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China’s growth and investment prospects

 China lifts fiscal deficit with growth impact to be felt in 2024. China’s NPC standing committee announced a CNY 1trn additional central 
government bond in 4Q23, which raised the 2023 budget deficit to 3.8% of GDP.  In addition, the State Council has permission to front-load 
the quota of special local government bonds until December 31, 2027. We forecast 5.2% growth this year and 4.7% in 2024.  

 A key policy challenge is weakness in private sector confidence (corporates, households, homebuyers). Local regulations reflect the 
government’s focus on supporting public sector-led technology innovations and manufacturing upgrades.

 Relocation of supply chains is slow moving. However, business sentiment surveys of multinational corporates in the US, UK, and Europe 
highlight the deterioration of business confidence in China. 

 China’s debt level rose to 282% of GDP by end-2022, lower than Japan’s 416% but higher than the DM average of 256%. China’s debt/GDP 
ratio may have increased 12%-pts in 2023. Government has led the leverage increase. High interest repayment burden may crowd out
credit support. 

 China’s equity and bond markets have experienced substantial volatility and outflows since Russia’s invasion of Ukraine in March 2022.
2023 marks a substantial deterioration of FDI inflows, which have fallen to a 26-year low. This is a sharp reversal from the peak reached in 
2021, when China saw gross FDI inflows of $334bn.

 Risks of spillovers to global financial markets remain muted. The level of foreign engagement is relatively low, and foreign holdings of 
China’s A-share market remain relatively small at roughly 5%, while foreign holdings of CGBs are around 2.5%.

 The current headwinds facing China have raised parallels to Japan in the early 1990s, but balance sheet recession is not yet a reality. 
Stabilization of the housing market is critical.

 China’s public debt has risen to 95% of GDP, with LGFV debt reaching 55.8trn yuan (45% of GDP) and bond maturities set to reach a record 
high of 4trn yuan this year. LGFVs are increasingly relying on local governments to support them on debt servicing and repayments. 
However, local government revenue growth has decelerated from 11% in 2019 to a CAGR of 0.1% in 2020-2022, and land sales revenue
contracted by 23% in 2022 due to a weak real estate market.

 Over $100bn of China property bonded debt has defaulted over the past two and a half years. This has effectively wiped out close to 55% 
of $203bn China property bond stock (HG and HY) outstanding at the end of 2020. 

 China’s external corporate bond issuance has declined dramatically after reaching a record $537bn in 2021. The sharp fall could be 
attributed to cheaper onshore funding costs. China’s external corporate bond issuance declined to $65.4bn in 2022 and stands at $16bn 
YTD.

Executive Summary
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China: Revising up 2023 full-year growth forecast to 5.2%

FAI growth by industry

Source: NBS, J.P. Morgan

Source: NBS, J.P. Morgan

China forecasts

Source: NBS, J.P. Morgan

China industrial production
%change, both scales

2022 2023F 2024F 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23F 1Q24F 2Q24F
GDP

Real GDP growth (% oya) 3.0 5.2 4.7 4.8 0.4 3.9 2.9 4.5 6.3 4.9 5.1 4.0 5.3

Consumption (% ptd, y td) 1.0 4.2 3.6 3.2 0.8 1.3 1.0 3.0 4.2 4.3 - - -
Investment (% ptd, y td) 1.5 1.6 1.4 0.6 0.5 0.6 1.5 1.6 1.8 1.5 - - -
Net exports (% ptd, y td) 0.5 -0.5 -0.3 0.9 1.2 1.1 0.5 -0.1 -0.6 -0.7 - - -

Industrial production (% oya) 3.6 4.0 5.1 6.5 0.7 4.8 2.7 3.0 4.5 4.2 4.3 3.9 8.4
Retail sales (% oya) -0.3 8.1 8.2 3.2 -4.6 3.5 -2.7 5.8 10.7 4.2 11.4 6.6 8.8
Fixed asset investment (% oya) 5.1 3.1 3.6 9.3 4.5 5.6 3.0 5.1 3.1 1.9 3.0 2.6 3.2
Exports (% oya) 6.7 -3.5 2.0 15.0 11.6 9.9 -6.6 0.9 -4.0 -10.4 0.6 -5.0 0.8

CPI inflation (% oya) 2.0 0.4 1.9 1.1 2.2 2.7 1.8 1.3 0.1 -0.1 0.5 1.4 1.8
Core CPI inflation (% oya) 0.9 0.8 1.8 1.1 0.9 0.7 0.6 0.8 0.6 0.8 0.9 1.3 1.8
PPI (% oya) 4.2 -2.8 1.7 8.7 6.7 2.3 -1.2 -1.6 -4.5 -3.2 -1.7 -0.5 1.8

Budget fiscal deficit (%  of GDP) -2.8 -3.8 -3.8 - - - - - - - - - -
Augmented fiscal deficit (%  of GDP) -12.9 -12.0 -12.2 - - - - - - - - - -

Contribution to real GDP growth

Activity indicators

Prices

Policy indicators

%oya, ytd
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GDP shocks from Europe and China have less of an impact on the global 
economy and financial markets overall than those from the US

Source: J.P. Morgan Global Economics; Sample: GDP 1Q00-4Q19, NRI Apr 2010-Dec 2019, 
FRI Jan 2003 to Dec 2019. The spillover impact is the effect on GDP growth (q/q), NRI (1m 
chg), or FRI (1m chg) in the group excluding the impulse country. The global impact includes 
the direct impact of the country experiencing the shock (equal to its GDP-wgt multiplied by the 
cumulative 12-month impact plus the spillover effect multiplied by its wgt).

Impulse response comparison
%pt cumulative impact after 1 year from 1%pt sustained impulse

Impulse response of GDP shock to rest of world
%pt impact after 4-quarters

Source: J.P. Morgan Global Economics; *Region excludes the country being shocked
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China has been facing deflation concerns as the post-reopening recovery 
has lost momentum

CPI basket weight Food price breakdown 

Contribution to CPI inflation Pork price dynamics
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China’s export price declines are now evident in material declines in the 
rest of the world’s import prices from China

China export price vs. global (ex China) core goods CPI US import prices

Euro area import prices Spillover effect of China deflation
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US imports from China
Indexed based on nominal value, 2017=100, sa

Source: Census Bureau, J.P. Morgan

From Made-in-China to Made-for-China

Source: J.P Morgan

Source: J.P. Morgan

World Trade/GDP
%, 1970-2021, Average of global exports and imports of goods and services over world GDP

China’s share of global exports
%, sa

Source: WTO, J.P Morgan

Deglobalization is not yet a reality, and China still dominates the global 
supply chain…
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Source: Haver, J.P. Morgan

US and EM Asia remain major trade partners of China

Source: Haver, J.P. Morgan

China’s exports to LatAm, Africa and Russia
Source: U.S. Census and J.P. Morgan

US imports by country of origin

…but new trade corridors are emerging, and traditional trading patterns 
are being disrupted 

Source: National sources

China/HK export share to EU and US
% of Asia exports
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IMF estimates that for each percentage point of re-shoring and friend-
shoring, long-term GDP losses are 1.5% and 0.25%

Long-term spillovers from reigniting convergence in ChinaGDP losses from friend-shoring and re-shoring scenarios
GDP levels, prevent deviation from baseline GDP levels, prevent deviation from baseline

Source: EORA GVC, IMF staff calculations Source: IMF staff calculations
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Europeans see a decline in US global influence, and see China rising to 
almost that of the US over five years, with the EU and Russia unchanged

Which of the following actors will be the most influential in 
global affairs in the next five years?

Rank the following actors in the order of which you think is 
most influential to least influential in global affairs

% who say ________ is the most influential actor in global affairs

Source: GMFUS, Transatlantic Trends 2023 Survey Source: GMFUS, Transatlantic Trends 2023 Survey
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US multinational businesses remain committed to doing business in China, but 
clear indications that many are in the process of diversifying supply chains

China’s rank in near-term global investment plansHow does the estimated 2022 revenue of your company’s China 
operations compare with 2021 results

Source: AmCham China's 2023 China Business Climate Survey ReportSource: AmCham China's 2023 China Business Climate Survey Report

Has your company moved any segments of its supply 
chain out of China in the past 12 months?Resource commitment for next 12 months

Source: US-China Business Council Source: US-China Business Council
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Geopolitical considerations are impacting European business sentiment 
toward China as European investment continues to consolidate

Importance of China as an investment destination decreased
On a global scale, where does China rank as a destination for present and future investments 
for your company?

Two-thirds reported doing business in China has become 
more difficult

Source: European Business in China Business Confidence Survey 2023, European Union 
Chamber of Commerce in China

How has your industry's business environment changed over the past year?

Concentration of European FDI in China, 2000-2021 European FDI in China by Source Country, 2000-2001

Source for all charts: Rhodium Group

Top ten investors’ share of annual FDI transaction value Percent of annual FDI transaction value

Source: European Business in China Business Confidence Survey 2023, European Union 
Chamber of Commerce in China

Source for all charts: Rhodium Group
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One in 10 shifted current investments elsewhere, with 
ASEAN their top choice, followed by Europe

1) Excludes respondents that responded ‘Don’t Know’
2) Question only asked to respondents that reported that they already have or are considering shifting 
China investments elsewhere in response to the question: Is your company considering shifting current 
or planned investments in China to other markets?
3) Multiple answers possible; percentages based on the total number of responses

Source for all charts: European Business in China Business Confidence Survey 2023, European Union 
Chamber of Commerce in China

Investments shifted predominantly for defensive reasons

One in 10 European businesses have shifted investments in China to 
other markets with ASEAN the top choice
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Source: USDA Source: BPSR, IAEA, EIA

Share of global agricultural production by country Share of global energy reserves by country

Source: Bloomberg Finance L.P., PBoC, J.P. Morgan Note: China controls 97% of Indonesian processed nickel capacity
Source: Wood Mackenzie

China has spent the last 30 years building a monopoly over the 
rare earth sector Share of global refining of battery metals by country

Percent Percent

2021 share of global rare earth mined production by country Percent; China controls 97% of Indonesian processed nickel capacity

China has spent the last 30 years in building a monopoly over rare earth 
refining and dominates the EV supply chain
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Energy contracts in non-USD

Source: J.P. Morgan and various news reports

SWIFT lately Cross-border RMB settlement in goods 
trade

Source: PBOC, J.P. Morgan

%pts, 3mma

Increased RMB settlement in goods trade and increased settlement in 
non-USD for commodity transactions
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2023 marks a substantial deterioration in FDI inflows, which fell to a 26-
year low—a sharp reversal from the peak of $334bn reached in 2021

China’s direct investment under BoP

Source: SAFE, J.P. Morgan

In $bn
Measures of China’s Global Inbound FDI, 2010-2022

Source: SAFE, MOFCOM, fDi Markets, Bloomberg Finance L.P., Rhodium Group calculations

In $bn

Foreign-funded enterprise contribution to China’s exports and 
industrial revenue have declined sharply

Source: China Customs, J.P. Morgan

% share of total exports / national industrial sales revenue

FDI and portfolio inflows under BoP

Source: SAFE, HKEX, CCDC, SHCH, J.P. Morgan

USD bn
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China’s equity and bond markets have experienced substantial volatility 
since Russia’s invasion of Ukraine in March 2022
Outstanding amount held by foreign investors 

Source: PBoC, J.P. Morgan

RMB bn

Source: Rhodium Group, Qichacha

Number of firms

China’s newly registered foreign-invested enterprises, 2018-
2023 (through June 26)

16



China’s debt level has risen dramatically since 2008

Source: CEIC, J.P. Morgan estimates 

China Debt/GDP ratio may increase by 12%pts in 2023

Source: Bank for International Settlements, J.P. Morgan

Debt/GDP ratio in major economies

LGFV, debt problem and financial stability

Source: BIS, J.P. Morgan. Note: JPM estimates for China as of 1Q23, and government debt 
includes central and local government debt and LGFV debt; BIS estimates for other 
economies as of 4Q22.

17



China LGFV debt

Source: Wind, J.P. Morgan

Local government revenue breakdown and growth rateLGFV debt repayment capacity (sample median)

Source: Wind, J.P. Morgan Source: MOF, J.P. Morgan. Note: Both local government fiscal revenue and fund revenue 
(land revenue, special LGB, others) included in local government revenue
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New issuance

LGD swap

Local government bond issuance
RMB tn, ytd

Source: MOF, J.P. Morgan

Local government bond issuance

Mounting concerns on LGFV debt buildup and default risk
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Foreign holding of total bonds outstanding Bond default breakdown by ownership

Source: CEIC, Bloomberg Finance L.P., J.P. Morgan Source: CEIC, Bloomberg Finance L.P., J.P. Morgan

-40
-20
0
20
40
60
80
100

0

5

10

15

20

25

30

1Q15 4Q15 3Q16 2Q17 1Q18 4Q18 3Q19 2Q20 1Q21 4Q21 3Q22 2Q23

Rmb bnForeign enterprises
Sino-foreign JVs
SOEs
Private enterprises
Others
Total defaulted amount (RHS)

  

    
Number

Roughly half of China’s high yield property sector has defaulted, but 
foreigners are not the primary holders
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Growth and inflation outlook and forecasts

Source: J.P. Morgan as of October 20, 2023. Note: Any long-form nomenclature for references to China; Hong Kong; Taiwan; and Macau within this research material is Mainland China; Hong Kong 
SAR (China); Taiwan (China); and Macau SAR (China).
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US Treasury Yields Forecasts

*1-month moving average 
Source: J.P. Morgan as of October 20, 2023

J.P. Morgan interest rate forecast; % TIPS breakeven targets, and real yield and curve levels 
based on those targets*; units as indicated

* Targets for real yields are based on our nominal yield forecasts and breakeven targets
Source: J.P. Morgan as of October 20, 2023
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Global Commodities Price Forecasts

Source: J.P. Morgan Commodities Research as of October 20, 2023, *1Q23, 2Q23 and 3Q23 are realized
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FX Forecasts

↑ indicates a revision resulting in a stronger currency forecast, ↓ indicates a revision resulting in a weaker currency forecast. Source: J.P. Morgan. Data as of October 20, 2023
* Positive indicates JPM more bullish on local currency than spot, consensus or forward rates. ** Bloomberg FX Consensus Forecasts compares 4Q'22 
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