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Chinese exports slump amid global downturn
and US trade war
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   Chinese exports declined precipitously in July by 14.5
percent year-on-year, according to the latest official data
released this week. The fall, the steepest since the onset of
the COVID-19 pandemic in early 2020, is just one of the
economic indices confirming a slump in the world’s second
largest economy and largest exporter, as global inflation,
high interest rates and slowing economies impact on trade.
   The July figure is not an aberration. Chinese exports have
declined year-on-year in each of the past three months,
dropping by 12.4 percent. Imports have also been falling by
12.4 percent in July and 6.8 percent in June, reflecting both a
decline in consumer spending and contracting demand
among manufacturers for inputs.
   Official inflation figures released yesterday showed that,
unlike much of the rest of the world, prices overall are
falling in China. The consumer price index fell by 0.3
percent year-on-year in July, on top of no change in June.
The producer price index—a measure of the price of goods at
the factory gate—dropped even further by 4.4 per cent in
July.
   Falling prices are a further sign that the anticipated
rebound of consumer spending following the government’s
lifting of virtually all COVID-19 restrictions at the
beginning of the year has failed to occur. China has been on
the brink of deflation, an indicator of economic stagnation,
throughout the year. The average consumer price increase in
the first seven months was just 0.5 percent—well below the
government’s official target of 3 percent.
   The economic slowdown is also reflected in data on
manufacturing activity—as indicated by the purchasing
managers’ index—which has declined for four months in a
row to July, according to official statistics. The index for
July was 49.3, marginally up from 49 in June, but still well
below the figure of 50 that separates manufacturing
contraction from expansion.
   The Chinese Communist Party (CCP) regime has set a
modest economic growth target of 5 percent. Except for a
sharp economic decline in 2020, it would be lowest since
1990. Even the target of 5 percent is now in question.

Growth for the second quarter this year was 6.3 percent
when compared to the same period last year when major
manufacturing centres such as Shanghai were under
COVID-19 lockdown. However, when compared to the first
quarter this year—a more accurate measure—growth was just
0.8 percent.
   Chinese President Xi Jinping and the CCP leadership are
clearly concerned over the state of the economy, not least for
what it portends for social unrest. At its meeting last month,
the CCP Politburo admitted that the economy had made
“tortuous progress” since the lifting of COVID-19
restrictions. It promised to “concretely optimise private
firms’ development environment”—winding back the limited
restrictions placed on property developers and other private
corporations.
   The decline in Chinese exports and economic slowdown is
not just the result of low global growth and faltering global
trade but of the US economic warfare aimed at undermining
the Chinese economy and in particular crippling its hi-tech
industries. US President Biden has not only maintained the
punitive tariffs imposed on China by his predecessor Trump,
but greatly expanded the scope of bans on Chinese hi-tech
corporations and the sale of advanced computer chips and
chip-making equipment to China in the name of “national
security.”
   Biden ramped up the assault on Chinese hi-tech industries
yesterday by signing measures into law to ban American
corporations and venture capitalists from investing in
Chinese companies involved in cutting edge technologies,
including developing semiconductors, quantum computers
and some artificial intelligence applications.
   Far from being narrowly targeted, as Washington claims,
the bans are sweeping in scope and are designed to cripple
China’s ability to develop and compete in commercial as
well as military hi-tech applications. As was the case with
previous bans, the US is exerting pressure on its allies in
Europe and Asia to follow suit.
   US imperialism regards China as the chief threat to its
global hegemony and will stop at nothing, including war, to
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bring Beijing to its knees. The very fact that Washington’s
expanding economic war is being waged in the name of
“national security” makes clear that the US is rapidly
preparing for a military conflict with China—even as it
escalates war against Russia.
   Washington’s economic bans and deliberate heightening
of tensions with China has already impacted on the Chinese
economy. Not only have Chinese exports been affected but
there has been a marked slowdown in foreign investment in
China—even before the latest measures are implemented. Net
foreign direct investment in the Chinese mainland in the
June quarter plummeted to its lowest level in more than two
decades—down 87 percent year-on year to just $4.9 billion.
   Amid the growing uncertainty created by US economic
warfare, global corporations are increasingly diversifying
their manufacturing bases in what is known as “China plus
one”—in other words, retaining some factories in China,
particularly for the huge Chinese market, while moving
substantial manufacturing elsewhere. While no doubt many
factors are involved, Chinese exports to the US plunged by
23 percent year-on-year in July, while exports into the US
from Mexico, Canada, Vietnam and other countries have
been sharply rising.
   China’s economic slowdown is undoubtedly generating
sharp social and political tensions. The CCP’s turn to
capitalist restoration from 1978 rested ideologically on the
claim that the market would lift the living standards of the
population as a whole. In the heyday of Chinese economic
expansion, the CCP apparatus considered 8 percent
economic growth was the benchmark for high employment
and social stability.
   Now, the target for economic growth is 5 percent and
unemployment is rising. The official urban jobless rate for
July was 5.4 percent but that figure does not include the
huge numbers of internal migrants from rural areas—around
280 million workers—who flock to the cities as a source of
cheap labour in manufacturing and construction. Migrant
workers are treated as second-class citizens, who have no
right to essential services in the cities where they work and
are the first to be dismissed.
   Urban youth unemployment is far higher, hitting a record
21.3 percent for 16-24 year olds in June according to official
statistics. Many young people, however, particularly the
millions of new university graduates, are simply dropping
out of the job market, or “lying flat,” despite government
exhortations to accept any menial, low-paid job. Peking
University economist Zhang Dandan estimated that the real
youth unemployment rate in March could have reached 46.5
percent. And that is not including the situation in rural areas.
   The alienation of young people is being further fuelled by
the enormous social gulf between rich and poor generated by

the processes of capitalist restoration. While the number of
dollar billionaires in China has at times been exceeded only
by the figure in the United States, large sections of the
population struggle to survive on very low incomes. In 2020,
Chinese Premier Li Keqiang blurted out that 600 million
people live on less than 1,000 yuan ($US143) a month, or
less than $5 a day.
   President Xi, who is acutely aware of the explosive social
tensions that are building up, has made “common
prosperity” a key slogan in his third term of office, putting
pressure on the corporate oligarchy to contribute to society,
while boasting that absolute poverty has been ended in
China. While China’s extraordinary economic expansion
has lifted the living standards of large sections of the
population, glaring social inequality remains and the plight
of the poor is worsening as the economy slumps. The
response of the bureaucratic CCP apparatus has been to
demand that the media puts a positive spin on bad economic
news, and to censor videos and stories of terrible poverty
appearing on social media.
   The economic slump and social tensions building up in
China are just one expression of the deepening crisis of
global capitalism internationally, including in the United
States. Moreover, in a world economy that has been deeply
integrated by the processes of globalised production over the
past four decades, the trade war measures being taken by the
US to exacerbate the breakdown of the Chinese economy
will in one way or another rebound.
   Chinese stimulus measures following the 2008–09 global
financial crisis played a crucial role in the recovery of the
world economy as did Chinese exports during the initial
period of the COVID-19 pandemic. Now as the global
economy slows amid growing financial instability, China,
weighed down by huge debts itself and facing a punitive US
trade war, is no longer in a position to play the same role.
   As global capitalism careens from one crisis to the next,
the only answer of the ruling classes is war against their
rivals and class war at home against the working class. The
response of the international working class must be a unified
political fight based on socialist internationalism to abolish
the bankrupt profit system and its outmoded nation-state
system.
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