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CHINESE EQUITIES 

China policy mix is ready for a 
pivotal 2025 

 

 Pro-growth monetary and fiscal policies are in alignment for 2025 
 Trump trade policy is a headwind, but China to take pragmatic approach 
 Domestic retail investors have renewed enthusiasm for equities  
 

China’s long march out of its deflationary slump finally gets the fiscal and monetary coordination it needs, and 
equities are likely to respond positively in 2025, with any clarity on Trump 2.0 trade policy likely to provide 
potential entry points.  
 
Since late September the direction of travel has been clear. China’s fiscal and monetary policies are now 
coordinated to stimulate economic activity and drive growth in 2025, a proactive departure from the piecemeal 
attempts to support the economy from 2022 through mid-2024. Renewed urgency to the pro-growth policy mix has 
come from the imminent arrival of Trump 2.0 with widespread fears of increased tariffs impacting China’s 
exporters. We believe the trade policy approach is likely to be more transactional than indicated so far, while China 
will react with a tit-for-tat approach.  
 
Pivot to looser monetary policy will weaken CNY  
On 9 December 2024, the Chinese communist party politburo meeting announced a formal switch from a ‘prudent’ 
monetary policy stance to a ‘moderately loose’ policy stance, the first time in 15 years that the framework has 
been eased, underlining how serious policymakers are about underpinning economic growth in 2025, and escaping 
a deflationary spiral. This was followed by China’s November CPI coming in at 0.2% year on year, making it clear 
there is significant room for policy to be accommodative. 
 
To reduce elevated real interest rates and alleviate the debt overhang in China, we expect a more pronounced rate 
cut cycle than previous ones. In 2025, we think that the USD/CNY exchange rate may be more influenced by 
changes in China-US interest rate differentials and the Trump administration’s tariff policy. We expect the CNY to 
weaken in 2025 but to what degree may well depend on the Fed as much as the PBoC. If the Fed continues its 
easing cycle and US Treasury yields soften, this will help the PBoC manage an orderly decline in the CNY, and 
support Chinese equities which have a historically negative correlation with US yields. That said, keeping the CNY 
exchange rate largely stable at a reasonable and balanced level has been reiterated by various government 
statements. 
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Fiscal policy likely to fire up in 2025     
Fiscal policy has so far underwhelmed investors seeking the sugar rush of sizeable and direct central government 
spending. On 12 December 2024, the Central Economic Work Conference (CEWC) indicated fiscal policy will play a 
key role with the expectation of an incremental increase of augmented fiscal deficit to be added in 2025. We 
estimate that it will be roughly equivalent to 1.5~2% of GDP: headline fiscal deficit is likely to be increased from 3% 
to 4%; a RMB 2 trillion quota for special sovereign bonds to support the high-tech sector and consumption; and a 
RMB 4.5-5 trillion quota for local government special bonds to support debt swaps, infrastructure, and property. It 
is a strong indication that more direct fiscal measures are being planned.  
 
Figure 1: 2025 likely to see the biggest fiscal deficit since Covid and the GFC  

 
Source: UBS Research (2024 and 2025 are forecast data), November 2024  
 
CEWC has identified enhancing domestic demand – particularly household consumption – as the top priority for 
2025, which means continuing subsidies for trade-in programs and a supportive environment to facilitate 
consumption, and improving social benefits. Another key area of focus in 2025 will continue to be the property 
market where new KPIs are aimed at ‘stopping the decline in the housing market’ and ‘stabilizing the housing and 
stock markets’ were announced. To achieve such a goal, the readout vowed to do more urban village renovation 
and reduce land supply. Infrastructure investment and subsidy programs for durable goods will also continue to be 
part of the fiscal policy mix. Implementation of these policies will need to be swifter and scaled up to make an 
impact.   
 
Trump 2.0’s wind and cloud 
The Chinese idiom "风云变幻" (Fēng yún biàn huàn), which means ‘the wind and clouds change’, symbolizes 
unpredictable and dramatic changes, and that’s where we are with Trump’s proposed trade policies. Nobody is 
quite sure what will actually happen. The effects of the mooted 60% tariff increase will largely depend on how 
much trade diversion occurs. It has been suggested that the overall trade conflict with an additional 10% universal 
tariff could reduce China's GDP by as much as 2% which seems overly dramatic to us. We believe the actual tariff 
increase may end up being smaller and more narrowly focused than Trump has proposed, depending on the 
negotiations between the two countries. After Trade War 1.0, China's exports became less reliant on the US, and 
some fast-growing export sectors like the auto sector, shipbuilding and semiconductors don’t depend on the US 
for continued growth.  
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Figure 2: China’s trade mix is less exposed to Trump 2.0 
 

 
Source: Bank of America Research, October 2024  
 
As a result, China won’t pre-empt Trump; instead, it might adopt a pragmatic, tit-for-tat approach and determine 
the scale of any extra stimulus based on the actual tariffs imposed. These factors contribute to short-term 
volatility, but in the long run, domestic consumption and technological self-reliance will be key to mitigating the 
impact of trade war 2.0.  
 
Conclusion 
Despite the challenges, we believe there are healthy long-term investment opportunities in China. Many companies 
possess high-quality and long-term growth prospects, particularly in sectors focused on consumption recovery, 
technology self-sufficiency, and industrial upgrading. Furthermore, China remains deeply discounted both 
historically and in comparison to emerging markets. Broader earnings revisions will take time to recover, but near-
term liquidity from local investors and subsequent fiscal policies will be key factors to monitor. While immediate 
stimulus may not suffice to reverse the property downturn, the continued rollout of supportive policies could 
provide downward protection for the market and underpin further rallies as fundamentals improve and signs of 
reflation emerge. Domestic investors returned to the market in force in October after the politburo’s language 
changed and the sustained commitment to the enormous local government debt swap was announced. Those 
initial gains have been sustained and the daily volume in the Shanghai exchange has doubled on average in the 
final quarter, compared to the first nine months.     
 
We remain cautiously constructive on Chinese equities and have maintained our barbell approach for both Robeco 
Chinese A-share Equities and Chinese Equities strategies. This approach includes a balance between cyclical value 
stocks and long-term structural winners. Bottom-up stock picking remains key to deal with macro volatility, and 
inevitable sentiment overshoot could present opportunity in 2025. 
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Important information  
Robeco Institutional Asset Management B.V. has a license as manager of Undertakings for Collective Investment in Transferable Securities (UCITS) and Alternative Investment Funds 
(AIFs) (“Fund(s)”) from the Netherlands Authority for the Financial Markets in Amsterdam. This marketing document is intended solely for professional investors, defined as investors 
qualifying as professional clients, who have requested to be treated as professional clients or are authorized to receive such information under any applicable laws. Robeco Institutional 
Asset Management B.V. and/or its related, affiliated and subsidiary companies, (“Robeco”), will not be liable for any damages arising out of the use of this document. Users of this 
information who provide investment services in the European Union have their own responsibility to assess whether they are allowed to receive the information in accordance with MiFID 
II regulations. To the extent this information qualifies as a reasonable and appropriate minor non-monetary benefit under MiFID II, users that provide investment services in the European 
Union are responsible for complying with applicable recordkeeping and disclosure requirements. The content of this document is based upon sources of information believed to be 
reliable and comes without warranties of any kind. Without further explanation this document cannot be considered complete. Any opinions, estimates or forecasts may be changed at 
any time without prior warning. If in doubt, please seek independent advice. This document is intended to provide the professional investor with general information about Robeco’s 
specific capabilities but has not been prepared by Robeco as investment research and does not constitute an investment recommendation or advice to buy or sell certain securities or 
investment products or to adopt any investment strategy or legal, accounting or tax advice. All rights relating to the information in this document are and will remain the property of 
Robeco. This material may not be copied or shared with the public. No part of this document may be reproduced or published in any form or by any means without Robeco's prior written 
permission. Investment involves risks. Before investing, please note the initial capital is not guaranteed. Investors should ensure they fully understand the risk associated with any 
Robeco product or service offered in their country of domicile. Investors should also consider their own investment objective and risk tolerance level. Historical returns are provided for 
illustrative purposes only. The price of units may go down as well as up and past performance is no guarantee of future results. If the currency in which the past performance is 
displayed differs from the currency of the country in which you reside, then you should be aware that due to exchange rate fluctuations the performance shown may increase or decrease 
if converted into your local currency. The performance data do not take account of the commissions and costs incurred when trading securities in client portfolios or for the issue and 
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closing date of the last calendar year. This document is not directed to or intended for distribution to or for use by any person or entity who is a citizen or resident of or located in any 
locality, state, country or other jurisdiction where such distribution, document, availability or use would be contrary to law or regulation or which would subject any Fund or Robeco 
Institutional Asset Management B.V. to any registration or licensing requirement within such jurisdiction. Any decision to subscribe for interests in a Fund offered in a particular 
jurisdiction must be made solely on the basis of information contained in the prospectus, which information may be different from the information contained in this document. 
Prospective applicants for shares should inform themselves as to legal requirements which may also apply and any applicable exchange control regulations and taxes in the countries of 
their respective citizenship, residence or domicile. The Fund information, if any, contained in this document is qualified in its entirety by reference to the prospectus, and this document 
should, at all times, be read in conjunction with the prospectus. Detailed information on the Fund and associated risks is contained in the prospectus. The prospectus and the Key 
Information Document (PRIIP) for the Robeco Funds can all be obtained free of charge from Robeco’s websites. 
 
Additional information for US investors 
This document may be distributed in the US by Robeco Institutional Asset Management US, Inc. (“Robeco US”), an investment adviser registered with the US Securities and Exchange 
Commission (SEC).  Such registration should not be interpreted as an endorsement or approval of Robeco US by the SEC.  Robeco Institutional Asset Management B.V. is considered 
“participating affiliated” and some of their employees are “associated persons” of Robeco US as per relevant SEC no-action guidance. Employees identified as associated persons of Robeco US 
perform activities directly or indirectly related to the investment advisory services provided by Robeco US. In those situations these individuals are deemed to be acting on behalf of Robeco US. 
SEC regulations are applicable only to clients, prospects and investors of Robeco US. Robeco US is wholly owned subsidiary of ORIX Corporation Europe N.V. (“ORIX”), a Dutch Investment 
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Additional information for US Offshore investors – Reg S 
The Robeco Capital Growth Funds have not been registered under the United States Investment Company Act of 1940, as amended, nor the United States Securities Act of 1933, as 
amended. None of the shares may be offered or sold, directly or indirectly in the United States or to any US Person. A US Person is defined as (a) any individual who is a citizen or 
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license under the Corporations Act 2001 (Cth) pursuant to ASIC Class Order 03/1103. Robeco is regulated by the Securities and Futures Commission under the laws of Hong Kong and 
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intended for distribution or dissemination, directly or indirectly, to any other class of persons. In New Zealand, this document is only available to wholesale investors within the meaning 
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Additional information for investors with residence or seat in Brunei 
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Authority has not approved the Prospectus or any other associated documents nor taken any steps to verify the information set out in the Prospectus and has no responsibility for it. The 
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Additional information for investors with residence or seat in Canada 
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Additional information for investors with residence or seat in Germany 
This information is solely intended for professional investors or eligible counterparties in the meaning of the German Securities Trading Act. 
Additional information for investors with residence or seat in Hong Kong  
The contents of this document have not been reviewed by the Securities and Futures Commission (“SFC”) in Hong Kong. If there is any doubt about any of the contents of this document, 
independent professional advice should be obtained. This document has been distributed by Robeco Hong Kong Limited (“Robeco”). Robeco is regulated by the SFC in Hong Kong.  
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