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Sluggish growth continues in the first quarter 
of 2022 

The Chinese economy rebounded sharply in 
2021, growing by 8.1%, after a historical low of 
2.3% in 2020. Growth was primarily driven by 
the recovery in domestic demand, most notably 
private consumption. Investment was 
somewhat subdued in 2021, especially in the 
second half of the year, reflecting weakening 
prospects in the real estate sector. Strong 
external demand further supported growth, 
amid robust global demand for consumer 
goods. Still, growth slowed markedly towards 
the end of the year due to the ongoing turmoil 
in the broader construction sector and to more 
widespread and frequent lockdowns in line with 
China’s strict adherence to its zero COVID-19 
policy.  

After falling to 4% y-o-y in 2021-Q4, output 
growth surprisingly picked up in the first 
quarter of 2022 to 4.8% despite the 
introduction of strong lockdown measures in 
several large cities throughout March, most 
notably Shanghai and Shenzhen. Growth was 
driven by still recovering private consumption, 
but also by a stronger contribution from 
investment. Numerous real estate building sites 
were temporarily closed in the last quarter of 
2021 as struggling developers cut expenditure. 
Following government intervention, viable 
projects were transferred to more solvent 
companies, largely state owned, and 
construction activities gradually resumed in 
2022-Q1. 

Uncertain recovery despite policy support 

Growth is expected to remain below its pre- 
pandemic trend in both 2022 and 2023. In 
2022, despite the announced strong fiscal and 
monetary impulse to offset the impact of 
China’s COVID-related measures and weaker 

external demand, growth is forecast to weaken 
to 4.6%. In 2023, growth is projected to 
strengthen somewhat to 5%, but declining 
productivity growth, an excessively leveraged 
corporate sector and geopolitical tensions will 
weigh on economic performance.  

Household consumption recovery is expected to 
remain sluggish, amid increasing uncertainty 
due to more frequent lockdowns in larger and 
more prosperous cities. Household incomes are 
set to be significantly affected by disruptions 
caused by lockdowns, especially among 
migrant workers largely employed in service 
sector jobs with low labour market protection. 
Furthermore, weak retail sales and domestic 
tourism numbers in the first quarter confirm 
households are again responding to greater 
uncertainty by increasing precautionary 
savings. Direct government support to 
household consumption should remain limited 
given the authorities’ preference to boost 
economy through supply side measures.  

    

As real estate investments account for around 
50% of all fixed asset investments, the ongoing 
restructuring in the real estate sector is 
expected to weigh on investment growth in 
both 2022 and 2023. Two consecutive years of 
declining new construction and more frequent 
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China’s growth outlook remains burdened by widespread local lockdowns that disrupt economic 
activity, high corporate indebtedness, especially in the real estate sector, and a worsening 
external environment. Turmoil in the real estate sector is likely to weigh on growth over the 
forecast horizon due to ongoing deleveraging and poor demand. In the run-up to the important 
20th National Congress of the Chinese Communist Party in autumn 2022, authorities are 
expected to prioritise stability, by deploying a sizeable fiscal and monetary stimulus. However, a 
commitment to a disruptive zero COVID-19 policy could undermine efforts to boost growth.      
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project cancellations significantly depleted the 
stock of projects in development. Furthermore, 
in the context of weak demand and constrained 
financing, developers reliant on high leverage 
and quick turnover will likely postpone new 
projects. On the other hand, the expected fiscal 
stimulus in 2022 will largely be delivered 
through increased infrastructure spending. 
Although previous fiscal stimuli resulted in a 
sharp increase in local government debt and 
decreasing returns on investment, it should at 
least partially offset the expected 
underperformance in the real estate sector. 
Furthermore, an expansionary monetary policy 
and stable credit growth in 2022 should 
provide a more favourable environment for 
corporate investment.  

Growth of imports is expected to outpace that 
of exports in 2022 and 2023. Geopolitical 
tensions, rising producer prices and shifting 
consumer preferences in advanced economies 
in favour of services will all weigh on external 
demand for Chinese products. At the same 
time, rising global commodity prices will 
underpin nominal import growth. The current 
account surplus is therefore expected to 
significantly narrow over the forecast period. 

Economic stability will be the primary policy 
priority 

As President Xi is looking to be confirmed to his 

unprecedented third term at the Party Congress 
in autumn, maintaining economic stability will 
be a priority for the authorities in 2022. The 
growth target for the year was set ambitiously 
at “around 5.5%” of GDP. A fiscal impulse, 
estimated at between 2-3% of GDP, is being 
implemented to boost domestic demand 
through higher investment, mostly in 
infrastructure, by local governments and state 
owned enterprises. Furthermore, the expected 
expansionary monetary policy is set to provide 
liquidity to the financial sector throughout the 
year, while looser credit standards should 
incentivise credit demand. Already in April, the 
banks’ reserve requirement ratio was lowered 
by 25 basis points, freeing up RMB 500 billion 
(around 0.45% of GDP) for new lending.  

A number of risks cloud the outlook. Significant 
deviations from the zero COVID-19 policy are 
unlikely at least until the Party Congress, as the 
authorities seek to maintain credibility. This 
policy is already undermining their efforts to 
boost economic growth and will remain the 
main downside risk to the economic outlook. At 
the end of April, cities accounting for around 
42% of China’s GDP were at least in a partial 
lockdown. Other short-term risk stem from 
increased geopolitical uncertainties, supply 
chain disruptions and high food, energy and 
commodity prices. 

 

 

   
 
 

Table II.36.1:

bn CNY Curr. prices % GDP 02-17 2018 2019 2020 2021 2022 2023

GDP 101356.7 100.0 9.4 6.7 6.0 2.2 8.1 4.6 5.0

Private consumption 38718.6 38.2 - - - - - - -

Public consumption 17362.5 17.1 - - - - - - -

Gross fixed capital formation 43062.5 42.5 - - - - - - -

Exports (goods and services) 18880.5 18.6 13.8 4.0 0.4 2.1 18.2 2.1 3.1

Imports (goods and services) 16227.5 16.0 12.8 7.3 -3.7 -1.0 11.0 3.6 5.8

GNI (GDP deflator) - - - - - - - - -

Contribution to GDP growth: - - - - - - -

- - - - - - -

- - - - - - -

Employment - - - - - - -

Unemployment rate (a) 4.1 3.8 3.6 4.2 4.0 - -

- - - - - - -

- - - - - - -

Saving rate of households - - - - - - -

3.7 3.5 1.3 0.5 4.4 2.8 2.6

Consumer price index (c) 2.4 2.1 2.9 2.5 0.9 - -

- - - - - - -

Trade balance (goods) (b) 4.4 2.7 2.8 3.5 3.2 2.6 2.5

4.0 0.2 0.7 1.9 1.9 1.6 1.5

- - - - - - -

- - - - - - -

- - - - - - -

Current-account balance (b)

Main features of country forecast - CHINA

2020 Annual percentage change

Inventories

Net exports

Compensation of employees/head

Unit labour costs whole economy

Domestic demand

GDP deflator

Terms of trade goods (b)

Structural budget balance

(a) urban unemployment, as % of labour force.  (b) as a percentage of GDP. (c) national indicator.

General government gross debt (b)

General government balance (b) 




