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What to watch for at 2019 NPC

Monday, March 04, 2019

We will pay more attention to eight areas at the upcoming National People’s
Congress beginning from tomorrow.

First, China will set its key target for major economic indices. GDP growth for
2019 is expected to be lowered to 6-6.5% range after 23 provinces have
downgraded their growth target in their local NPC. Market will closely monitor
whether China will set a quantified target for M2 growth, which was omitted last
year.

Second, fiscal is always one of the most important elements for the NPC as China
will set all the budgets for government expenditure to support long term
sustainable growth. Two numbers will be highly watched including the fiscal
deficit target and quota for local government special bond issuance. Fiscal deficit
target is likely to be set at 2.8%, higher than previous years but lower than
market expected 3%. Any fiscal deficit target above 2.8% could be a positive
surprise. The local government special bond issuance quota is expected to be
raised to above CNY2 trillion from CNY1.35 trillion in 2018. Against the backdrop
of standardizing the stealth debt, China may reply more on special bond to
stabilize the infrastructure investment growth, which is expected to stay
between 5-10%.

Third, based on the assumption of 2.8% fiscal deficit target. We think China’s
nominal fiscal deficit may go up to about CNY2.8 trillion. Given about 65% of
deficit may be funded by central government. Total government bond issuance
after taking CNY2.1 trillion maturing profile into account will be close to CNY4
trillion.

Fourth, tax cut and reduction of administrative fees will be one of the key
focuses. Should China announce the VAT cut for manufacturing sector by more
than 2%, it may boost market sentiment.

Fifth, on monetary policy, the overall tone is expected to repeat the messages
from the Central Economic Working Conference last December 2018. China is
likely to keep its liquidity stable at a reasonable level.

Sixth, on property market. China may continue to allow local government to set
their own policies. As such, we might see some marginal easing on property
front. However, given most provinces have lowered their target for the revamp
of shanty town. Property investment is likely to be capped.
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Seventh, “new infrastructure plan” is likely to be the new hot term going
forwards. China will push ahead with investments in 5G, artificial intelligence,
internet of things etc as top priority to nurture new growth engine. Although it is
still not enough to replace the old growth engines such as investment and
property, it may partially make up the loss of growth from the old engine.

Eighth, China may continue to open its domestic market against the backdrop of
trade war. China’s NPC may approve the new foreign investment law to improve
market accessibility to foreign investors.
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This publication is solely for information purposes only and may not be published, circulated, reproduced or
distributed in whole or in part to any other person without our prior written consent. This publication should not be
construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments mentioned
herein. Any forecast on the economy, stock market, bond market and economic trends of the markets provided is not
necessarily indicative of the future or likely performance of the securities/instruments. Whilst the information
contained herein has been compiled from sources believed to be reliable and we have taken all reasonable care to
ensure that the information contained in this publication is not untrue or misleading at the time of publication, we
cannot guarantee and we make no representation as to its accuracy or completeness, and you should not act on it
without first independently verifying its contents. The securities/instruments mentioned in this publication may not be
suitable for investment by all investors. Any opinion or estimate contained in this report is subject to change without
notice. We have not given any consideration to and we have not made any investigation of the investment objectives,
financial situation or particular needs of the recipient or any class of persons, and accordingly, no warranty whatsoever
is given and no liability whatsoever is accepted for any loss arising whether directly or indirectly as a result of the
recipient or any class of persons acting on such information or opinion or estimate. This publication may cover a wide
range of topics and is not intended to be a comprehensive study or to provide any recommendation or advice on
personal investing or financial planning. Accordingly, they should not be relied on or treated as a substitute for specific
advice concerning individual situations. Please seek advice from a financial adviser regarding the suitability of any
investment product taking into account your specific investment objectives, financial situation or particular needs
before you make a commitment to purchase the investment product. OCBC and/or its related and affiliated
corporations may at any time make markets in the securities/instruments mentioned in this publication and together
with their respective directors and officers, may have or take positions in the securities/instruments mentioned in this
publication and may be engaged in purchasing or selling the same for themselves or their clients, and may also
perform or seek to perform broking and other investment or securities-related services for the corporations whose
securities are mentioned in this publication as well as other parties generally.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share,
communicate, distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any
information contained herein (such report, part thereof and information, “Relevant Materials”) to any person or entity
(including, without limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such
person or entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree
not to share, communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that
is subject to the Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial
Instruments Regulation (600/2014) (“MiFIR”) (together referred to as “MiFID 11”), or any part thereof, as implemented
in any jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any
Relevant Entity with any law, rule, regulation, guidance or similar (including, without limitation, MiFID II, as
implemented in any jurisdiction).
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