies.

Sector contribution to increase in goods exports*

Exports of goods by sector, 2016-30

Top 5 Hotlist Export Destinations

Note: Ranking among the 24 trade partners covered in the HSBC Trade Forecast.  
Fastest-growing trade routes are listed in the Annex.
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*Chart shows the contribution from each sector to the projected increase in total merchandise 
  exports over the relevant period.
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IMPORT CORRIDORS TO WATCH - GOODS
The fall in goods imports by China is expected to have 
bottomed out this year, with economic growth stabilising and 
commodity prices and oil prices having found a floor. Overall 
USD imports are forecast to grow on average by 2-3% until 
the end of this decade and by nearly 9% in the decade to 
2030 as domestic demand continues to grow at a fast pace, 
albeit slower than in the past decade. Slower growth over 
the medium term is reflective of China’s changing economic 
structure, with an increasing share of manufacturing imports 
substituted by locally produced goods.

The largest contribution to overall import growth is expected 
to stem from industrial machinery and transport equipment 
as policymakers aim at increasing the urbanisation rate to 
60% by 2020, up from around 55% in 2015, which will require 
a continued upgrading of infrastructure and a significant 
extension of the transport network. As a result, transport 
equipment will be the second largest import sector driving 
growth, accounting for around 9% of the overall increase in 
imports in 2016-30. 

Asia will remain the largest origin of imports to China and 
expand its share in overall imports to nearly 60% by 2030, 
from around 55% in 2015, as regional integration continues 
to deepen. In addition, labour-intensive sectors such as 
textiles are increasingly shifting production to China’s 
Asian neighbours with lower labour costs, such as Vietnam 
and Bangladesh, with the final product exported to China. 
Reflecting its declining importance as a trade hub for China, 
the share of imports from Hong Kong is expected to edge 
down to 23% by 2030, from 24% in 2015. Similarly, the share 
of imports from the US is forecast to decline slightly, to 
around 10% (from 11% currently).

Sector contribution to increase in goods imports*

Imports of goods by sector, 2016-30

Top 5 Hotlist Import Origins

Note: Ranking among the 24 trade partners covered in the HSBC Trade Forecast.  
Fastest-growing trade routes are listed in the Annex.

Source: Oxford Economics

2016-20 2021-30

10%

-10%

20%

30%

40%

50%

60%

70%

80%

90%

0%

100%

110%

ICT equipment

Other manufactures

Machinery

Agricultural products

Chemicals

Raw materials

Transport equipment Mineral fuels

ICT equipment

Machinery

Source: Oxford Economics

0 1 2 3 4 65 7 8

Chemicals

Mineral fuels

Other manufactures

Raw materials

Agricultural products

Total goods

Transport equipment

Growth (% year)

Rank 2015 2030

1 Hong Kong Hong Kong

2 Korea Korea

3 USA USA

4 Japan Japan

5 Germany Australia

Source: Oxford Economics



SPECIAL FOCUS: TRADE IN SERVICES
Services trade is becoming increasingly important for 
China’s economic growth and external balance. Services 
exports from China accounted for nearly 6% of the global 
total in 2015, making it the third largest exporter globally 
of services.

RECENT TRENDS IN SERVICES TRADE: 2000-15
While China has a significant trade surplus in goods, it is a 
net importer of services. In 2015 the services deficit was 
one-third of the size of the trade surplus, up from less than 
1% in the early 2000s, making services an increasingly 
important component of the current account balance. The 
main driver of the rapid surge in services imports in recent 
years has been the sharp increase in travel and tourism as 
China’s growing middle class is increasingly going abroad 
on holidays, to buy consumer goods or to study at foreign 
universities. Tourism and travel imports have risen on average 
by 23% a year since 2000 and accounted for 62% of overall 
services imports in 2015. China accounted for 25% of the 
expansion in global outbound tourism and travel spending 
over that period and is now the world’s biggest market, 
having been the eighth largest market in 2000.

But inbound tourism is also rising quickly as more people go 
to China for leisure and business trips, as well as education. 
Tourism and travel exports accounted for 40% of overall 
services exports in 2015 and increased by 14% annually 
since 2000, outpacing the growth of overall services exports. 
Arrivals from Hong Kong accounted for 60% of overall visitor 
arrivals in 2015. However, on balance, China has a sizeable 
deficit in travel services – it was nearly as large as the overall 

services deficit in 2015 – as the number of Chinese citizens 
venturing abroad far outweighs foreign arrivals. 

The second largest services export sector is transport, 
accounting for nearly 14% of overall services exports in 
2015, up from below 5% in 2000. Transport service exports 
have been strongly supported by China’s ascent to the global 
stage, with the inclusion in the WTO in 2001 boosting both 
goods and transport services. Since 2000, transport services 
have increased by 17% a year. Business services account for 
a significant share in services exports as well, with Chinese 
companies increasingly looking abroad for business and 
becoming more linked to the global economy. 

Meanwhile, financial services exports have seen the fastest 
gains since 2000, rising by 28% a year, as the assets of 
China’s banking system have risen more than six-fold since 
the early-2000s, making it the largest banking system in the 
world. However, financial services exports remain subdued, 
accounting for just under 3% of overall services exports in 
2015, as China’s capital account remains relatively closed, 
in particular in terms of capital outflows. Indeed, foreign 
assets still account for a marginal share of overall banking 
assets as well. Hong Kong is the largest services export 
destination for China, accounting for 10% of the total in 
2015, followed by South Korea and the US (both around 
6%). Tourism revenues are the largest sector of services 
exports to Hong Kong and the US, accounting for nearly 
50% and around 30%, respectively, followed by transport 
services, owing to the strong goods trade linkages with 
both countries. Both sectors are the largest services export 
sectors to South Korea as well.



SPECIAL FOCUS
OUTLOOK FOR SERVICES TRADE: 2016-30
Overall services exports are forecast to grow by around 7% 
a year to 2030 as services become increasingly tradeable 
owing to technological advances and China becomes more 
linked to the global economy. By 2030, China’s services 
exports are expected to be nearly three times higher, 
outpacing the gain in global services exports. 

The most rapid expansion is expected to be recorded in B2B 
and other services, as Chinese businesses continue to look 
abroad for opportunities and as the services sector continues 
to develop and gain importance in the overall economy and 
further gains in terms of education are achieved. Research 
and development spending in China is also expected to 
continue to rise quickly in the coming years, having already 
climbed to around 2% of GDP in 2013 compared with 1.7% 
in the US. As a result, B2B and other services are expected 
to exceed 40% of overall services exports in 2030, while 
the share of tourism and travel exports is expected to fall to 
below 30%, down from 40% in 2015. 

The expected cyclical recovery in global goods trade will be 
supportive for further gains in transport exports as China 
continues to gain market share in global goods trade as 
the industrial sector upgrades further and China remains 
a competitive production base given its rapid gains in 
productivity. But the share of transport services in total 
services exports is forecast to remain around 14% as the 
recovery in global goods trade is expected to be gradual 
and pre-crisis growth rates are not expected to be achieved 
again. Indeed, while Hong Kong is forecast to remain the 
largest destination of services exports from China, its share 
in the total is expected to decline to just above 8% by 2030 
from around 10% in 2015.

Sector shares in total services exports

Exports of services by sector, 2016-30

Top 5 Hotlist Services Export Destinations

Note: Ranking among the 23 trade partners covered in the HSBC Trade in Services  
Forecast. Fastest-growing trade routes are listed in the Annex.
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ALTERNATIVE SCENARIO FOR TRADE
In light of the growing political risks to globalisation,  
HSBC and Oxford Economics have collaborated to model  
the impact on trade flows and economic activity of a potential 
‘alternative scenario’ for world trade. This scenario is based  
on (1) the UK enduring a ‘hard’ exit from the EU involving 
loss of access to the common market, and (2) the new US 
President implementing a variety of protectionist policies that 
trigger retaliatory measures from emerging markets. A detailed 
description of the scenario assumptions and methodology are 
provided in the main Global Report.

Despite being an explicit target for President Trump’s mooted 
trade tariff changes, our alternative scenario model shows 
that China’s exports would be broadly similar to the baseline 
scenario in 2030.

In part this is because a depreciation of the USD broadly 
offsets a relatively small decline in export volumes. Flows to 
the US are reduced substantially (USD364.5bn or 41.5% below 
our baseline), but China is able to move into other markets - in 
particular other developed economies. Exports to Germany,  
for example, could be 14% (USD20.2bn) higher in 2030 than  
in our primary forecast. 

As in other countries targeted by US trade policies, part  
of China’s loss in goods exports is compensated for with  
an increase in service exports. In the alternative scenario the  
value of China’s services exports is USD24bn (2.9%) higher 
by 2030 than the baseline, with the majority of these exports 
destined for developed economies.



ANNEX
CHINA’S FASTEST GROWING TRADE ROUTES

Fastest growing goods exports (% year)

Fastest growing goods imports (% year)

Fastest growing services exports (% year)

Rank Destination 2016-20 Destination 2021-30

1 Vietnam 16 Vietnam 14

2 UAE 5 India 14

3 India 4 Bangladesh 13

4 Bangladesh 3 Malaysia 13

5 Mexico 3 Indonesia 12

6 Indonesia 3 Turkey 12

7 Malaysia 3 UAE 11

8 Turkey 2 Saudi Arabia 11

9 Canada 2 Canada 11

10 Singapore 1 Korea 10

Source: Oxford Economics

Rank Destination 2016-20 Destination 2021-30

1 Turkey 8 India 12

2 India 8 Indonesia 11

3 Korea 8 Argentina 10

4 Malaysia 8 Mexico 10

5 UAE 8 Egypt 10

6 Poland 7 Saudi Arabia 9

7 Australia 7 Malaysia 9

8 UK 5 UAE 9

9 Vietnam 5 Turkey 9

10 Singapore 5 Vietnam 9

Source: Oxford Economics

Rank Destination 2016-20 Destination 2021-30

1 Vietnam 8 Vietnam 14

2 Australia 7 India 14

3 India 7 Malaysia 12

4 Canada 5 Canada 12

5 UAE 5 Indonesia 11

6 Malaysia 4 Brazil 10

7 Brazil 3 UAE 10

8 Indonesia 3 Saudi Arabia 10

9 Japan 3 Korea 9

10 Korea 2 USA 9

Source: Oxford Economics



Disclaimer

This document is issued by HSBC Bank (China) Company 
Limited (HSBC). The information contained herein is 
derived from sources we believe to be reliable, but which 
we have not independently verified. HSBC makes no 
representation or warranty (express or implied) of any 
nature nor is any responsibility of any kind accepted with 
respect to the completeness or accuracy of any 
information, projection, representation or warranty 
(expressed or implied) in, or omission from, this 
document. No liability is accepted whatsoever for any 
direct, indirect or consequential loss arising from the use 
of or reliance on this document or any information 
contained herein by the recipient or any third party.

Any examples given are for the purposes of illustration 
only. The opinions in this document constitute our 
present judgment, which is subject to change without 
notice. This document does not constitute an offer or 
solicitation for, or advice that you should enter into, the 
purchase or sale of any security, commodity or other 
investment product or investment agreement, or any 
other contract, agreement or structure whatsoever and is 
intended for institutional, professional or sophisticated 
customers and is not intended for the use of private 
individual or retail customers. No consideration has been 
given to the particular investment objectives, financial 
situation or particular needs of any recipient. Recipients 
should not rely on this document in making any 
investment decision and should make their own 
independent appraisal of and investigations into the 
information and any investment, product or transaction 

described in this document. Unless governing law 
permits otherwise, you must contact a HSBC Group 
member in your home jurisdiction if you wish to use 
HSBC Group services in effecting a transaction in any 
investment mentioned in this document. This document, 
which is confidential and not for public circulation, must 
not be copied, transferred or the content disclosed, in 
whole or in part, to any third party. The document should 
be read in its entirety.

All the information set out in this presentation is provided 
on the best of HSBC's current knowledge and 
understanding of the relevant law, rules, regulations, 
directions and guidelines governing or otherwise 
applicable to RMB trade services but HSBC makes no 
guarantee, representation or warranty and accepts no 
liability as to its accuracy or completeness. There may be 
exchange rate risks if you choose to convert RMB into 
other currencies as RMB is currently not freely 
convertible and is subject to certain conversion 
restrictions. Please refer to any updates that shall be 
published or issued by HSBC from time to time including 
notices that we place at our HSBC branches.

Copyright. HSBC Bank (China) Company Limited 2017. 
ALL RIGHTS RESERVED. No part of this publication may 
be reproduced, stored in a retrieval system, or 
transmitted, on any form or by any means, electronic, 
mechanical, photocopying, recording, or otherwise, 
without the prior written permission of HSBC Bank 
(China) Company Limited.


