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Looking to the 19th Congress
What do we look for in the 19th Congress beyond reforms?
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Consolidation of Xi Jinping's power
The Chinese government has set the scene for the Politburo in terms of introducing more State
Owned Enterprise (SOE) reform cases. We need to now think ahead to what else we can expect
from the 19th Congress.
The most important point to note in the Party Congress is changes of Party members in the
Politburo. We expect any changes to consolidate Xi Jinping’s power at the top of the Party. And
this suggests that reform and anti-corruption campaigns will continue.

Impact on the economy from Xi's power consolidation

Source: ING Bank

The sustainability of economic growth
Xi Jinping will draw attention to still solid GDP growth even though the Chinese economy has been
under supply-side reform, which has cleaned up companies in overcapacity sectors. In other
words, from the viewpoint of the government, supply-side reform could be positive for future
growth. We agree on this point, as signaled by strong growth in industrial profits (21.6% YoY YTD in
August 2017).
If Xi Jinping cannot line up party members who are in his camp for roles at the top of the Party,
then the anti-corruption exercise will likely stop. This would also risk the continuation of SOE
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reforms, and would put the sustainability of economic growth at risk for the next five years. If the
anti-corruption exercise were to stop, there would be revitalisation of retail sales because of likely
return of lavish spending.
The market largely expects that the government to reaffirm its economic growth target of
doubling GDP between 2010 and 2020 (which was set in the 18th National Congress in November
2012). But we think that the government will be more aggressive on this target because Chinese
GDP reached 90% of the 2020 target in 2016. Our forecast of real GDP growth is 6.8%, 6.7%, 6.7%
and 6.5% for 2017 to 2020. If GDP growth is in line with our forecasts, then Chinese GDP would be
around CNY96 trillion in 2020.

21.6%

August 2017 industrial profits
growth (YoY%)
Signalling strong growth

Still high industrial profit growth even companies undergo clean up
reforms

Source: Bloomberg, ING bank

The future of economic growth
As the target of doubling the economy by 2020 is well within sight, we believe that the
government will be more aggressive on growth. It may not set a specific growth rate but using the
same wording as in the Government Working Report of “around 6.5%” for the decade into 2025.

We believe that the government will be more aggressive
on growth.
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If there is no reference to any GDP target, then the tone may change to highlighting reforms. One
of the possible targets could be setting an upper limit of leverage ratios for SOEs and local
governments. This might be seen as good news for the longer term (over 5 years) at the cost of
short- to medium-term growth (2-3 years).

Looking for targets into 2025

Source: ING Bank

Other expectations
We also expect to see plans to boost the economy by increasing the prevalence of high-tech and
greater use of clean energy. Specific targets may be set for these industries. We do not expect any
specific time frame or details on RMB internationalisation reform. Despite this, if the announced
economic growth target is around 6.5% then it would give a sturdy fundamental background for
CNY appreciation.
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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 NV 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. The producing legal entity 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
subject to limited regulation by the Financial Conduct Authority (FCA). ING Bank N.V.,
London branch is registered in England (Registration number BR000341) 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.
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