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China Economics Update: 2025 Government Work Report — Growth target

meets expectations; policies to expand domestic demand and new
quality productive forces
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China’s 2025 growth target met with our expectation. The 5% growth target of the 2025
Government Work Report met our expectatfion. Enhanced policy support along with
improvements fo fundamentals, consumer spending, and manufacturing will drive
economic growth and offset external challenges. We expect the economic recovery this
year to continue, with inflation kept within a moderate range.

Proactive policy. The budget deficit was set at 4% of GDP, a historic high suggesting
forthcoming fiscal support. A higher special bond quota and broader fiscal measures will
spur growth while a debt-relief package will be rolled out to ease liquidity pressure on local
governments and support special projects and tax reforms. Risk prevention remains a priority.
We expect monetary policy will remain moderately loose over the next few quarters, with a
25bp RRR cut and a 10bp rate cut in 2Q25F.

Domestic demand, industrial policy, and reform measures the priorities. The government
report proposes a comprehensive set of policies designed to stimulate domestic demand.
Towards raising consumption, measures such as consumption subsidies, the cultivation of
consumpftion scenarios, increasing resident income levels, improving employment, and
enhancing social security have been proposed. On the investment side, plans are in the
works to moderately increase government investment while maintaining efficiency and
relaxing market access for the private economy in order to jump-start private investment.
The report emphasizes the need to develop new productive forces while also upgrading
industries. Policies will be putin place to encourage supply-chain upgrades, digitalization, Al,
the green transformation, and greater openness. Any announcements regarding details on
specific policies directed towards key industries will be closely monitored.
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