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MADE IN CHINA
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Price index for US imports from China

Price index for US imports from China falls in July

Compiled by the US Department of Labor, the price index for US imports from China fell
from 100.5 in June to a five-month low of 100.3 in July (see exhibit 1).

A main reason for the drop in the price index in the month was the depreciation of the
Chinese yuan against the US dollar in July. The daily fixing rate of the Chinese yuan
against the US dollar depreciated markedly by 2.93% in July.

Going forward, the Chinese yuan is expected to stay weak against the US dollar in the
near term, amid a strong US dollar and the China-US trade war. Besides, after the US
tariffs on US$34 billion worth of Chinese imports kicked in on 6 July, it is likely that
Chinese suppliers would lower the prices of their exports to keep prices down and
remain competitive in the US market. Thus, we expect that the price index for US
imports from China will trend downward in the coming months.!

1 The price index would not reflect tariff-related prices increases since they are removed from the equation.
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Exhibit 1: Price index for US imports from China,
August 2016 to July 2018
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Source: US Department of Labor

Exchange Rates

Exhibit 1: USD-CNY daily fixing rate, August 2017 to August 2018
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Source: State Administration of Foreign Exchange
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Exhibit 2: EUR-CNY daily fixing rate, August 2017 to August 2018
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Source: State Administration of Foreign Exchange

Exhibit 3: Real effective exchange rate of the Chinese yuan,
July 2017 to July 2018
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Fung Business Intelligence collects, analyses and interprets market data on global sourcing, supply chains,
distribution, retail and technology.

Headquartered in Hong Kong, it leverages unique relationships and information networks to track and report on
these issues with a particular focus on business trends and developments in China and other Asian countries.
Fung Business Intelligence makes its data, impartial analysis and specialist knowledge available to businesses,
scholars and governments around the world through regular research reports and business publications.

As the knowledge bank and think tank for the Fung Group, a Hong Kong-based multinational corporation, Fung
Business Intelligence also provides expertise, advice and consultancy services to the Group and its business
partners on issues related to doing business in China, ranging from market entry and company structure, to tax,
licensing and other regulatory matters.

Fung Business Intelligence was established in the year 2000.

The Fung Group is a privately held multinational group of companies headquartered in Hong Kong whose core
businesses are trading, logistics, distribution and retailing. The Fung Group employs 42,150 people across 40
economies worldwide, generating total revenue of US$22.66 billion in 2017. Fung Holdings (1937) Limited, a
privately held business entity headquartered in Hong Kong, is the major shareholder of the Fung group of
companies.
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