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For the final edition of our Essential Economics Newsletter this year, we asked each of our chief
economist to share their insights on the following questions:

e What was the biggest surprise for you in 2022 and what are the takeaways?

e What will you be watching most closely in 2023, and why?

2022: China’s temporary de-prioritization of growth

For much of 2022, China appeared to de-prioritizing economic growth relative to health and
financial risk considerations. The government held on to its “dynamic zero” COVID stance and
held on to tight financial restrictions on property developers, despite the severe impact on the
economy. China watchers started to wonder whether the country’s leadership had shifted away
from its traditional emphasis on growth and development towards objectives such as various
aspects of security.

Chart: China’s growth in international context

us Eurozone ——China South East Asia India

10

8

© 6

E= 4
=
2

B0 2

& o
(L]

3 -2
[+3

-4

-6

-8

2019 2020 2021 2022* 2023%* 2024* 2025*

Note: * is forecast. Source: CEIC, S&P Global Economics.

spglobal.com/ratingsdirect

Contacts

Louis Kuijs
Hong Kong
louis.kuijs@spglobal.com

Essential
Economics

S&P Global
Ratings

Follow us on LinkedIn
and subscribe


http://www.spglobal.com/ratingsdirect
https://www.linkedin.com/newsletters/s-p-global-essential-economics-6740307875454849024
https://www.linkedin.com/newsletters/s-p-global-essential-economics-6740307875454849024
https://www.linkedin.com/newsletters/s-p-global-essential-economics-6740307875454849024

S&P Global Economics

The key policy report for the 20th Congress of the Chinese Communist Party in October
suggested this was not the case. It confirmed that “high quality development” remains the Party’s
most important task and commits to continued market-oriented reform. Indeed, since early
November the government started to adjust its COVID stance, lifting restrictions. It also pivoted
its property policy, allowing financing to flow to the developers again. In line with these policy
changes, we expect China’s growth to pick up in 2023 after a poor 2022.

Takeaways: The COVID crisis and the efforts to rein in excesses in the property market led to
policies that seriously hampered growth. But there are for now no indications that this heralded a
fundamental shift in economic policy orientation.

2023: The spread of politicization of economic policy

Following earlier headwinds to globalization, in 2022 governments increasingly intervened in the
economy to pursue political, security or other non-economic objectives. High-profile examples
include the sanctions and restrictions by Western governments on Russia and Russian people, a
range of measures by the U.S. to contain China’s technological development and decouple from
its economy, and the related pursuit of ‘onshoring’ and “friend-shoring’. Encouraged by such
steps by leading economies, other countries stepped up banning certain foreign firms and their
investments and restricting certain imports and exports, often in the name of national-, food- or
other security considerations.

What to watch: The key thing to watch in 2023 is whether this trend towards politicization of
economic policy will continue or even accelerate. While the temptation to take such measures is
at times understandable, the problem is that, once the ‘genie is out of the bottle’, it will be hard
to stop. Meanwhile, such discretionary interference, erection of trade and investment barriers
and attempts to decouple from certain economies will obviously contain growth of productivity
and living standards. Also, fragmentation of the global economy willimpede the green transition.
Thus, it is worth focusing on how this agenda proceeds.

spglobal.com/ratingsdirect

December 14, 2022


http://www.spglobal.com/ratingsdirect

S&P Global Economics

Copyright © 2022 by Standard & Poor’s Financial Services LLC. All rights reserved.

No content (including ratings, credit-related analyses and data, valuations, model, software or other application or output
therefrom) or any part thereof (Content) may be modified, reverse engineered, reproduced or distributed in any form by any means,
or stored in a database or retrieval system, without the prior written permission of Standard & Poor's Financial Services LLC or its
affiliates (collectively, S&P). The Content shall not be used for any unlawful or unauthorized purposes. S&P and any third-party
providers, as well as their directors, officers, shareholders, employees or agents (collectively S&P Parties) do not guarantee the
accuracy, completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or omissions
(negligent or otherwise), regardless of the cause, for the results obtained from the use of the Content, or for the security or
maintenance of any data input by the user. The Content is provided on an "as is" basis. S&P PARTIES DISCLAIM ANY AND ALL
EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY OR FITNESS FOR
APARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS, THAT THE CONTENT'S FUNCTIONING
WILL BE UNINTERRUPTED, OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE CONFIGURATION. In no
event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and
opportunity costs or losses caused by negligence) in connection with any use of the Content even if advised of the possibility of
such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they
are expressed and not statements of fact. S&P's opinions, analyses, and rating acknowledgment decisions (described below) are
not recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the
suitability of any security. S&P assumes no obligation to update the Content following publication in any form or format. The Content
should not be relied on and is not a substitute for the skill, judgment and experience of the user, its management, employees,
advisors and/or clients when making investment and other business decisions. S&P does not act as a fiduciary or an investment
advisor except where registered as such. While S&P has obtained information from sources it believes to be reliable, S&P does not
perform an audit and undertakes no duty of due diligence or independent verification of any information it receives. Rating-related
publications may be published for a variety of reasons that are not necessarily dependent on action by rating committees, including,
but not limited to, the publication of a periodic update on a credit rating and related analyses.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another
jurisdiction for certain regulatory purposes, S&P reserves the right to assign, withdraw, or suspend such acknowledgement at any
time and in its sole discretion. S&P Parties disclaim any duty whatsoever arising out of the assignment, withdrawal, or suspension
of an acknowledgment as well as any liability for any damage alleged to have been suffered on account thereof.

S&P keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity
of their respective activities. As a result, certain business units of S&P may have information that is not available to other S&P
business units. S&P has established policies and procedures to maintain the confidentiality of certain nonpublic information
received in connection with each analytical process.

S&P may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from
obligors. S&P reserves the right to disseminate its opinions and analyses. S&P's public ratings and analyses are made available on
its Web sites, www.standardandpoors.com (free of charge), and www.spcapitalig.com (subscription) and may be distributed
through other means, including via S&P publications and third-party redistributors. Additional information about our ratings fees is
available at www.standardandpoors.com/usratingsfees.

Australia: S&P Global Ratings Australia Pty Ltd holds Australian financial services license number 337565 under the Corporations
Act 2001. S&P Global Ratings' credit ratings and related research are not intended for and must not be distributed to any person in
Australia other than a wholesale client (as defined in Chapter 7 of the Corporations Act).

STANDARD & POOR'S, S&P and RATINGSDIRECT are registered trademarks of Standard & Poor's Financial Services LLC.

spglobal.com/ratingsdirect

December 14, 2022


http://www.spglobal.com/ratingsdirect

