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China pulse check

U.S. exceptionalism is being stress-tested, the prospect of trade wars is 
growing, and Germany’s fiscal stimulus is game changing. Amid these 
developing situations, it’s worth checking in on a country resurfacing on 
investor radars, China. 

The U.S. economy is slowing under the weight of prolonged tariff 
uncertainty, while prospects for Europe brighten amid a fiscal thrust. 
Despite the escalation of U.S. tariffs, China is showing signs of stabilizing, 
attracting investor interest alongside a robust year-to-date equity rally. 

There remain reasons for caution, with U.S. tariffs coming faster and 
higher than anticipated, warranting a selective investment approach. 

Tariff red lines temper green growth shoots

The Chinese economy has been showing tentative bright spots, supported 
by fiscal and monetary easing that began in late 2024. Solid Lunar New 
Year spending, signs of bottoming in property and equity markets and 
a lift to exports from front-loading ahead of tariff threats have provided 
further tailwinds. 

Even so, the structural backdrop remains challenged due to industrial 
overcapacity, low confidence and worsening demographics. Sharply rising 
trade tensions further threaten the main engine of growth, industrial 
exports. 

Stimulus to partly prop up growth

Market expectations were ostensibly running high heading into this year’s 
National Party Congress (NPC), yet China policymakers largely met them 
by announcing a highly ambitious “around 5%” 2025 growth target. 
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Over the 
medium term, 
there is also an 
argument to be 
made that China 
has continued 
to diversify its 
export markets 
effectively.

Importantly, the announcement accompanied a slew of fiscal stimulus 
measures: 

•	 A larger government deficit (4% vs 3% in 2024)  

•	 An additional RMB300 billion boost of special treasury bond issuance (which 
now stands at RMB1.3 trillion, largely for retail and commercial equipment 
trade-in programs) 

•	 A new, but previously announced, RMB500 billion state recapitalization 

•	 A local government special bond quota of RMB4.4 trillion. 

•	 Over the medium term, there is also an argument to be made that China has 
continued to diversify its export markets effectively.

Together, these should provide a 1.5-2 percentage point fiscal impulse to 
China’s economy, in our view. 

Will this be enough to support growth? 

On the margin, yes. The trade-in program should provide some 
temporary respite for overcapacity sectors. However, for all the mention 
of consumption in this year’s NPC, there was an absence of a meaningful 
boost to social spending, which in turn, would alleviate the structural 
headwinds for consumption.  

Structural factors will likely continue to be a persistent drag, in our view, 
as the economy shifts to a lower rate of potential growth. 

Will it be enough to fully offset U.S. tariffs? 

Unlikely. A downward revision to our 2025 growth forecast, from 
4.25% to 4%, captures the risks around the swiftness and steepness 
of the U.S. tariff announcements. While the U.S. administration has 
applied 20% tariffs on Chinese goods based on fentanyl flow, greater 
tariff announcements are expected after 2 April. There is scope for 
negotiations, though tariffs and ongoing uncertainty will likely drag 
sentiment. 

Is there room for China’s growth to improve? 

Yes. Policymakers are keeping some powder dry to respond to any sharp 
deterioration in the external macro environment. Tentative signs of 
property market stabilization are helping, while the rise of DeepSeek 
and its positive artificial intelligence implications may further bolster 
confidence. Over the medium term, there is also an argument to be made 
that China has continued to diversify its export markets effectively. 
Should the transatlantic rift become more structural and permanent, 
greater economic cooperation may result in more integration with a 
Europe that is focused on rearmament, rebuilding infrastructure and the 
energy transition.  
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Endnotes

Sources
All market and economic data from Bloomberg, FactSet and Morningstar.
This material is not intended to be a recommendation or investment advice, does not constitute 
a solicitation to buy, sell or hold a security or an investment strategy, and is not provided in 
a fiduciary capacity. The information provided does not take into account the specific objectives 
or circumstances of any particular investor, or suggest any specific course of action. Investment 
decisions should be made based on an investor’s objectives and circumstances and in consultation 
with his or her financial professionals.
The views and opinions expressed are for informational and educational purposes only as of the date 
of production/writing and may change without notice at any time based on numerous factors, such 
as market or other conditions, legal and regulatory developments, additional risks and uncertainties 
and may not come to pass. This material may contain “forward-looking” information that is not purely 
historical in nature.
Such information may include, among other things, projections, forecasts, estimates of market returns, 
and proposed or expected portfolio composition. Any changes to assumptions that may have been 
made in preparing this material could have a material impact on the information presented herein by 
way of example. Past performance does not predict or guarantee future results. Investing involves 
risk; principal loss is possible.
All information has been obtained from sources believed to be reliable, but its accuracy is not 
guaranteed. There is no representation or warranty as to the current accuracy, reliability or 
completeness of, nor liability for, decisions based on such information and it should not be relied on as 
such. For term definitions and index descriptions, please access the glossary on nuveen.com. Please 
note, it is not possible to invest directly in an index.

Important information on risk
All investments carry a certain degree of risk and there is no assurance that an investment will provide 
positive performance over any period of time. Equity investing involves risk. Investments are also 
subject to political, currency and regulatory risks. These risks may be magnified in emerging markets. 
As an asset class, real assets are less developed, more illiquid, and less transparent compared to 
traditional asset classes. Investments will be subject to risks generally associated with the ownership 
of real estate-related assets and foreign investing, including changes in economic conditions, currency 
values, environmental risks, the cost of and ability to obtain insurance, and risks related to leasing 
of properties.
Nuveen, LLC provides investment solutions through its investment specialists.
This information does not constitute investment research as defined under MiFID.
Notice to persons in ADGM:  This material is issued by Nuveen Middle East Limited (“NMEL”) in or 
from Abu Dhabi Global Market (“ADGM”).  NMEL is a private company limited by shares established 
in ADGM and registered with the Abu Dhabi Global Market Registration Authority (ADGM Registered 
Number 18132), with its office at Unit 16, Level 7, Al Maryah Tower, Abu Dhabi Global Market Square, 
Al Maryah Island, Abu Dhabi, United Arab Emirates.
NMEL is regulated by the ADGM Financial Services Regulatory Authority (“FSRA”) to engage in the 
regulated activities of “arranging deals in investments” and “advising on investments or credit” in or 
from the ADGM (ADGM Financial Services Permission Number 240040).
The information contained in this material is intended strictly for “Professional Clients” as defined 
under the FSRA Conduct of Business Rulebook (“COBS”).  The information contained in this material, 
and any offer of interests is not directed to “Retail Clients” as defined under the FSRA COBS. This 
material must not, therefore, be delivered to, or acted upon by, a Retail Client.
Nothing in this material has the effect of exempting NMEL from any liability imposed under any law of 
the ADGM or the FSRA rules.
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Selectivity across assets 

Despite the tariff headwinds ahead, further upside in Chinese equities 
is possible thanks to stimulus measures and wide-ranging trade deal 
prospects. China could also prosper in an environment in which tariffs on 
certain sectors are unlikely to be raised, and Chinese companies are able 
to make long-term investment decisions in the context of a more enduring 
framework. 

By contrast, after an aggressive fixed income rally in late 2024, we have 
seen some correction in China’s government bonds. This has been largely 
tied to a sharp rally in Chinese equities, aided by Deepseek; higher bond 
supply just as the central bank dampened expectations of a near term rate 
cut; and heavy local positioning. Yields are likely more reflective of fair 
value at current levels, in our view, reflecting near-term fiscal stimulus 
and ongoing trade tension uncertainty and lingering structural issues. 

The world has arguably become more resilient to faltering Chinese 
demand than a decade ago. Yet for all policymakers’ focus on reducing 
China’s vulnerabilities by improving their manufacturing prowess, they 
are perhaps even more beholden to global demand, warranting a selective 
investment approach.

03 | Monthly macro commentary  March 2025


