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3 
Things  
to know 
1. 
The Chinese economic outlook 
is very dependent on the level 
of Trump’s tariffs.  

2. 
We expect 4.5-5% economic 
growth in case of 20% tariff. 

3. 
Chinese government 10-year 
bond yield to rebound; see 
9.5% upside for equities. 
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MACROECONOMIC VIEW  
As always with China, the importance to the government of achieving 
a desirable growth rate distinguishes it from other countries. We 
think there is a decent probability the government sets a robust 
2025 growth target even if there is significant uncertainty around 
the scope and impact of US tariffs. 

The GDP growth target, together with other key economic goals (e.g. 
fiscal deficit, government bond quota) will be decided at the Politburo 
meeting and central economic working conference in December and 
will be announced to the public in “Two Sessions” next March.   

Under our baseline scenario of a 20% tariff, additional Chinese policy 
measures, helped by a weaker renminbi, could roughly offset the 
negative impact from US tariffs. But if the US applies an additional 
60% tariff, the costs could be too great to offset fully. We think there 
is decent probability the government may set a growth target at 
around 5% or with a range between 4.5%-5% for 2025. 

Given the expected imposition of tariffs, we expect to see a lower 
contribution from net exports and slower private manufacturing 
investment. This would be roughly offset by stronger 
fiscal/housing/monetary policy efforts, reflected in faster government 
consumption and investment, and less drag from the housing sector. 

We expect deflation, gauged by the GDP deflator, could continue in 
the near term, and for inflation to stay low though probably turn 
slightly positive towards H2 2025. 

INVESTMENT IMPLICATIONS  

Fixed income: 10-year Chinese government bond yield to rebound 
to 2.0% by end-2025, as we expect Chinese stimulus to rely on fiscal 
policy and structural reforms. Nevertheless, should the authorities 
loosen monetary policy aggressively, it would accentuate fears of a 
‘Japanification’ of its bond market. 

Equities: In a base case scenario of 20% additional tariffs from the 
US but with a robust policy response from the Chinese 
government, we expect the MSCI China to reach a price target of 
71 at end-2025, implying 9.5% upside from the current level. 
Uncertainties are high, however, depending on Trump’s trade 
policies, which could lead to big swings in Chinese equities’ 
valuations and the earnings outlook. 
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Legal disclaimer: 
This marketing communication (hereinafter “the 
Document”) serves merely for information purposes  
and for reference only in relation to services or products 
provided by the bank. It is intended for general 
circulation and its content may only be read and/or used 
by its addressee. This Document is not intended for and 
must neither be provided to persons that are citizens of, 
domiciled or resident in, or entities registered in a 
country or a jurisdiction in which its distribution, 
publication, provision, or use would violate current laws 
and regulations. 

It does not constitute an offer, a solicitation of an offer,  
a recommendation, or an invitation to buy, sell or 
subscribe to securities or other financial instruments, 
nor it is meant as a proposal for the conclusion of any 
type of legal relation, agreement or transaction with the 
bank or with any third party. Moreover, nothing in this 
Document constitutes financial, investment or legal 
advice. The bank reserves the right to alter its services, 
products or prices at any time without prior notice. 

This Document sets forth neither a personal 
recommendation tailored to the needs, objectives, and 
financial situation of any individual or company nor the 
result of investment research. The addressee should 
consider the suitability of a product or service to 
individual objectives and independently assess, with a 
professional advisor, the specific financial risks as well 
as legal, regulatory, credit, tax and accounting 
consequences. Using this Document implies no right nor 
obligation for any employee or for its addressee. The 
bank is under no obligation to update the information 
contained in this Document, and no representation or 
warranty, express or implied, may be made as to its 
accuracy or completeness. 

The bank is not liable for the use, transmission, or 
exploitation of the content of this Document. Therefore, 
any form of reproduction, copying, disclosure, 
modification and/or publication of this Document in  
any form or by any means whatsoever is not permitted 
without the prior written consent of the bank and no 
liability whatsoever will be incurred by the bank. The 
addressee of this Document agrees to comply with the 
applicable laws and regulations at the jurisdiction where 
they use the information provided in this Document 
including the field of copyright law. The addressee m 
ay not violate the copyright on this Document. This 
Document and its content may not be cited unless the 
source is indicated. 

All rights reserved. Copyright 2024. 
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