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The highly anticipated annual China’s National People’s Congress (NPC) kicked off on 5th March
2023. Many market participants are watching this event closely, as political leaders gather to
unveil economic targets as well as broad policy direction. It will also culminate in the biggest
government reshuffle in a decade, with announcements of new leaders and appointment holders
of key ministries towards the end of the meetings at around 13 March. 

In this article, we highlight the three key topics that were addressed on day one of the “Two
Sessions” meeting and the potential market implications. 

Conservative Gross Domestic Production
(GDP) target of around 5% in 2023

While this does not come as a surprise, investors may be disappointed by the conservative target,
as consensus would have hoped for a higher target at 5.5% to make up for the slow growth last
year. One could argue setting the growth target towards the lower end of expectations could
indicate that regulatory crackdowns that had been implemented over the past two years are not
over. That said, we are of the view that it is more likely the government does not want to over-
stimulate the economy after reopening, as policymakers aim to achieve both qualitative and
quantitative improvement of its economy this year. Another reason behind the modest growth
target could be due to the fact China missed its “5.5%” growth target in 2022 on the back of
zero-covid measures and global economic slowdown. 

1.

Measured Fiscal and Monetary Stimulus
Fiscal deficit target in 2023 will be 3.0% of GDP, higher than 2.8% in 2022, in line with consensus
expectations. The quota for special local government bonds is set at 3.8 trillion yuan, a touch
above 3.65 trillion yuan in March 2022 fiscal budget. As we may expect the fiscal expenditure to
be lower in areas such as pandemic-related support, we are watching where the resources may
be ploughed into this year, for example consumption stimulus, green developments and/or
Research & Development (R&D) upgrade.

On the monetary front, inflation target remains unchanged at “around 3%”, with the assessment
that inflation will stay under control in 2023. M2 and Total Social Financing (TSF) growth will be in
line with nominal GDP growth. 

2.
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“Housing is for living in, not for speculation”
stance was not mentioned

Narrative remains similar to that at the Central Economic Work Conference (CWEC) in December
2022 – risk management remains as primary priority. The government highlighted that risks still
exist in the property market, and it will target “unregulated expansion” in the sector. That said,
probability of a property crisis in China has been abating with policy pivoting towards supporting
the real estate sector. Key measures announced late last year included stable financing to
developers, financing for project completion, managing risks of financially distressed property
companies, and protecting the rights of homebuyers. We see these measures as helpful in easing
the credit crunch and promoting a gradual recovery in the property sector.

3.

Investment Implications
Conservative targets announced so far may disappoint investors in the short term, and markets
have little catalyst to grind materially higher. While there is no policy “bazooka” to give a sudden
acceleration in economic growth, there is a focus to achieve stable and sustainable medium-to-
long term growth as highlighted by the frequent use of the words “development” and “stability”
during the meeting. There is no surprise so far and we remain positive on China equities in 2023. 

What to Watch
All eyes on 1) appointment of State Council new team (March 11-12); 2) press conference by the
new government leaders (March 13).
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Footnotes:
*M2 refers to a measure of money supply that includes cash, checking deposits, non-cash assets that can easily be converted into cash.
Source: M2 Definition and Meaning in the Money Supply (investopedia.com)
All data are sourced from Lion Global Investors and Bloomberg as at 6 March 2023 unless otherwise stated.

 

https://www.investopedia.com/terms/m/m2.asp


This advertisement or publication has not been reviewed by the Monetary Authority of Singapore. It is for
information only, and is not a recommendation, offer or solicitation for the purchase or sale of any capital
markets products or investments and does not have regard to your specific investment objectives,
financial situation, tax position or needs. Investments in the products mentioned herein are not
obligations of, deposits in, guaranteed or insured by LGI or any of its affiliates and are subject to
investment risks including the possible loss of the principal amount invested. You may wish to seek
advice from a financial adviser before making a commitment to undertake any investment. In the event
that you choose not to seek advice from a financial adviser, you should consider carefully whether the
investment is suitable for you.

The information presented herein is for illustrative purposes only and should not be considered reflective
of any particular security, strategy, or investment product. It represents a general assessment of the
markets at a specific time and is not a guarantee of future performance results or market movement. Any
opinions, projections or forward-looking statements expressed herein or information presented (which
includes estimates, graphs, charts, formulae or devices) is subject to change or correction at any time
without notice and is not to be relied on as advice. You are advised to conduct your own independent
assessment and investigation of the relevance, accuracy, adequacy and reliability of any information
contained herein and seek professional advice on them. No warranty is given and no liability is accepted
for any loss arising directly or indirectly as a result of you acting on such information.

References to specific corporations/companies and/or their trademarks are not intended as
recommendations to purchase or sell investments in such corporations/companies nor do they directly or
indirectly express or imply any sponsorship, affiliation, certification, association, approval, connection or
endorsement between any of these corporations/companies and LGI or the products and services of LGI.
It should not be assumed that investment in the securities mentioned was or will be profitable. 

This publication is not intended for use by any person other than the intended recipient and may not be
reproduced, distributed or published without prior written consent of LGI. This publication may not be
distributed in any jurisdiction or to any person where such distribution is prohibited (including Canada,
Japan, the United States of America) or to US persons (as such term is defined in Regulation S under the
US Securities Act of 1933). 

©Lion Global Investors® Limited (UEN/ Registration No. 198601745D) is a Singapore incorporated
company, and is not related to any asset or fund management entity that is domiciled in Europe or the
United States.
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