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SUMMARY 

• The Chinese government has finally started to change some of the policies that 
have inflicted massive pains on the economy over the past one and a half years. 
The recently announced financial support to property developers will likely lead 
to stabilisation in this sector in the coming months so that it may be less of a 
drag on the economy in 2023. 

• The government has also swiftly pivoted towards re-opening after a wave of 
large-scale protests against stringent covid controls broke out across the country. 
This could be a messy process that lasts one to two quarters, but we expect a 
stronger rebound in the economy in the second half of 2023 after it has fully re-
opened. 

• Monetary policy will likely stay supportive with additional rate cuts, but the 
space for further fiscal easing may be limited. 

• Our Chinese GDP forecast in 2023 stands at 4.5% and our forecast for headline 
inflation at 3.0%. 

 

The Chinese economy has had a difficult 2022. Two main headwinds—the property 
slump and covid restrictions—have greatly weighed on growth, despite monetary 
and fiscal policy support that has mainly benefited the infrastructure sector. In 
2023, we expect some stabilisation in the property sector. On the covid front, the 
country is finally heading to a re-opening. But the process will likely be bumpy and 
messy. In our base-case scenario, we expect the Chinese economy to expand by 
4.5% in 2023 after about 3% in 2022.  

PROPERTY WILL LIKELY BE LESS OF A DRAG IN 2023  

The current slump in the property market is the most serious in Chinese history. 
Following a set of new regulations introduced in late 2020 to curb developers’ 
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indebtedness, many property developers ran into liquidity problems, which, in 
turn, weakened home buyers’ confidence. The frequent and wide-spread covid re-
strictions since the second half of 2021 has made the situation even worse as home 
sales have plunged. 

In the first 10 months of this year, housing sales were down by 26.1% year-over-
year (y-o-y), property investment by 8.8% and property developers’ land acquisition 
by 53% (Chart 1). The contraction in housing construction and the deceleration in 
related activities such as construction materials and real estate services have had a 
significant impact on headline growth in 2022. 

In mid-November, the People’s Bank of China (PBoC) and the Chinese Banking and 
Insurance Regulatory Commission jointly issued a set of measures to support the 
property sector, many of which are aimed at providing credit to property develop-
ers. In our view, these are the most direct and the strongest policy support to the 
sector since the property crisis started more than a year ago and represent an im-
portant change in policy direction. If well implemented, financing conditions for 
developers could improve notably in the coming months, leading to stabilisation in 
the property sector (Chart 2). On a macro level, this means that, unlike this year, the 
sector will likely cease to be a major drag in 2023 on a year-over-year basis.  

Chart 1: Select property-sector indicators 

 
Source: Pictet WM & CIO Office & Macro Research, Na-
tional Bureau of Statistics of China, December 2022 

 Chart 2: Funds available to property developers 

 
Source: Pictet WM & CIO Office & Macro Research, Na-
tional Bureau of Statistics of China, December 2022 

 

That said, for structural reasons we do not expect another major rebound in 
China’s property sector. According to our estimate, the underlying demand for ur-
ban housing in China will likely cool due to the imminent peaking of the Chinese 
population and a slowdown in migration from rural areas. Supply could massively 
exceed demand if the former reverts toits trajectory before 2021 (Chart 3). Hence, 
China’s housing market probably will stay on a downward trend in the coming 
years before it settles into a new equilibrium. 
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Chart 3: Annual housing sales in China and estimated underlying demand 

 
Source: Pictet WM CIO Office & Macro Research, National Bureau of Statistics of China, December 
2022 

MESSY RE-OPENING TO CREATE NEAR-TERM HEADWINDS BEFORE STRONGER REBOUND  

The other key factor for China’s near-term outlook is the authorities’ zero-covid 
policy (ZCP). After performing well in the first two years of the pandemic, the ZCP 
has become increasingly disruptive and costly to the Chinese economy due to the 
emergence of the highly contagious Omicron variant of the coronavirus. In addi-
tion to the economic costs, ZCP’s social costs are also mounting, Repeated, increas-
ingly intrusive covid restrictions and frequent mandatory PCR tests are wearing 
out people’s patience.  

A deadly fire in an apartment building in Urumqi (the capital city of Xinjiang Au-
tonomous Region) on 24 November triggered large-scale protests in many cities 
against the ZCP, with excessively strict local covid restrictions seen as having con-
tributed to the death. Protestors requested economic re-opening and a stop to un-
ending covid restrictions. 

The protests seem to have played a role in pushing the Chinese government to 
make rapid adjustments in its covid rules. In our view, the re-opening process 
could accelerate in the coming months due to the public’s evaporating toler-
ance for restrictions and the diffuse presence of the virus.  

But the re-opening process may be chaotic and messy. This is because it starts 
before the Chinese government and people are well prepared. Vaccination booster 
coverage in China lags significantly behind its Asian peers’ (Chart 4), an apparent 
policy mistake. The Chinese government’s recent commitment to re-accelerate the 
vaccination campaign, especially among the elderly, will likely take time to have an 
effect and there are still questions about the efficacy of the current Chinese-made 
vaccines. 

 -

 200

 400

 600

 800

 1,000

 1,200

 1,400

 1,600

 1,800

99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30

 Annual housing sales  Projected underlying demandMn sqm



CHINA 2023 MACRO OUTLOOK PICTET WEALTH MANAGEMENT  

 
For illustrative purposes. Past performance should not be taken as a guide to or guarantee of future performance. Performances and 
returns may increase or decrease as a result of currency fluctuations. There can be no assurance that these projections, forecasts or 
expected returns will be achieved. The projection is not based on simulated past performance. 
 
4 OF 8 FLASH NOTE  

Chart 4: Booster shots administered per 100 persons in select Asian economies 

 
Source: Pictet WM CIO Office & Macro Research, Wind, 5 December 2022. 

In addition, the government needs to significantly strengthen the medical system 
and educate the population about the nature of the Omicron variant to avoid panic 
should infection cases surge, which seems inevitable. Official efforts on both fronts 
seem to have only just begun in response to public protests. 

Consequently, it is highly probable that the medical system will come under severe 
pressure in the coming months, causing stress in parts of Chinese society. All these 
means that the economy will likely face more disruptions in the near term.  

Our expectation is that Chinese economic growth may remain muted in the 
first half of 2023 before a stronger rebound in the second half. Our full-year 
GDP forecast stands at 4.5% for the time being. 

MONETARY POLICY WILL LIKELY STAY SUPPORTIVE, BUT FISCAL SPACE IS CONSTRAINED   

China’s economic policies were desynchronised from other major economies’ in 
2022. While most major central banks have embarked on a steep tightening cycle 
with sharp rate hikes (with the notable exception of the Bank of Japan), the PBoC 
cut rates in 2022. 

As the economy will likely stay weak in the first half of the 2023, we expect the 
PBoC to maintain monetary easing next year, with additional rate cuts, likely in 
H1. Also, the authorities may continue to rely on policy banks (e.g., China Develop-
ment Bank) to provide financing to some sectors of the economy such as real estate.  

Consumer inflation, which has been muted in 2022 (2.2% expected for the full 
year), may rise moderately in 2023 due to higher food prices, but the overall weak-
ness of demand, both domestically and, increasingly, abroad as well, will likely en-
sure the rise in inflation is moderate. All in all, our expectation that China’s head-
line inflation will rise to an annual 3% in 2023 should not hinder the PBoC’s 
monetary easing. 

However, the space for further fiscal policy easing may be constrained. The current 
crisis in the property sector has greatly reduced local governments’ revenues 
through a slump in land sales and other related tax receipts. The stringent covid 
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control measures (such as frequent mass PCR tests) are very costly and have also 
worsened the finances of various levels of governments. While Chinese local gov-
ernments’ debt issuance grew by over 8% in the first 10 months of 2022, there was 
still likely a funding gap. Without a significant rise in the central government’s fis-
cal deficit above its usual level of about 3% of GDP (2.8% in 2022), which is un-
likely, the room for an increase in fiscal spending next year looks limited. 
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affiliates or related corpora-
tions to any prospectus or 
registration requirements. 
BPCAL is a wholesale bank 
regulated by the Monetary Au-
thority of Singapore (“MAS”) 
under the Banking Act Cap. 50 
of Singapore, an exempt fi-
nancial adviser under the Fi-
nancial Advisers Act Cap. 110 
of Singapore (“FAA”) and an 
exempt capital markets li-
cence holder under the SFA. 
Please contact BPCAL in Sin-
gapore in respect of any mat-
ters arising from, or in con-
nection with this document.  
Hong Kong  
This document is not directed 
to, or intended for distribu-
tion, publication to or use by, 
persons who are not “profes-
sional investors” within the 
meaning of the Securities and 
Futures Ordinance (Chapter 
571 of the Laws of Hong 
Kong) and any rules made 
thereunder (the “SFO”) or any 
person or entity who is a citi-
zen or resident of or located 
in any locality, state, country 
or other jurisdiction where 
such distribution, publication, 
availability or use would be 
contrary to law or regulation 
or would subject Pictet HK 
Branch and any of its affiliates 
or related corporations to any 
prospectus or registration re-
quirements. If you do not 
want Pictet HK Branch to use 
your personal information for 
marketing purposes, you can 
request Pictet HK Branch to 
stop doing so without incur-
ring any charge to you. In dis-
tributing investment products 

as agents for third party ser-
vice providers, Pictet HK 
Branch is an agent of the third 
party service provider and the 
product is a product of the 
third party service provider 
but not Pictet HK Branch. In 
respect of an eligible dispute 
(as defined in the Terms of 
Reference for the Financial 
Dispute Resolution Centre in 
relation to the Financial Dis-
pute Resolution Scheme) aris-
ing between Pictet HK Branch 
and you out of the selling pro-
cess or processing of the re-
lated transaction, Pictet HK 
Branch is required to enter 
into a Financial Dispute Reso-
lution Scheme process with 
you; however any dispute over 
the contractual terms of the 
product should be resolved 
between directly the third 
party service provider and 
you. 
Banque Pictet & Cie SA is a 
limited liability company in-
corporated in Switzerland. It 
is an authorized institution 
within the meaning of the 
Banking Ordinance and a reg-
istered institution (CE No.: 
BMG891) under the SFO car-
rying on Type 1 (dealing in se-
curities), Type 4 (advising on 
securities) and Type 9 (asset 
management) regulated activ-
ities. The registered address 
of Pictet HK Branch is 9/F., 
Chater House, 8 Connaught 
Road Central, Hong Kong. 
Warning: The contents of this 
document have not been re-
viewed by any regulatory au-
thority in Hong Kong.  You are 
advised to exercise caution in 
relation to the offer.  If you are 
in any doubt about any of the 
contents of this document, 
you should obtain independ-
ent professional advice. 
Please contact Pictet HK 
Branch in Hong Kong in re-
spect of any matters arising 
from, or in connection with 
this document.  
Distributor: Pictet Bank & 
Trust Limited, where regis-
tered office is located at 
Building 1, Bayside Executive 
Park, West Bay Street & Blake 
Road, Nassau, New Provi-
dence, The Bahamas. 
The document is not directed 
to, or intended for distribu-
tion or publication to or use 
by persons who are not Ac-
credited Investors (as defined 
in the Securities Industry Reg-
ulations, 2012) and subject to 
the conditions set forth in the 
Securities Industry 

Regulations, 2012 or to any 
person or entity who is a citi-
zen or resident of or located 
in any locality, state, country 
or other jurisdiction where 
such distribution, publication, 
availability or use would be 
contrary to law or regulation 
or would subject Pictet Bank 
& Trust Limited to any pro-
spectus or registration re-
quirements. Pictet Bank & 
Trust Limited is incorporated 
in The Bahamas with limited 
liability. It is a bank and trust 
company that is licensed in 
accordance with the Banks 
and Trust Companies’ Regula-
tion Act and is regulated by 
the Central Bank of The Baha-
mas.  Additionally, Pictet Bank 
& Trust Limited is registered 
with the Securities Commis-
sion of The Bahamas as a Bro-
ker Dealer II and is approved 
to (i) Deal in Securities 1.(a) & 
(c ); (ii) Arrange Deals in secu-
rities; (iii) Manage Securities; 
(iv) Advise on Securities.  
Warning: The content of this 
document has not been re-
viewed by any regulatory au-
thority in The Bahamas.   You 
are, therefore, advised to ex-
ercise caution when pro-
cessing the information con-
tained herein. If you are in any 
doubt about any of the con-
tent of this document, you 
should obtain independent 
professional advice. 


