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China’s Two Sessions to emphasise
economic stability amid heightened
geopolitical tensions

China s Two Sessions will be held between 4-5 March. This is a great
opportunity for the government to announce supportive economic
policies as consumption has weakened. It is also a good chance for the
government to emphasise stability at a time when geopolitical tensions
are high

Two Sessions to set a pro growth tone

This Two Sessions will be a bit different from previous ones. China is still under a zero-Covid
policy and consumption has been weak, while policy implications on the real estate and
technology sectors linger on. Outside China, geopolitical tensions are high while supply chain
disruption and semiconductor chip shortages continue. Against this challenging backdrop, the
government should provide more supportive measures to keep up economic growth, job
opportunities and wages.

We expect the biggest plan for this year to be a fiscal deficit of 3.2% of GDP, including CNY3.85
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trillion of local government special bond issuance, which is an increase from the issuance of
CNY3.47trillion in 2021. These bonds should be used in infrastructure investments. These
include new and old infrastructure projects, like full coverage of 5G for all factories,
digitalisation of factory operations, and building more green energy. When these
infrastructure projects are completed, they should increase the productivity of the economy.

Infrastructure projects usually start with mining activities and infrastructure, and are followed
by, for example, transportation investments. We have already seen mining investments
pick up, and in 2Q22 to 4Q22 we should see infrastructure investments follow.

Infrastructure investments have started with mining
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Yuan becomes a safe haven

The development of geopolitical tensions has made the Chinese yuan a safe haven currency.
From 28 February to 1 March, both onshore CNY and offshore CNH appreciated to 6.30 per
dollar coming from 6.32 about a week ago. This confirms our view that investors are
comfortable holding CNY assets, and have confidence in the Chinese economy and financial
system, which has resulted in the yuan becoming a safe haven currency.

But not all entities in the economy welcome a strong yuan. This is especially true for exporters,
however they can take advantage of this moment to change the invoice currency to CNY to
avoid exchange rate risk.

We also believe that more central banks will hold yuan-denominated assets, which in turn will
give even stronger support for the yuan to keep its safe haven status.
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Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for
information purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms
part of ING Group (being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the
publication is not an investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to
purchase or sell any financial instrument. Reasonable care has been taken to ensure that this publication is not untrue or
misleading when published, but ING does not represent that it is accurate or complete. ING does not accept any liability for
any direct, indirect or consequential loss arising from any use of this publication. Unless otherwise stated, any views, forecasts,
or estimates are solely those of the author(s), as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any
person for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the
Dutch Central Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority
for the Financial Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In
the United Kingdom this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V.,
London Branch is authorised by the Prudential Regulation Authority and is subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. ING Bank N.V., London branch is registered in England
(Registration number BRO00341) at 8-10 Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this
report or effect transactions in any security discussed herein should contact ING Financial Markets LLC, which is a member of
the NYSE, FINRA and SIPC and part of ING, and which has accepted responsibility for the distribution of this report in the United
States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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