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Locked ‘n’ loaded and ready to fire: first take 
on China’s National People’s Congress (NPC) 
 
▪ Fiscal easing on course: After months of anticipation, Beijing has revealed how it plans to keep the 

Chinese economy steady – growing at around 5% – in a challenging and uncertain macro 
environment. Its answer: ramping up fiscal spending, maintaining monetary support, and directing 
more resources towards boosting consumption and high-tech growth. Most of the numerical targets 
unveiled at the NPC were in line with the market consensus, although the fiscal plan fell slightly short 
of the average expectation. Investors will now look for more budget and spending details from 
upcoming ministerial meetings to gain a complete picture of the extent of the fiscal boost. 

▪ Uncertainty abounds: On paper, a spending package worth c2% of GDP may fall short of what’s 
required to counteract the macro challenges including the 20% tariff shocks from the US. However, if 
Beijing is committed to frontloading the spending and getting resources to the hands of consumers 
fast, the stimulus could provide more bang for the buck. Past experience also suggests that additional 
support can be allocated later in the year – confirmed by the NPC – if the existing plan fails to hit the 
targets.  

▪ Markets are content for now: The markets’ calm reaction, despite some disappointment in the fiscal 
plan, suggests muted policy expectations. Indeed, optimism about AI, as opposed to policy easing, 
has been behind the recent re-rating of Chinese equities, led by technology stocks. However, without 
a powerful policy shift to decisively turn around the economy, the ability for this rally to extend beyond 
tech may be questioned. We maintain an overall neutral stance on China equities, but stay selective 
across different sectors and indices. For fixed income, upward pressure on bond yields could persist 
in the near term, given the lack of immediate monetary easing. In relative sense, the growing US 
recession narratives and the volatility surrounding Trump’s policies are making China’s policymakers 
appear more accountable, which is encouraging global capital to flow back into China’s riskier assets.  

 

Beijing’s macro agenda for 2025 
Premier Li Qiang kicked off the annual meetings of the National People’s Congress (NPC) with the 
government’s Work Report, marking the nation’s biggest political event of the year. Besides a busy 
calendar of political decision-making, the NPC is also closely watched by markets as Beijing sets the 
course for the economy and macro policies for the remainder of 2025.  
 
The overall desire to keep the economy on an even keel in a highly uncertain macro environment 
saw Beijing leave growth and inflation targets broadly unchanged from last year (Fig 1). 
However, achieving these goals will be an uphill battle against rising trade tensions and ongoing 
lacklustre domestic demand. The anaemic price dynamics, in particular, will make hitting the 
inflation target challenging despite a modest downgrade of the goalpost from 3% to 2%.  
 

Table 1 |  2025 NPC targets vs. expectations  

 
Source: Amundi Investment Institute. * Data recalculated assuming 4% nominal GDP growth in 2025. 

 
This is why, compared to where the targets are set, investors are more interested in how the targets 
will be met. Since the policy pivot last September, China’s authorities have been preparing the 

Growth target CPI target Fiscal budget A) 

headline deficit

Fiscal budget B)

 special bonds

Implied broad 

deficit change* 

NPC announced 5% 2% 4,0%
RMB1.8tn china govt special bonds

RMB4.4tn local govt special bonds
+1.9ppt

Amundi forecast 5% 2% 3,8%
RMB2.0tn china govt special bonds

RMB4.6tn local govt special bonds
+2.0ppt

Consensus forecast 5% 2% 4%
RMB1.2-3.0tn china govt special bonds

RMB4.0-4.7tn local govt special bonds

+1.4 to +2.9ppt

(median: +2.0ppt)
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markets for a comprehensive stimulus package aimed at helping the economy through troubled 
waters. What was announced at the NPC on 5 March was the delivery of a buttoned-down set 
of policies that fall within a narrow range of consensus expectations. 
 
The highly-anticipated fiscal plan contains few surprises. The official budget deficit for 2025 was 
raised to around 4% of GDP from 3%, surpassing the peak reached at the start of the pandemic. 
This will be supplemented by off-balance-sheet borrowing by central and local governments, via 
special bond issuance, reaching RMB 6.2 trillion in 2025. Together, a total fiscal firepower worth 
c10% of GDP (based on our estimate of the augmented deficit), 2% more than in 2024, is set aside 
to aid the economy. 
 
Besides “how much”, “how” this stimulus will be distributed is also a focus. Beijing has earmarked 
RMB 300 billion, out of the RMB 1.3 trillion special treasury bond issuance, to support the recently-
expanded consumer subsidy scheme. In addition, a “special action plan” will be introduced to 
reinforce consumption supports, although the Work Report did not offer details. RMB 500 billion 
from the central government coffers will be used to recapitalise banks, while money raised via local 
government special bonds will focus on clearing property inventories, paying government arrears, 
and constructing strategic projects.  
 
The overall message of the Work Report is clear that the fiscal programme is designed to 
support “The People”. More resources will be prioritised to boost social welfare, employment and 
income growth in order to cement consumption’s role as the primary engine of economic growth. 
In that regard, the RMB 300 billion “trade-in” subsidy – the only consumption stimulus with a “price 
tag” attached – seems light for fulfilling such big pledges. The markets will now wait for details on 
the “special action plan” and how budgetary spending will be allocated from the Ministry of Finance 
and NDRC. 
 
Besides the fiscal push, monetary policy is expected to play its part too. Beijing has maintained 
a historically dovish stance, labelling monetary policy as “moderately loose”. Such a stance, 
however, has so far not translated to as much easing as anticipated, as the PBoC has been 
preoccupied by the task of maintaining FX stability and reining in leverage in the bond market. We 
think the need to lower real rates to tackle deflation will keep policy on a dovish course, although 
the timing and types of actions – high-profile tools versus low-key operations – will be determined 
by evolving macro conditions. We see Q2 as a possible window for the next reserve ratio 
requirements (RRR) and interest rate cuts as the current growth momentum runs out of steam 
amid higher tariffs and a weaker dollar creates policy space. 
 
In addition to short-term stimulus, the Work Report reiterated the central role of the private 
sector in overall economic development. This is both a recognition – at the highest political body 
– of the progress the private sector has made in narrowing the innovation gap with the US, and a 
continuation of attitude shifts since President Xi’s symposium with private-sector entrepreneurs. 
All of this is expected, of course, at the NPC. The real question is to what extent this attitude shift 
will translate into improved policies and regulations for the sector. The Work Report has laid out 
some general principles, but fell short on details. The latter could be provided in various ministerial 
meetings over the coming week if Beijing is serious about restoring confidence in the dominant 
part of the economy. 
 

Is it enough to stabilise the economy? 
This is a pertinent question, but not easy to answer. A precise assessment of policy effectiveness 
requires a thorough understanding of the current state of the economy, the size of the output gap, 
and how different types of fiscal spending impact growth (what economists call fiscal multipliers). 
None of these are easy to gauge given the availability of good quality data in China.  
 
For what it’s worth, a back-of-the-envelope calculation using nominal GDP, which is seen as less 
problematic than real GDP, shows that the current level of growth is at least 4% below the pre-
COVID average (Fig 1). Even considering some growth slowdown since the pandemic, a 2% 
stimulus package still seems light for what’s needed to close the “gap” and pull the economy out of 
deflation.  

“Even considering 
some growth 
slowdown since the 
pandemic, a 2% 
stimulus package 
still falls short of 
what’s needed to 
close the “gap” and 
pull the economy 
out of deflation.” 
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That being said, “how” and “how fast” the stimulus is spent matters. Last year’s “trade-in” 
programmes suggest that money spent on boosting consumption may have a larger 
multiplier effect. And, if money is distributed fast – say over the next 3-6 months, as pledged by 
the NPC – a more forceful resuscitation could help jumpstart the economy even if the size of the 
stimulus is considered tepid over a longer (12-months) horizon. 
 
Moreover, Beijing has left the door open for more actions should macro conditions 
deteriorate. Remember that additional policy easing was provided in the Fall of the last two years 
against renewed economic weakness. With trade frictions adding growth risks this year, the level 
of support the economy receives could again go beyond what's been announced at the NPC. The 
pledge by the Ministry of Finance to “launch incremental reserved policy measures in batches” 
should be viewed in that context. 
 

Fig 1| Nominal growth suggests a 4% “gap” compared to pre-pandemic average 

 
Source: Amundi Investment Institute, WIND data as of 5 March 2025 
 
Is it enough to please markets? 

The immediate reaction suggests Beijing has pulled off the test despite offering no tangible 
surprises. Chinese equities rallied after the announcement of the growth and fiscal targets, with 
the Hang Seng Index rising 2.8% and the CSI 300 up 0.5%. The CNY/USD also traded firmer for the 
day despite a further escalation of trade tensions as another 10% US tariffs kicked in overnight.  
 
The benign market reaction reflects, in our view, limited prior expectations for a strong 
policy boost. This may seem at odds with the significant re-rating of Chinese equities in recent 
weeks. However, looking closely, most of the re-rating has occurred in offshore tech stocks 
spurred by optimism on AI, as opposed to policy stimulus. In contrast, ex-tech H shares and broad 
A share markets have seen muted year-to-date gains (Fig 2). A 2% spending package, in line with 
consensus expectations, therefore, did not “upset” the markets. 
 
From here, we think the fate of the current bull market will be determined by three (mainly 
domestic) unknowns; 1) whether the macro policy is effective at putting a floor under the 
economy; 2) if there is an U-turn in regulatory policies for the private sector that helps restore 
confidence and vitality; and 3) whether AI can make significant further breakthroughs, spurring 
investment across tech sectors, and unleashing productivity for entire the economy.  
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“The significance of 
DeepSeek and the 
symposium is that 
they have added 
two new China 
narratives that 
excite global 
investors.” 

https://www.reuters.com/world/china/china-stimulus-scheme-lifted-2024-consumption-growth-by-1-pct-point-2025-01-24/
https://www.reuters.com/world/china/china-stimulus-scheme-lifted-2024-consumption-growth-by-1-pct-point-2025-01-24/
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The rise of DeepSeek and the recent symposium with the private sector have added two new macro 
narratives about China that excite global investors. More countercyclical policy easing remains 
important but is no longer the only way to put China back on the map. 
 
 
 
Recent equity rally powered by AI hype, not policy optimism 
 

Source: Amundi Investment Institute, Bloomberg data as of 5 March 2025. Indices rebased (1-Sep 2024 = 
100). 
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Amundi Investment Institute 
In an increasing complex and changing world, investors need to better understand their environment and 
the evolution of investment practices in order to define their asset allocation and help construct their 
portfolios. 
This environment spans across economic, financial, geopolitical, societal and environmental dimensions. To help 
meet this need, Amundi has created the Amundi Investment Institute. This independent research platform brings 
together Amundi’s research, market strategy, investment themes and asset allocation advisory activities under one 
umbrella; the Amundi Investment Institute. Its aim is to produce and disseminate research and Thought Leadership 
publications which anticipate and innovate for the benefit of investment teams and clients alike.  

 
 
 

 

Definitions 
▪ Asset purchase programme (APP): A type of monetary policy wherein central banks purchase securities from the market to increase money 

supply and encourage lending and investment. 
▪ Basis points: One basis point is a unit of measure equal to one one-hundredth of one percentage point (0.01%). 
▪ Curve flattening: An environment in which the difference (spreads) between yields/rates of short-term and long-term bonds of the same credit 

quality reduces. 
▪ Curve steepening: A steepening yield curve may be a result of long-term interest rates rising more than short-term interest rates or short-

term rates dropping more than long-term rates. 
▪ FOMC: Federal Open Market Committee. 
▪ PEPP: Pandemic emergency purchase programme. 
▪ Quantitative tightening (QT): QT is a contractionary monetary policy aimed to decrease the liquidity in the economy. It means that a CB 

reduces the pace of reinvestment of proceeds from maturing government bonds. It also means that the CB may increase interest rates as a 
tool to curb money supply. 

▪ Volatility: A statistical measure of the dispersion of returns for a given security or market index. Usually, the higher the volatility, the riskier 
the security/market. 

 

Important information 
The issuer of this document is Amundi Hong Kong Limited. This document is not intended as an offer or solicitation with respect to the purchase 
or sale of securities, including shares or units of funds. All views expressed and/or reference to companies cannot be construed as a 
recommendation by Amundi.  Opinions and estimates may be changed without notice.  To the extent permitted by applicable law, rules, codes 
and guidelines, Amundi and its related entities accept no liability whatsoever whether direct or indirect that may arise from the use of information 
contained in this document. This document is for distribution solely to persons permitted to receive it and to persons in jurisdictions who may 
receive it without breaching applicable legal or regulatory requirements. This document and the mentioned website have not been reviewed by 
the Securities and Futures Commission in Hong Kong (the“SFC”). This document is prepared for information only and does not have any regard to 
the specific investment objectives, financial situation and the particular needs of any specific person who may receive this document. Any person 
considering an investment should seek independent advice on the suitability or otherwise of the particular investment.  Investors should not only 
base on this document alone to make investment decisions. Investment involves risk. The past performance information of the market, manager 
and investments and any forecasts on the economy, stock market, bond market or the economic trends of the markets are not indicative of future 
performance.  Investment returns not denominated in HKD or USD is exposed to exchange rate fluctuations. The value of an investment may go 
down or up. This document is not intended for citizens or residents of the United States of America or to any «U.S. Person» , as this term is defined 
in SEC Regulation S under the U.S. Securities Act of 1933. 
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          Discover more from Amundi at www.amundi.com  or visit us on  
 

http://www.amundi.com/

