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Important disclosures and certifications are contained from 
page 3 of this report.

Down again
Following a strong first quarter, Chinese activity lost momentum 
again during early spring and into the summer. PMI for 
manufacturing as well as for the service sector fell back and 
the construction sector continued to struggle severely. On the 
demand side, exports performed well in the beginning of the 
year but is losing some momentum. Most importantly, though, 
the housing crisis continues to weigh over the economy with 
new home sales staying close to recent lows around 45% lower 
than pre-pandemic levels. House prices also keep declining at 
an annualized rate of close to 10%. With a lot of household 
wealth tied up in housing, household confidence has remained 
at a historical low.  Consequently, household consumption 
growth remains weak with retail sales only growing 2½-3% on 
an annual basis. Large-scale green investments in solar, wind, 
batteries, EVs etc. is underpinning growth.

Housing crisis continues to pull down 
the economy
·	 After a strong start to 2024, the Chinese economy lost 

momentum again in recent months with the housing 
crisis and weak consumer spending still being at the 
center of the challenges. 

·	 Looking ahead we expect more muddling through with 
new stimulus set to provide a lift to the rest of the year 
with the government committed to its’ 5% growth target. 
Still, we revise down growth to 4.8% for 2024 (previous 
5.2%). In 2025 we continue to project growth of 4.8%. 

·	 Exports provided a tailwind in the first half of 2024 but 
export growth is expected to fade in the second half. We 
look for housing and consumption to stay weak over the 
forecast horizon as measures to turn the crisis remain 
too small. 

·	 Chinese policy makers are set to increase stimulus 
measures in the coming quarters using both fiscal and 
monetary policy. However, a mini-bazooka is needed to 
drive a real recovery and we doubt this is coming. 

·	 Taking a step back, China continues to muddle 
through a long and painful transition from an old to 
a new growth model with less focus on real estate 
and ‘old’ infrastructure and more emphasis on new 
technology, high-end manufacturing, green-tech, ‘smart’ 
infrastructure and private consumption.

·	 EU-China trade tensions have increased and we believe 
they are here to stay in the coming years. However, we 
don’t look for a big trade war. If Donald Trump wins back 
the White House, we expect a new US-China trade war 
in 2025.

Paranthesis are the old projections (From June 2024)
*End of period (1-year Medium Lending Facility)
Source: Danske Bank, Macrobond Financial

GDP Growth

Inflation

Unemployment

Policy Rate*

5.2%

0.2%

5.2%

2.50%

2023

4.8% (5.2%)

0.3% (0.7%)

5.2% (5.2%)

2.10% (2.30%)

Forecast
2024

4.8% (4.8%)

1.5% (1.5%)

5.2% (5.2%)

1.80% (2.30%)

2025
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The logs are wet, more fuel is needed
The epicentre of China’s economic crisis is the housing market 
and until policy makers manage to stabilize housing, the 
economy will struggle. More measures were launched in the 
first half of the year such as further reducing required down 
payments for house purchases and the government setting 
aside money for buying up empty homes, but there are still no 
signs it is having the desired impact. If you try to start a fire with 
logs that are wet, you need a lot of fuel and so far it is evident 
that China is not using enough of it. We believe China will 
launch yet another round of measures over the coming quarters 
to turn the crisis, which should be able to provide a small lift 
to growth again. But until we see more clear signs of a change 
in the willingness to take much stronger measures, we expect 
China to remain in a muddling through scenario with growth just 
below 5%, primarily driven by state support. 

Third Plenum outlines strategy for next five years
In July, China held its’ so-called Third Plenum which is held 
every five years and outlines reforms for the next five years. 
China vowed to increase the leverage of the market, opening 
up further, making a fiscal reform that moves more of the 
burden to the central government, and taking steps to underpin 
urbanization (and thus housing demand) by removing the 
so-called Hukou system which ties rights to social services 
(education, health care etc.) to people’s place of household 
registration. A strong focus on technology, education and 
easing child care costs were also outlined, the latter to increase 
the birth rate. A retirement reform is also coming aimed at 
easing the decline in the labour force in the coming decades. 
While the plan contains many positive elements, the ‘proof is 
in the pudding’ and the results will depend on China’s ability to 
follow through with implementation. 

China is in a painful structural transition to reduce reliance 
on housing as a demand driver and policy makers aim for 
an economy where growth drivers are instead high-tech 
investments, upgrade of manufacturing, green investments 
and private consumption. The transition is difficult and is set 
to weigh on growth in the next couple of years with household 
confidence staying low due to the weak housing market. In the 
long term, China could come out stronger but the path is set to 
be long and bumpy. The long term growth potential also faces 
headwinds from a falling working age population, Western 
tech sanctions and lower foreign investments. But we still see 
China’s trend growth in the coming 3-4 years around 4½% on 
average. More reforms, a low GDP per capita (less than 20% 
of US level), as well as a strong focus on education, innovation, 
and tech, should underpin this potential.EU-China trade 
tensions set to continue, Trump win could trigger new trade war

The epicentre of China’s current 
economic crisis is the housing market 
and until policy makers manage to 
stabilize housing, the economy will 
struggle
Allan von Mehren, Chief Analyst at Danske Bank

The epicentre of China’s current eco-
nomic crisis is the housing market and 
until policy makers manage to stabilize 
housing, the economy will struggle
Allan von Mehren, Chief Analyst at Danske Bank

Trade tensions between EU and China have carried on over the 
summer with the EU implementing higher tariffs on Chinese 
goods and China being in the process of several anti-dumping 
investigations of certain EU products, such as pork and brandy. 
We believe tensions will continue in the years to come but 
doubt it will evolve into a real trade war. It is a risk, though. In 
US-China relations, a trade war is likely if Donald Trump wins 
the US election in November. Geopolitical tensions around 
Taiwan and the South China Sea are also set to be with us for 
the foreseeable future.

Remark: Trend- and seasonally adjusted
Source: Statistics Sweden

Remark: Seasonally adjusted
Source: Creditsafe, Swedish Agency for Growth Policy Analysis

Home sales still at very low levels

Lacklustre private consumption

China home sales
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Disclosures

This research report has been prepared by Danske Bank A/S 
(‘Danske Bank’). The authors of this research report is Allan von 
Mehren, Director, Minna Kuusisto, Director.

Analyst certification
Each research analyst responsible for the content of this resear-
ch report certifies that the views expressed in the research 
report accurately reflect the research analyst’s personal view 
about the financial instruments and issuers covered by the 
research report. Each responsible research analyst further cer-
tifies that no part of the compensation of the research analyst 
was, is or will be, directly or indirectly, related to the specific 
recommendations expressed in the research report.

Regulation
Danske Bank is authorised and regulated by the Danish Financi-
al Services Authority (Finanstilsynet). Danske Bank is authori-
sed by the Prudential Regulation Authority in the UK. Subject to 
regulation by the Financial Conduct Authority and limited regu-
lation by the Prudential Regulation Authority. Details about the 
extent of our regulation by the Prudential Regulation Authority 
are available from us on request.

Danske Bank’s research reports are prepared in accordance 
with the recommendations of Capital Market Denmark.

Conflicts of interest
Danske Bank has established procedures to prevent conflicts 
of interest and to ensure the provision of high-quality research 
based on research objectivity and independence. These proce-
dures are documented in Danske Bank’s research policies. 

Employees within Danske Bank’s Research Departments have 
been instructed that any request that might impair the objecti-
vity and independence of research shall be referred to Research 
Management and the Compliance Department. Danske Bank’s 
Research Departments are organised independently from, and 
do not report to, other business areas within Danske Bank. 

Research analysts are remunerated in part based on the overall 
profitability of Danske Bank, which includes investment banking 
revenues, but do not receive bonuses or other remuneration 
linked to specific corporate finance or debt capital transactions.

Financial models and/or methodology used in this research 
report
Calculations and presentations in this research report are 
based on standard econometric tools and methodology as 
well as publicly available statistics for each individual security, 
issuer and/or country. Documentation can be obtained from the 
authors on request.

Risk warning
Major risks connected with recommendations or opinions in 
this research report, including as sensitivity analysis of relevant 
assumptions, are stated throughout the text.

Expected updates
Quarterly

Date of first publication
See the front page of this research report for the date of first 
publication.

Allan von Mehren 
China
alvo@danskebank.com

Where no other source is mentioned statistical sources are:
Danske Bank, Macrobond, EC, IMF and other national 
statistical institutes as well as proprietary calculations.

Editorial deadline: Monday 2 September at 16:00 CET
Economics Research

This publication can be viewed at  
www.danskebank.com/danskeresearch

mailto:alvo%40danskebank.dk?subject=Nordic%20Outlook
http://www.danskebank.com/danskeresearch
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Disclaimer related to distribution in the United States

Disclaimer related to distribution in the United Kingdom

This research report was created by Danske Bank A/S and is 
distributed in the United States by Danske Markets Inc., a U.S. 
registered broker-dealer and subsidiary of Danske Bank A/S, 
pursuant to SEC Rule 15a-6 and related interpretations issued 
by the U.S. Securities and Exchange Commission. The research 
report is intended for distribution in the United States solely 
to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. 
Danske Markets Inc. accepts responsibility for this research 
report in connection with distribution in the United States solely 
to ‘U.S. institutional investors’.

Danske Bank A/S is not subject to U.S. rules with regard to 
the preparation of research reports and the independence of 
research analysts. In addition, the research analysts of Danske 

In the United Kingdom, this document is for distribution only to 
(I) persons who have professional experience in matters relating 
to investments falling within article 19(5) of the Financial Ser-
vices and Markets Act 2000 (Financial Promotion) Order 2005 
(the ‘Order’); (II) high net worth entities falling within article 
49(2)(a) to (d) of the Order; or (III) persons who are an elective 

Bank A/S who have prepared this research report are not regis-
tered or qualified as research analysts with the New York Stock 
Exchange or Financial Industry Regulatory Authority but satisfy 
the applicable requirements of a non-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes 
to purchase or sell any Relevant Financial Instrument may do 
so only by contacting Danske Markets Inc. directly and should 
be aware that investing in non-U.S. financial instruments may 
entail certain risks. Financial instruments of non-U.S. issuers 
may not be registered with the U.S. Securities and Exchange 
Commission and may not be subject to the reporting and audi-
ting standards of the U.S. Securities and Exchange Commissi-
on.

professional client or a per se professional client under Chapter 
3 of the FCA Conduct of Business Sourcebook (all such persons 
together being referred to as ‘Relevant Persons’). In the United 
Kingdom, this document is directed only at Relevant Persons, 
and other persons should not act or rely on this document or 
any of its contents.

General disclaimer

This research has been prepared by Danske Bank A/S. It is 
provided for informational purposes only and should not be con-
sidered investment, legal or tax advice. It does not constitute or 
form part of, and shall under no circumstances be considered 
as, an offer to sell or a solicitation of an offer to purchase or sell 
any relevant financial instruments (i.e. financial instruments 
mentioned herein or other financial instruments of any issuer 
mentioned herein and/or options, warrants, rights or other inte-
rests with respect to any such financial instruments) (‘Relevant 
Financial Instruments’).

This research report has been prepared independently and 
solely on the basis of publicly available information that Danske 
Bank A/S considers to be reliable but Danske Bank A/S has 
not independently verified the contents hereof. While reaso-
nable care has been taken to ensure that its contents are not 
untrue or misleading, no representation or warranty, express 
or implied, is made as to, and no reliance should be placed on, 
the fairness, accuracy, completeness or reasonableness of the 
information, opinions and projections contained in this research  

report and Danske Bank A/S, its affiliates and subsidiaries 
accept no liability whatsoever for any direct or consequential 
loss, including without limitation any loss of profits, arising from 
reliance on this research report.

The opinions expressed herein are the opinions of the research 
analysts and reflect their opinion as of the date hereof. These 
opinions are subject to change and Danske Bank A/S does not 
undertake to notify any recipient of this research report of any 
such change nor of any other changes related to the information 
provided in this research report.

This research report is not intended for, and may not be redistri-
buted to, retail customers in the United Kingdom (see separate 
disclaimer below) and retail customers in the European Econo-
mic Area as defined by Directive 2014/65/EU.
This research report is protected by copyright and is intended 
solely for the designated addressee. It may not be reproduced 
or distributed, in whole or in part, by any recipient for any purpo-
se without Danske Bank A/S’s prior written consent.
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Disclaimer related to distribution in the European Economic Area

This document is being distributed to and is directed only at per-
sons in member states of the European Economic Area (‘EEA’) 
who are ‘Qualified Investors’ within the meaning of Article 2(e) 
of the Prospectus Regulation (Regulation (EU) 2017/1129) 
(‘Qualified Investors’). Any person in the EEA who receives this 
document will be deemed to have represented and agreed that 
it is a Qualified Investor. Any such recipient will also be deemed 
to have represented and agreed that it has not received this 

document on behalf of persons in the EEA other than Qualified 
Investors or persons in the UK and member states (where equ-
ivalent legislation exists) for whom the investor has authority to 
make decisions on a wholly discretionary basis. Danske Bank 
A/S will rely on the truth and accuracy of the foregoing repre-
sentations and agreements. Any person in the EEA who is not a 
Qualified Investor should not act or rely on this document or any 
of its contents.

Report completed: 2 September 2024, 17:00 CET

Report first disseminated: 3 September 2024, 6:00 CET
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