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®m  March fiscal spending slowed: While China’s fiscal revenue growth accelerated
from 0.7% yoy in January-February to 6.9% yoy in March, fiscal expenditure
growth slowed from 3.6% yoy to 1.0% yoy. Three factors may have contributed:
(1) Lunar New Year timing distortions, (2) increased off-budget expenditures,
and (3) policymakers deliberately slowing spending after strong
January-February data. As a result, our estimate of the augmented fiscal deficit

narrowed slightly on a 3mma basis.
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B Low expectations for April Politburo meeting: The top leadership will hold the
April Politburo meeting this week to discuss economic policies for the coming
months. We expect policymakers to express greater concerns about the global
energy shock and rising geopolitical uncertainties. However, with Q1 real GDP
growth at the upper bound of the “4.5-5.0%” target for this year, we do not
anticipate additional easing beyond what was planned at the “Two Sessions.” For
now, the focus remains on policy implementation and risk management while
awaiting more clarity on the Middle East situation.

®m Service industry to reach RMB100tn by 2030: Last week, the State Council
published “Opinions on Promoting the Expansion and Quality Improvement of the
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Service Industry,” projecting China’s service industry to reach RMB100tn by 2030. This
implies 4.3% annualized nominal growth during the 15 Five-Year Plan (2026-2030),
lower than the 6.5% realized annualized nominal growth in 2019-2025. The opinions
emphasize producer services as much as consumer services. China’s long-term
strategy of shifting from construction and real estate to manufacturing and business
services remains unchanged.
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