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Offsetting tariff headwinds: stimulus after retaliation  
External headwinds loom large, especially after the US decided to levy another 84% 
tariffs on China. We believe China’s strategy is to follow a “retaliate, stimulate, 
negotiate” tactics. Given China has already retaliated with a “reciprocal” blanket 84% 
tariffs on all US imports, the next question lies in how China may stimulate to neutralize 
the elevated risk. Earlier at the NPC in March, policy makers adopted the rare phrase 
"dynamically adjusting policies according to the changing situation" to signal a higher 
level of policy flexibility amid rising uncertainties. Apart from monetary easing including 
rate cuts and RRR cuts, we believe fiscal stimulus will take the heavy lifting, and policy 
makers are likely to roll out part of the grand plans as early as this month.  

Pathway to follow: from fiscal expansion to fiscal stimulus 
China has significantly eased its fiscal policy since 4Q24, and increased its on-balance 
sheet deficit to 4.0% this year. Fiscal expenditure growth has in turn improved and 
contributed in stabilizing domestic demand. That said, notwithstanding this nearly 10% 
GDP-equivalent fiscal package, most fiscal expansion this year so far is only towards risk 
containment (targeting local fiscal shortfall and property market turmoil), instead of 
directing towards areas with higher fiscal multipliers such as investment and 
consumption stimulus. Currently, the immediate impact of this fiscal composition is less 
visible elsewhere, other than the credit growth rebound supported by government sector 
financings. We see more room for a further step-up in fiscal stimulus, by as much as 
another RMB2tn (equivalent to 1.5% GDP) more of borrowing. 

Stimulus phase I: to households, to consumption 
The stimulus, in our view, may come in two phases, firstly on consumption, then on 
investment. With the top-priority goal being to boost consumption, we expect as much as 
RMB600bn stimulus towards households to roll out first, in two new areas: 

(1) The long-waited childbirth subsidies could be the next to watch. We expect a 
coordinated policy framework to be introduced at both national and local level as early 
as this month, with annual subsidies reaching as much as RMB300bn to boost newborns.  

(2) Separately, other than further broadening the categories within the consumer goods 
trade-in policies and to inject with more subsidies (RMB100-200bn), promoting services 
consumption at a national level is also likely. Catering, accommodation, tourism and 
sports are likely to be included, but at a relatively small size (RMB50-100bn) initially. 

Stimulus phase II: investment to lift the aggregate demand 
Consumption stimulus alone may still be insufficient. If past cycles can be any reference, 
the most effective Chinese-style stimulus is always towards investment. In our view, 
stimulus towards investment will be put on the table, to achieve the goal of “property 
market stabilization” as well as facilitating investment in strategic areas. With the 
preparation of 15th Five-Year Plan (2026-30), more feasible projects are in the pipeline, 
and funded with additional Special CGB issuance (about RMB1.4tn) likely from mid-year. 
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Current fiscal support insufficient to absorb the shock 
A 10% GDP-equivalent fiscal expansion in place… 
The annual fiscal budget plan for 2025 was released after the final approval from the 
NPC, and fiscal policy stance turned “more proactive” this year from a “proactive” 
stance in 2024. It comes with a notable increase in fiscal deficit to 4% (from 3% last 
year) and more issuance of special CGBs. The total fiscal tools are equivalent to as much 
as 10% of GDP, highlighting step-up in fiscal expansion this time around.  

That said, many have argued that the current seemingly higher fiscal deficit is not 
sufficient for a growth turnaround, and we see three reasons behind that: 1) less off-B/S 
financing limited the increase in augmented fiscal balance; 2) reasonable fiscal income 
projection capped the expenditure growth; 3) current direction of use mostly towards 
risk containment, instead of areas with higher fiscal multipliers such as investment and 
consumption stimulus. (See more in the Appendix).  

… yet, unlikely to offset the external shock 
So far, there has been an improvement in expenditure growth since 4Q24, suggesting 
the accelerating pace has been sustained (Exhibit 1). We also note that the latest fiscal 
policy step-ups have moved in the right direction. The focus on promoting science & 
technology, education, and strategic investment in the budget plan will likely help 
enhance productivity growth in China over the medium term, while the new focus on 
boosting consumption could also contribute to demand stabilization. However, the 
growth shortfall looms large, as in 2024, total growth contribution from net exports was 
equivalent to 1.5ppt (Exhibit 2). In other words, only to modest stabilize, rather than 
stimulate domestic demand will not be sufficient in meeting this year’s growth target.  

Exhibit 1: Fiscal spending and income growth  
We see notable improvement in fiscal spending since 4Q24 

 
Source: CEIC, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 2: GDP by expenditure 
In 2024, of the 5% GDP growth, 1.5ppt came from net exports 

 
Source: CEIC, BofA Global Research  

BofA GLOBAL RESEARCH 
 

Facilitated credit expansion, while more are expected 
Currently, owing to the fast issuance of local government refinancing bond (already 
exceeded 60% of last year’s issuance), and the on-track LGSB issuance, total social 
financing growth stabilized in the year-start (Exhibit 3). In turn, our BofA FCI (financial 
condition index) has also eased to 96.3 in Feb from 97.2 in Dec’24, despite the recent 
rebound in money market rates and treasury bond yields. But, due to a lack of immediate 
stimulus, the economic impact seems less visible elsewhere, other than the credit 
expansion from government sectors. The improvement in government bond issuance has 
also failed to fully lift credit demand from both corporate and household sectors.  

After all, fiscal expansion revealed in 2025 budget plan looked less exciting than what 
the headline suggests. Will it still serve as a cornerstone for growth stabilization? Before 
the trade conflict escalation, we may see a modest stabilization amid these announced 
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fiscal expansions. However, given US decided to impose a total of 125% tariffs on China, 
more policy stimulus appears to be needed. 

Exhibit 3: New TSF breakdown in Jan-Feb (2020-2025) 
Of the record-high new TSF in Jan-Feb, the share of government bond 
issuance rose sharply to over 25% 

 
Source: Wind, BofA Global Research  

BofA GLOBAL RESEARCH 
 

  

Pathway to follow: from fiscal expansion to fiscal stimulus 
As highlighted in our earlier report (see: China Viewpoint), we believe China’s strategy is 
to follow a “retaliate, stimulate, negotiate” tactics. Given China has already retaliated 
with a “reciprocal” blanket 84% tariffs on all US imports, next question is how China 
may stimulate to hedge the elevated risk. Earlier at the NPC in March, policy makers 
adopted the rare phrase "dynamically adjusting policies according to the changing 
situation" to signal a higher level of policy flexibility amid rising uncertainties. Apart from 
monetary easing including rate cuts and RRR cuts, we believe fiscal stimulus will take 
the heavy lifting, and policy makers are likely to roll out part of the grand plans as early 
as this month. 

Exhibit 4: Fiscal deficit estimate 
We expect government to allow further widening in both consolidated and 
augmented deficit this year 

 
Source: CEIC, BofA Global Research estimates; Note the dotted line is based on projection with 
potential announced stimulus packages 

BofA GLOBAL RESEARCH 
 

 Exhibit 5: Expect govt bond-funded fiscal support to key areas (ex-
fiscal deficit 
See a step-up in fiscal expansion with more directed towards consumption 
and investment 

 
Source: CEIC, BofA Global Research estimates Note: risk containment includes local govt debt 
swaps, bank capital injections, idle-land buy backs etc., investment includes both infrastructure 
investment & manufacturing investment 

BofA GLOBAL RESEARCH 
 

We expect the following consumption-stimulus measures to be firstly considered to 
partially hedge with the elevated external risks, while the effort towards boosting 
investment is also warranted in the coming months. We see more room for further step-
up, likely another RMB2tn or 1.5% GDP-equivalent stimulus are on the table (Exhibit 5). 
Such measures will help to hedge about 0.7-1ppt of GDP growth shock and may help 
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with the growth stabilization, especially in 2H25. The consolidated and augmented fiscal 
deficits are also likely to widen by 2ppt or more versus the budget-implied numbers 
(Exhibit 4). 

Stimulus phase I: To households, to consumption 
What’s new we can expect in the near term? One clear answer is working on the top-
priority goal highlighted in the GWR, i.e., boosting consumption. And the next window is 
seen near term, especially for the long-waited childbirth subsidy program, in our view. In 
total, we may expect another RMB600bn-worth package towards consumption, 
according to our estimate. 

More local gov’t efforts showcase childbirth nation-wide subsidies on the way 
Among all areas towards consumption, one key aspect to look at is the potential policies 
on boosting birth rates. This is one of the few areas that still lacks further clarity in 
terms of policy magnitude, and see a size as much as RMB300bn (0.2% GDP) per year.   

Exhibit 6: China’s newborn breakdown 
In 2024, total newborns rebounded to 9.5mn, while in 2022, 2nd or above 
child’s newborn share came in at about 45%, with 4.3mn in total 

 
Source: CEIC, BofA Global Research  

BofA GLOBAL RESEARCH 
 

 Exhibit 7: Local government child subsidy plans 
Select regions have already introduced subsidy policies to pro-birth 

  City Child subsidies policies 

One-off subsidy 

Shenzhen 

Childcare subsidies: RMB3,000 for the first child, 
RMB5,000 for a second child, RMB10,000 for a third 
child (or more);  
Additional annual subsidy of RMB1,500/2,000/3,000 
for 3 years 

Hangzhou 

Maternity subsidies: RMB2,000 for a second child, 
RMB5,000 for a third child (or more); 
Childcare subsidies: RMB5,000 for a second child, 
RMB20,000 for a third child (or more). 

Nanjing 

Maternity subsidies: RMB28,889 for the first child, and 
more for the 2nd or more children;  
Unemployed women could get 3 months jobless 
claims at once 

Hohhot 
Childcare subsidies: RMB10,000 for the first child, 
RMB50,000 for a second child, RMB100,000 for a third 
child (or more);  

Monthly subsidy 

Jinan 

RMB600 per month for families to have a second child 
(or more);  
and additional RMB200 per month for mother 
unemployed or in poverty for 3 years 

Harbin 
RMB500 per month for families to have a second child,  
and RMB1,000 per month to have a third child (or 
more) for 3 years  

Source: Local governments, BofA Global Research 
BofA GLOBAL RESEARCH 

 

The current practice varies from city to city, with either one-off subsidies or monthly 
ones (Exhibit 7). In our earlier estimate (see also: Interpreting fiscal package), a rough 
calculation of subsidies provided to ‘2nd or above children’ family with about RMB10,000 
per year per child for the first three years (with 4.3mn newborns included for the first 
three years) suggests an annual fiscal support of RMB150bn. If we include all families 
with newborns (including first child as well), as evident from cities such as Hohhot, the 
size could at least double (to annual subsidy of about RMB300bn, if considering multi-
year support). Also, with a high propensity to consume such subsidy (as this is for child 
caring), its fiscal multiplier would be relatively meaningful. 

In terms of timelines, we may expect a more detailed nationwide guideline to be rolled 
out soon. The discussion on such mechanism has started six months ago, and we believe 
the timing is more certain after taking into consideration both national and local level 
coordination. 
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More can be included in the consumer goods trade-in program 
Fiscal supports on goods consumption have shown to be effective last year, especially 
for large-ticket items (Exhibit 8). According to the Ministry of Commerce, RMB150bn-
worth subsidy (0.1% of GDP) facilitated auto sales of RMB920bn in 2024, as well as 
home appliances sales of RMB240bn. This year, consumer-subsidy programs have been 
expanded to include small consumer electronics, such as phones and tablets, while the 
eligibility for auto trade-ins has also been loosened.  

With the doubling of the subsidy (RMB300bn, or 0.2% of GDP), we expect it to continue 
support retail sales growth this year. E.g., the inclusion of mobile phones into the 
consumer goods trade-in program has helped the rebound in communication appliance 
sales in Feb (26.2%), and the sales of household appliances remained resilient. However, 
after some front-loading, sales of autos have normalized, along with selected home 
appliances recently.  

Although the current trade-in policies have already included most of the large-ticket 
items, fine-tuning still has room, in our view. Currently, the trade-in program covers 
eight major categories at the national level, while some local governments included 
more, including home decoration materials, aging-friendly renovation products, smart 
home devices. Policy makers can marginally include such categories, and/or to further 
increase the subsidy amount for high-value purchases. An additional subsidy of RMB100-
200bn is likely, in our view. 

Exhibit 8: Retail sales growth by key supported categories 
Consumer goods trade-in policies helped to support key large-ticket item 
sales since 2H24 

 
Source: CEIC, BofA Global Research 

BofA GLOBAL RESEARCH 
 

 Exhibit 9: Retail sales (goods & catering)  
Catering retail sales continued to remain muted after the initial spike post-
reopening 

 
Source: CEIC, BofA Global Research 

BofA GLOBAL RESEARCH 
 

Potentially from goods consumption to services 
Separately, promoting services consumption at the national level may also be another 
new area to focus.  

The GWR emphasized the need to expand services supply in areas like health, elderly 
care, childcare, and home services. In addition, there was also language around the 
promotion for new consumption scenarios related to culture, tourism, and sports. With 
the promising box-office revenue contributed by Nezha 2 earlier this year, as well as the 
still-muted catering sales growth (Exhibit 9), we expect policy makers to gradually shift 
their focus to services consumption as well and start introducing fiscal subsidies toward 
catering and cultural & tourism if additional consumption boosts are needed. Note that 
local governments have already introduced similar measures over the past few years. For 
example, Shanghai recently launched another round of consumer coupons toward 
catering and tourism (Exhibit 10).  

-20

-10

0

10

20

30

40

Jan-24 Mar-24 May-24 Jul-24 Sep-24 Nov-24 Jan-25

% yoy Retail sales (headline)
Household appliance
Auto
Communication appliance

start of auto & home 
appliance trade-in

start of mobile 
phone trade-in

-30

-5

20

45

Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24 Jan-25

% yoy Retail sales Retail sales: goods

Retail sales: catering



 
 

6 China Viewpoint | 10 April 2025  
 

 

Exhibit 10: Consumption coupons in Shanghai 
Shanghai provided multiple consumption coupons covering services over the past years, mostly focused on catering and tourism 

Date Size Area Method and coupon type 

Aug 22 –  
Nov 22 RMB1.1bn Goods, catering and 

accommodation 

Consumers registered online for coupons were selected randomly; 
Coupon type ranged from RMB25 (available with over RMB50 expense) to RMB100 
(available with over RMB300 expense).  
Coupon will be valid for next 20 days after issuance 

Sep 24 – 
Nov 24 RMB360mn Catering 

Consumers first came were first served 
Coupon type: RMB50-90 (available with over RMB300 expense), RMB100-150 (available 
with over RMB500 expense), RMB200-240 (available with over RMB800 expense) and 
RMB300 (available with over RMB1,000 expense).  
Coupon will be valid for next 7 days after issuance 

Feb 25 –  
Jun 25 RMB500mn 

Catering (RMB360mn), 
tourism (RMB90mn), 
movie (RMB30mn) and 
sports (RMB20mn) 

Consumers registered online for coupons will be selected randomly, only one coupon 
could be used per day 
Coupon type: 
1. Catering: RMB90 (available with over RMB300 expense), RMB180 (available with over 
RMB500 expense), and RMB400 (available with over RMB1,000 expense). 
2. Tourism: 
     1) accommodation coupons: RMB90-360 (available with over RMB300-1,200 expense) 
     2) sightseeing coupons: RMB15-75 (available with over RMB30-150 expense) 
3. Movie: Varied by ticket type with max RMB30 reduction per ticket; 
4. Sports: RMB5-8 (available with over RMB10-120 expense) 

Source: Shanghai government, BofA Global Research 
BofA GLOBAL RESEARCH 

However, such measures still lack national-level implementation experiences, and 
cultural & tourism resources vary from place to place. Hence, regional pilots rather than 
at universal level are more likely if such measures were to be further implemented soon, 
in our view. If there is a possible national-level subsidy, in terms of sizes, current 
Shanghai’s subsidy program covers a period from end-Feb to June at RMB500mn. Thus, 
if we borrow its experience and simply divide by its share of national retail sales (3.68% 
in 2024), the annualized subsidy size for services consumption could reach nearly 
RMB50bn, or even RMB100bn if the coupon discount turns more generous. Such 
services consumption related coupons also told to have a high multiplier (4x, according 
to government measures); hence it will help to improve services consumption and the 
respective tertiary sector employment.  

Stimulus phase II: investment to lift the aggregate demand 
Consumption stimulus alone may still be insufficient. If past cycles can be any reference, 
the most effective Chinese-style stimulus is always towards investment. In our view, 
stimulus towards property investment is on the table, in achieving the goal of “property 
market stabilization” and facilitating investment in strategy sectors. With preparation of 
15th Five-Year Plan (2026-30), more feasible investment projects are in the pipeline, and 
funded with additional Special CGB issuance (of about RMB1.4tn) likely from mid-year. 

Accelerating planned bond issuance and calls for fast implementation 
This year, policy makers have added another RMB500bn quota and relaxed the issuance 
approval progress of LGSBs, providing more autonomy at the local level by allowing a 
number of major provinces to approve LGSB usage by themselves. So far, the issuance 
pace has been on track, with RMB960bn-worth LGSB issued in 1Q (Exhibit 11), and most 
of the funding were directed towards infrastructure investment (Exhibit 12). The new 
usage idle-land buyback has also been included and issued by Guangzhou and Lanzhou 
governments earlier this year to enhance developers’ financial conditions.  

Near-term, with increasing necessity of policy boost, a fast issuance and implementation 
is warranted, and we may see a much faster LGSB issuance pace similar to 2022 amid 
the increasing autonomy in issuance at the local level. Separately, we see the fast 
issuance and implementation of this year’s RMB1.3tn special CGB, before any new quota 
that will be approved by the authority later in the year.  
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Exhibit 11: LGSB issuance pace 
2025 LGSB issuance is largely on track, as of end-March 

 
Source: Wind, BofA Global Research  

BofA GLOBAL RESEARCH 
 

 Exhibit 12: Usage breakdown for the 2025 ytd newly issued LGSB 
Year-to-date, we see most of the LGSB funding were directed towards 
infrastructure projects 

 
Source: Wind, BofA Global Research 

BofA GLOBAL RESEARCH 
 

Property & strategic areas; 1% GDP-worth fiscal package in sight 
In addition to the acceleration and implementation of earlier in-plan projects, a basket of 
new investment projects is also in sight towards demand-boosting stimulus. In our view, 
additional resources are likely to be allocated into two areas later this year, as much as 
RMB1.4tn or more, towards property investment and investment in strategic areas. 

Policy makers have called for “property market stabilization” in the GWR, after a multi-
year correction. Despite some improvement in the housing prices and sales, property 
investment is still in a deep contraction, and await further policy support. In our view, by 
accelerating the pace of urban renewal programs, including the relaxation requirement in 
urban village redevelopment, it could create new investment demand. Although the 
overall impact looks much smaller than the shantytown redevelopment from a decade 
ago (Exhibit 14), it could still play an important role in investment stimulus, and we 
expect special CGB or LGSB to be utilized as an additional funding source this time. 

Exhibit 13: China FAI (fixed asset investment) growth 
Real estate investment growth in a deep contraction in Jan-Feb 

 
Source: CEIC, BofA Global Research  

BofA GLOBAL RESEARCH 
 

 Exhibit 14: PSL and LGSB for shantytown 
During 2014-2017, notable PSL (pledged supplement lending facility) has 
been injected to support shanty town renovation, while LGSB also played a 
role afterwards 

 
Source: Wind, BofA Global Research 

BofA GLOBAL RESEARCH 
 

In terms of investment in strategic areas, with the preparation of 15th Five-Year Plan 
(2026-30), more major projects can be added to the pipeline, especially in the second 
half of this year. Additional public investment towards facilitating new urban citizens is 
one important direction. We believe more investment will be committed to improving 
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social-welfare facilities, such as upgrading and reconstruction of underground pipe 
network, as well as other public facilities toward healthcare, entertainment, etc. 

AI facility investment a viable option, but private firms may take lead 
Separately, some expectations on additional fiscal support to tech investment are also 
building up after the rise of DeepSeek. Multiple large Chinese tech companies have 
already announced more aggressive capex plans over the coming years to invest in AI-
related infrastructure, including Alibaba (RMB130bn) and Tencent (RMB100bn). The 
government is likely to increase its participation in the AI-related investment in the 
medium term but, currently private companies are taking the lead. Further, investment is 
also less likely to have a strong impact on domestic economy even with notable capex 
plans. Chinese tech companies are mostly utilizing their investment for advanced chip 
purchases, which are more imports related, rather than domestically produced. 

 

Appendix: All you need to know about the 
2025 budget plan 
Progress so far: from “proactive” to “more proactive” 
The annual fiscal budget plan for 2025 was released after the final approval from the 
NPC, and fiscal policy stance turned “more proactive” this year from a “proactive” 
stance in 2024. It comes with a notable increase in fiscal deficit to 4% (from 3% last 
year) and more issuance of special CGBs. The total fiscal tools are equivalent to as much 
as 10% of GDP. 

The underlying fiscal policy direction has also been evolved over the past quarters, from 
“curbing bond issuance in debt overhang regions” in 1Q24, to “swapping local 
government hidden debt” in 4Q24, then to “allowing selected provinces to self-approve 
and issue LGSB” in 1Q25. We see continued finetuning of fiscal policy implementations 
along with the step-up in fiscal expansion this time around. That said, many have argued 
that the current seemingly higher fiscal deficit is not sufficient for a growth turnaround, 
and we see three reasons behind that: 1) less off-B/S financing limited the increase in 
augmented fiscal balance; 2) reasonable fiscal income projection capped the expenditure 
growth; 3) current direction of use towards areas with low fiscal multipliers.  

(1) Record-high on-B/S fiscal expansion, but less off-B/S financing  
It is important to measure the overall size of the fiscal expansion in the first place. Doing 
so through a fiscal-budget-balance perspective would be the most-straight-forward 
method. Overall, more financing through “front door” (government bond issuance) is well 
anchored this year, while off-balance sheet fundings will likely narrow from previous 
years. This could be a paradigm shift, and we need to always look at the broader 
definition of fiscal deficit to assess the size of fiscal packages going forward. For 2025, 
this number (augmented fiscal deficit) is likely to be slightly lower than that of 2024 if 
without further stimulus, marking a modest fiscal expansion than what the headline 
suggests (Exhibit 15).  
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Exhibit 15: China fiscal deficit 
According to the budget plan, fiscal deficit will widen for both headline and 
consolidated balance, while that of augmented is likely to narrow on debt 
control for hidden debts 

 
Source: Wind, CEIC, BofA Global Research estimates; Note: Forecast in 2025 without the potential 
stimulus package 

BofA GLOBAL RESEARCH 
 

 Exhibit 16: Fiscal expansion (by types of government bonds)  
In 2025, the budget plan suggested the additional fiscal expansion is likely to 
be 1.8% of GDP, or RMB2.9tn, compared with 2024 

 
Source: Wind, BofA Global Research; Note: fiscal deficit includes the issuance of LGGB and CGB; 
Forecast in 2025 without the potential stimulus package 

BofA GLOBAL RESEARCH 
 

From “back door” to “front door”: government bond issuance takes lion’s share 
According to the budget plan, total government bond net new issuance could reach 
RMB14tn, or 10% of GDP this year, significantly higher than 7.3% and 8.2% witnessed in 
2023 and 2024, respectively (Exhibit 16). If we break down the new issuances, we see 
more issuances of conventional government bonds, special treasury bonds, LGSBs, as 
well as continued issuances of local government special refinancing bonds.  

Exhibit 17: China fiscal balance 
The consolidated fiscal balance is likely to increase to 9.6% of GDP this year, but the local government off-
balance sheet borrowings may see lesser expansion 

(% of GDP) 2018 2019 2020 2021 2022 2023 2024 2025F 
Headline fiscal balance -2.5 -2.7 -3.6 -3.0 -2.7 -3.8 -3.0 -4.0 

On-balance sheet deficit (cash basis)         
General public fiscal account  -4.0 -4.8 -6.1 -3.7 -4.6 -4.5 -4.8 -5.5 
National government-managed fund account  -0.5 -0.7 -2.4 -1.3 -2.7 -2.4 -2.9 -4.4 
State-administered SOE fund account 0.1 0.2 0.2 0.2 0.2 0.3 0.3 0.2 

Consolidated fiscal balance -4.5 -5.4 -8.2 -4.8 -7.1 -6.6 -7.5 -9.6 

Off-balance sheet deficit         
Central government borrowings † -0.4 -0.2 0.0 -0.3 0.0 0.0 -0.3 0.0 
Local government borrowings         

Special refinancing bonds       -1.6 -1.6 
LGFV bonds -0.3 -1.0 -1.7 -1.5 -0.7 -0.7 0.4 -0.4 
Others ‡ -4.3 -4.8 -4.7 -4.2 -0.7 -3.2 -2.9 0.0 

Augmented fiscal balance -9.4 -11.4 -14.7 -10.7 -8.4 -10.4 -11.9 -11.6 

Source: Wind, CEIC, BofA Global Research estimates; Note: † Including policy bank special bonds, China Railway Corp.'s borrowings and 
etc..; ‡ Including PPPs and LGFV’s total interest-bearing debts other than bonds; Forecast in 2025 without the potential stimulus package 

BofA GLOBAL RESEARCH 

Consolidated deficit to reach multi-year high of 9.6% in 2025… 
As a result, the consolidated fiscal deficit could reach 9.6% in 2025, marking the highest 
on-balance sheet deficit in years (even higher than that in 2020, at 8.2%, Exhibit 17). 
The consolidated deficit takes into account the entire government fiscal books. In detail, 
the expansion is mostly supported by the widened deficit in general public fiscal account 
(-5.5%), as well as the national government-management fund account (-4.4%), while 
contribution from the state-administered SOE fund account is budgeted to remain in 
surplus and looks flat from last year (+0.2%). 
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… while fiscal package could be capped by tighter off-B/S financing 
On the other hand, although the top-line figures look exciting, if we consider the overall 
fiscal boost, one would note that this could be capped by the recent local government 
debt-swap programs. The augmented fiscal balance, which takes into account quasi-
government financing activities, is likely to narrow from last year (to -11.9% from -
11.6% in 2024), according to our estimate. In our view, the continued issuance of local 
government special refinancing bonds is likely to swap a part of the hidden debt from 
LGFVs, and hence reduce the overall fiscal expansion through off-balance sheet 
channels. Such a measure will not only help consolidate the local fiscal condition but may 
also in turn curb the “over-leverage” phenomenon for the broader entities compared 
with previous years.  

After all, if the current budget plan can be any reference, we see the augmented fiscal 
balance expansion not deviating much from the past five years’ average (of -11.3%), if a 
less expansion in LGFV debt to remain in place. So, we may not overstate the fiscal 
impulse coming from the current fiscal deficit figures. 

(2) Achievable fiscal revenue target, spending growth to improve to par level 
In addition, a record-level fiscal deficit also does not warrant a much higher fiscal 
expenditure growth, as the overall income will also be considered separately. The good 
news is this year’s income projection is more realistic, meaning we may not undershoot 
the target for another year. However, the relatively cautious income projections also 
suggest only a modest improvement in fiscal spending this year.  

Exhibit 18: General fiscal revenue and spending growth  
Budget plan suggests 4.4% fiscal expenditure growth and 0.1% growth in 
fiscal revenue 

 
Source: Wind, Budget Plan, BofA Global Research 
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 Exhibit 19: government managed fund revenue and spending growth 
Budget plan suggests 23.1% growth in government-managed fund 
expenditure growth and 12% growth in revenue 

 
Source: Wind, Budget Plan, BofA Global Research 
Note: the government funds revenue taking into account of the government bond issuance that 
included under this category 
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Accountable fiscal revenue targets, especially from local level  
According to the budget plan, the general government budget revenue growth is 
estimated at 0.1%, compared with 2024 budget and actual fiscal revenue of 3.3% and 
1.3%, respectively (Exhibit 18). Specifically, the budget expects tax revenue to grow 
3.7% (vs -3.4% in 2024) and non-tax income to drop 14.2% (vs +25.4% last year, on 
notable revenue collection from SOE assets and managements).  

On the tax front, given the tax-collection target is set below the economic growth 
target, it looks achievable, especially if no major tax cuts are rolled out this year (except 
for the property-related tax easing-measures announced in late-2024). For non-tax 
revenue, which accounted for about 20% of the annual general fiscal income, we also 
see a notable downward revision target (of -14.2% yoy). Last year’s spike was mostly 
due to higher income collection from SOE assets, resources, and management (grew by 
over 50% in 2024), most of them through one-off utilization (sale or lease) of SOE 
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assets/resources. Hence, this year’s lower target would be more rational, and bring back 
the income close to 2022 level (Exhibit 20).  

Exhibit 20: Breakdown of non-tax revenue 
Non-tax revenue grew by 25.4% in 2024, driven by higher income from 
state-owned assets and managements 

 
Source: Wind, NBS, Budget Plan, BofA Global Research 
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 Exhibit 21: Breakdown of non-tax revenue for key regions 
At provincial level, the target for income collection from SOEs is also largely 
consistent with 2023-24 trend  

 
Source: Wind, NBS, Local government budget plan, BofA Global Research  
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Gov’t-managed fund revenue (ex-bond) projection set at only 2017 level 
For government-managed fund accounts, the budget plan expects the total revenue (ex. 
government bond issuance) to grow 0.7%. After missing its target for three consecutive 
years, the revenue projection has been more realistic and set at a level similar to 2017 
(Exhibit 22).  

Exhibit 22: Govt managed funds revenue (budget vs. actual, ex-bond) 
The government-managed funds revenue (ex-bond) has fallen short over the 
past three years. This year’s target has returned only to the 2017 level 

 
Source: Wind, Budget Plan, BofA Global Research 
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 Exhibit 23: Land sales revenue vs. land sales premium in 300 cities 
Land sales revenue growth improving since late-4Q, along with improvement 
in land auction premium rate 

 
Source: Wind, BofA Global Research 
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In our view, if the property market, especially the land market, were to stabilize as 
evident from 4Q24 (Exhibit 23), the target would also be more realistic, as land sales 
revenue accounted for the majority of the local government-managed fund revenue. 
That said, we acknowledge the wide discrepancy in land market performance. There is a 
strong imbalance in the recovery of land auction market lately, with most of the sales 
improvement concentrated in key cities such as Hangzhou, Shanghai, and Beijing. Thus, 
the recovery in land sales revenue could overstate the situation at national level, making 
the sustainability uncertain. 

Expenditure acceleration, but not deviating from pre-Covid levels  
As a result of this accountable fiscal income targets, the budget plan sets the fiscal 
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general government expenditure growth at a reasonable level of 4.4% (vs 3.7% in 2024), 
an improvement but still lower than the real GDP growth target this year. Separately, 
government-managed account spending is likely to increase notably (23.1%), after taking 
into account the widened usage of LGSBs, as well as special CGBs (see later sections), 
Combined, we expect this broadly defined fiscal spending growth to pick up to 9.3% yoy, 
and to play its counter-cyclical role similar to 2018-2020 (Exhibit 24). However, even 
with such projected growth rate, it is still not deviating much from the pre-Covid 
expenditure growth path, and we may also face much higher interest repayment burdens 
more than before.  

In terms of area of spending, of the 4% headline deficit-funded general fiscal spending, 
we see more towards targeted areas. By category, fiscal spending on science & tech 
(8.3%), cultural & tourism (7.3%), defense (7.2%), and education (6.1%) is expected to 
grow at a faster pace (Exhibit 25), consistent with the 2025 policy priorities toward 
technology innovation, education, as well as consumption.  

On the other hand, we see slower budget expenditure growth in agri & water (0.2%) and 
community affairs (2.4%). It is worth noting that the interest payment for debt will 
maintain high growth (7.7%), with the recent year’s higher issuance of gov’t bonds.  

On the positive front, although the headline figure looks less exciting, it is worth 
highlighting that we will continue to see more fiscal transfers from the central to local 
governments. The size is likely to increase to RMB10tn, or +8.4% yoy from a year ago, 
and could help increase the autonomy at the local level. We do expect such arrangement 
to enhance the efficiency of fiscal spending, and the budget plan also calls for an 
acceleration in fund allocation and disbursement.  

Exhibit 24: Fiscal spending vs. nominal GDP growth 
Broad fiscal spending may pick up, but only to pre-Covid level average level 

 
Source: CEIC, BofA Global Research 
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 Exhibit 25: Budget fiscal general spending in major areas 
Fiscal spending on science & tech, defense, education grows at a faster pace 

RMBbn 
2024 
actual 

2025 
budget 

2024 
growth 
rate(%) 

2025 
budget 

growth rate 
(%) 

Education 4207.6 4464.7 2.0 6.1 
Social Security 4211.4 4409.1 5.6 4.7 
Agriculture& Water 2704.5 2709.5 12.7 0.2 
Community Affairs 2174.2 2225.3 5.9 2.4 
General Public Service 2067.5 2150.1 -2.7 4.0 
Health 2034.8 2137.2 -9.1 5.0 
National Defense & 
Diplomacy 1750.7 1876.8 6.9 7.2 
Culture & Tourism 1452.7 1559 - 7.3 
Public Security 1480 1545 -0.4 4.4 
Interest Payment for Debt 1287.7 1387.3 8.9 7.7 
Science & Tech 1150.5 1246.4 5.7 8.3 
Transportation 1207.6 1237 -1.2 2.4 
Resources Prospecting 872.6 907.4 5.7 4.0 
Housing Security 835.1 872.1 1.4 4.4 
Environment  548.9 558.2 -2.6 1.7 
Disaster &Emergency 475.4 415.4 - -12.6 
Source: MoF fiscal budget report, BofA Global Research 
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(3) Targets risk containment, rather than demand boost 
Another reason for the insufficient fiscal boost is that the current budget plan has 
features more of fiscal accountability, rather than consisting of stimulus directed 
towards areas with high fiscal multipliers.  
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Exhibit 26: Govt bond-funded fiscal support to key areas (ex-fiscal 
deficit)  
Most of the net increase in government fiscal support focus towards risk 
containment, rather than in other areas, according to the budget plan 

 
Source: CEIC, BofA Global Research estimates Note: risk containment includes local govt debt 
swaps, bank capital injections, idle-land buy backs etc., investment includes both infrastructure 
investment & manufacturing investment; Forecast in 2025 without the potential stimulus 
package 
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 Exhibit 27: Local government special refinancing bond issuance pace 
2025 local government special refinancing bond issuance pace accelerated 
notably to swap “hidden debt” at local level 

 
Source: Wind, BofA Global Research 
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According to our analysis, the additional fundings (of RMB1.4tn, or about 1% GDP) are 
mostly directed to risk-containment uses, rather than towards investment and 
consumption stimulus (Exhibit 26). Specifically, the new tools, including the special CGB 
for bank capitalization (RMB500bn), as well as the new use of LGSB towards idle-land 
buybacks (estimated RMB500bn) will come with little spill-over effect near-term. The 
continued issuance of refinancing bond for debt swaps accelerated notably from the 
year beginning, but is mostly replacing the existing debt (Exhibit 27). In addition, the 
expected new funds directed to both infra and manufacturing investment (via special 
CGB and LGSB) are estimated only to be at close to trend growth of infra and 
manufacturing FAI, while those to the consumption took a small share in the whole 
package. After all, the fiscal expansion revealed in 2025 budget plan looks less exciting 
than what the headline suggests. 

Not worried about policy determination for fiscal expansion medium-term 

Fiscal reform on consumption tax to kick-start this year  
Medium-term, another area to look at in the budget plan is the fiscal reform progress. 
During the Third Plenum held in July’24, policy makers highlighted deepening reforms to 
fiscal and tax systems. In the budget plan this year, it has been mentioned that the 
government will accelerate efforts to shift the collection link of consumption tax for 
some product categories to later stages and devolve it to local governments.  

We see this as a major step in initiating the restructure of central and local 
governments’ fiscal revenue collection. Although the near-term macro impact looks 
limited, its medium-term implication will be key to watch. We expect the gradual but 
progressing reform steps to help balancing the fiscal power between the central and 
local governments. More autonomy at the local level could also help boost incentives for 
local officials to provide a competitive and friendly business environment, in our view. 

Robust on-balance sheet fiscal expansion likely from 2025 onwards 
We also note that we are just entering the new era of on-balance sheet fiscal expansion. 
We expect the trend of a multi-year robust fiscal expansion to kick-start from 2025. 

Three pieces of evidence to support this observation: 1) official budget deficit to break 
above the 3%-handle; 2) the issuance of ultra-long special CGB for the second straight 
year; and 3) the increase in local government debt ceiling last year.  

In particular, the 4% fiscal budget deficit ratio is set at a multi-decade-high level, with a 
clear signaling effect. In previous years, when the government faced stiff headwinds on 
growth, it has either set a budget deficit higher than 3% or issued a standalone special 
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treasury bond (separate of the budget deficit), or allow more quasi-government 
financing (via policy banks, local government financing vehicles, etc.). This time around, 
policy makers are willing to adopt both the on-balance sheet measures, marking a whole 
new fiscal regime, in our view.    

In addition, the increase in debt ceiling for local governments in late-December 2024 
was another significant measure, where the central government approved new quotas 
for local governments to issue special refinancing bonds to swap their “hidden debts”. In 
our view, if we face new local government fiscal shortfall in coming years, further lifting 
of the ceiling is also possible. The central government will also be willing to bear more 
local government liabilities going forward. 
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investment advice for purposes of ERISA, the US tax code, the Investment Advisers Act or otherwise. Investors should seek financial advice regarding the appropriateness of investing in financial 
instruments and implementing investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized. Any 
decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the prospectus or other offering 
document issued in connection with such offering, and not on this document. 
Securities and other financial instruments referred to herein, or recommended, offered or sold by BofA Securities, are not insured by the Federal Deposit Insurance Corporation and are not 
deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including, 
among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. Digital assets are extremely speculative, volatile 
and are largely unregulated.  In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the value or risks related to the security or 
financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial instruments, if any, may fluctuate and that price or value of such 
securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and 
basis for taxation may change. 
BofA Securities is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such 
action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to 
executing any short idea contained in this report. 
Certain investment strategies and financial instruments discussed herein may only be appropriate for consideration in accounts qualified for high risk investment. 
Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned in this report. Investors in such securities and instruments 
effectively assume currency risk. 
BofAS or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofAS or one of its affiliates may, at any time, 
hold a trading position (long or short) in the securities and financial instruments discussed in this report. 
BofA Securities, through business units other than BofA Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent with, and reach 
different conclusions from, the information presented herein. Such ideas or recommendations may reflect different time frames, assumptions, views and analytical methods of the persons who 
prepared them, and BofA Securities is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this information. 
In the event that the recipient received this information pursuant to a contract between the recipient and BofAS for the provision of research services for a separate fee, and in connection 
therewith BofAS may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom BofAS has contracted directly and does not extend beyond 
the delivery of this report (unless otherwise agreed specifically in writing by BofAS). If such recipient uses the services of BofAS in connection with the sale or purchase of a security referred to 
herein, BofAS may act as principal for its own account or as agent for another person. BofAS is and continues to act solely as a broker-dealer in connection with the execution of any transactions, 
including transactions in any securities referred to herein. 
Copyright and General Information:  
Copyright 2025 Bank of America Corporation. All rights reserved.  iQdatabase® is a registered service mark of Bank of America Corporation. This information is prepared for the use of BofA 
Securities clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Securities. This document 
and its content is provided solely for informational purposes and cannot be used for training or developing artificial intelligence (AI) models or as an input in any AI application (collectively, an AI 
tool).  Any attempt to utilize this document or any of its content in connection with an AI tool without explicit written permission from BofA Global Research is strictly prohibited. BofA Global 
Research information is distributed simultaneously to internal and client websites and other portals by BofA Securities and is not publicly-available material. Any unauthorized use or disclosure 
is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, retransmit, or disclose to others the contents, opinions, conclusion, or information 
contained herein (including any investment recommendations, estimates or price targets) without first obtaining express permission from an authorized officer of BofA Securities. 
Materials prepared by BofA Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect information 
known to, professionals in other business areas of BofA Securities, including investment banking personnel. BofA Securities has established information barriers between BofA Global Research 
and certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses 
any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal advisers as to issues of 
law relating to the subject matter of this material. BofA Global Research personnel’s knowledge of legal proceedings in which any BofA Securities entity and/or its directors, officers and 
employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this material is based on public information. Facts and views presented in this 
material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of BofA Securities in 
connection with the legal proceedings or matters relevant to such proceedings. 
This information has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any 
securities. None of BofAS any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Global Research 
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing 
such rating, recommendation or investment thesis. 
Any information relating to sustainability in this material is limited as discussed herein and is not intended to provide a comprehensive view on any sustainability claim with respect to any 
issuer or security. 
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to 
seek tax advice based on their particular circumstances from an independent tax professional. 
The information herein (other than disclosure information relating to BofA Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This information 
may contain links to third-party websites. BofA Securities is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content 
contained on such third-party websites is not part of this information and is not incorporated by reference. The inclusion of a link does not imply any endorsement by or any affiliation with BofA 
Securities. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information 
to them. BofA Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 
All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to change without 
notice. BofA Securities is under no obligation to update this information and BofA Securities ability to publish information on the subject issuer(s) in the future is subject to applicable quiet 
periods. You should therefore assume that BofA Securities will not update any fact, circumstance or opinion contained herein. 
Certain outstanding reports or investment opinions relating to securities, financial instruments and/or issuers may no longer be current.  Always refer to the most recent research report relating 
to an issuer prior to making an investment decision. 
In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or 
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial 
instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with BofAS or any of its affiliates may not solicit 
purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 
Neither BofA Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this 
information.    
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