








Industry Specific
Agriculture

The 2022 Government Work Report indicates that
boosting agricultural production and promoting
all-around rural vitalization has become one of China's
major tasks this year. It is focused on food security,
stable and su cient supply of agricultural products,
farmland protection and further rural reform.

Policies will be strengthened by the country to support
agriculture, promote development in areas that have
shaken o poverty, ensure good harvests, and increase
rural incomes.

To ensure the area of farmland remains above the red
line of 120 million hectares, the country will prevent
attempts to use farmland for nonagricultural purposes.
Meanwhile, it will increase the area of high-standard
cropland by 6.67 million hectares. And it’'s necessary to
redouble e orts in speeding up popularization and
application of agricultural machinery and equipment.

As the report stated, China will consolidate its
achievements in poverty alleviation and implement
better monitoring and assistance systems to prevent
people from sliding back into poverty, such as
supporting areas that have been lifted out of poverty in
developing distinctive local industries.
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It further points out that rural reform will be advanced
with a prudent attitude. The government will strengthen
investment in rural infrastructure construction, work
harder to clear wage arrears owed to rural migrant
workers, support rural migrant workers in nding jobs
and starting businesses, and create more ways for rural
people to increase their incomes from nonagricultural
work.



Finance

This year's report directly points out that China will
expand the scale of new loans and encourage financial
institutions to lower real loan interest rates and reduce
relevant fees, thus propelling development of the real
economy.

The report implies that the government will step up
implementing monetary policy in 2022, and increase
new loans as inclusive finance, manufacturing,
technological innovation, green finance and export credit
remain key areas of credit issuance.

As China continues to open up, risk prevention and
supervision remain an imperative task. The country will
establish a Financial Stability Guarantee Fund to prevent
and defuse major risks. And financial supervision and
control will continue to be strengthened and improved
this year.

Another note is that China will continue to take
measures to regulate the pension system'’s
development, facilitate development of commercial
endowment insurance (commonly referred as the third
pillar of China's pension system), and promote healthy
development of the real estate sector for a supportive
ecosystem.

Manufacturing

Promoting the high-quality development of the
manufacturing industry is an important part of China's
14th Five-Year Plan. This year's Government Work
Report has pointed out for the first time that the country
will enhance the core competitiveness of the
manufacturing industry and underlined the importance
of stabilizing and securing supply chain and industrial
chain.

Great efforts are needed to promote the smooth
operation of the industrial economy, strengthen the
supply guarantee of raw materials and key components,
implement the chain stability projects of leading
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enterprises, and ensure the safety and stability of the
industrial chain and supply chain.

To enhance the innovation capability of China’s
manufacturing sector, the government will cultivate
more specialized and special new enterprises and
provide them with more support in funding, talents and
business incubation platforms.

Guided by its strategy of expanding domestic demand
and promoting investment, China will further launch a
group of industrial foundation reengineering projects,
accelerate the development of advanced manufacturing
clusters, and promote smart manufacturing to upgrade
traditional industries.

Energy & Resources

As energy supply is not only vital to people's livelihood
but also a driving force for overall economic
development, advancing the energy revolution,
guaranteeing energy supply, and maintaining electricity
prices are high on the government’s agenda in 2022.

This year, China will implement its action plans in an
orderly manner to achieve its Dual Carbon Goals. As
strengthening energy saving and low carbon energy
transformation remain at the core of China's energy
revolution, the country will increase efforts to do so
based on natural resource endowments.

In the next step, China aims to promote the orderly
reduction and replacement of coal-fired power and
promote the construction of large-scale wind and solar
bases to guarantee the security of power supply.

The report also mentioned that maintaining the stability
of electricity prices to reduce the burden on business is
one part of this work as well.



Climate Change & Sustainability

Bearing in mind the country's Dual Carbon Goals, this
year, the Chinese government will work in a “steady and
orderly manner” to follow-up on carbon neutrality work
and implement a carbon peak action plan.

One of its priorities is to strike a proper balance between
emissions reduction and economic development. As
pointed out in the report, the energy consumption
intensity target for 2022 will be assessed during the
14th Five-Year Plan period with the appropriate
flexibility.

It is noteworthy that China will expand the renewable
energy field by mentioning that new renewable energy
and energy use of raw materials will not be included in
the total energy consumption control in this year. In
accordance with the plan, the planning and construction
of large-scale wind power photovoltaic base projects, as
well as the capacity of power grids to absorb electricity
generated from renewable energy sources, continues to
advance.

As China relies heavily on coal, the country’'s main
energy source, the government is dedicated to
promoting the coal industry’s transformation and
supporting the clean and efficient coal use, giving full
play to the basic and guarantor role of coal in energy.

In pursuing a green growth path, China is eager to
accelerate its manufacturing industry transformation
with green and low carbon technologies. Action plans
related to this sector will be introduced soon this year to
encourage the steel, nonferrous metals, petrochemicals
and other key industries to improve energy saving and
reduce carbon emissions.

To adhere to sustainable development, the government
also aims to accelerate the establishment of a National
Carbon Emission Trade Exchange in the country.

Automotive

The report states that China will continue to support the
consumption of new energy vehicles (NEVs),
demonstrating how China will maintain continuity and
stability of its policy to ensure the long-term
development of consumer NEV use.

However, as the automotive industry faces a number of
issues and challenges today, ranging from rising raw
material prices to the lack of chips, China also attaches
importance to keeping supply chains stable and
developing raw materials and components that are
independently controllable.

In addition, the government has reiterated their plan to
make active use of foreign capital. This will strengthen
foreign companies’ freedom to operate in China in terms
of raising shareholding limit or seeking a proprietorship.




Healthcare & Life Science

Under the impact of the aging population and pandemic,
the 2022 Government Work Report once again stressed
the necessity of reforming medical services and fees to
effectively safeguard and improve people's livelihoods,
including expanding the coverage of disease types and
geographic areas by making medical resources and
insurance funds more efficient.

It pointed out that China would reinforce COVID-19
prevention and control measures and accelerate the
development of its vaccines and medicines to ensure
social stability. It will continue to deepen the integration
of local medical systems to improve medical and
healthcare service capabilities. In alignment with the
Healthy China Initiative, prevention-oriented disease
management - especially prevention of common and
chronic diseases - is also mentioned in the report. Under
the double pressure of the aging population and declin-
ing fertility rates, China will further improve the social
security system, such as enhancing elderly care services
and supportive measures for the three-child policy.

Furthermore, the government repeated its emphasis on
innovation-driven development, aiming to promote
industrial upgrading, high-quality development and
digital transformation of high-tech industries, including
the life sciences industry. The major tasks include
strengthening: talent attraction & cultivation, IP rights &
patent protection, and scientific development & compre-
hensive reform in traditional Chinese medicine.

Consumer Goods & Retail

Since the onset of the COVID-19 pandemic, promoting
the recovery of service-related consumption has been
the biggest challenge for China.

The scope of this work in 2022 covers four aspects: the
recovery of service-related consumption, expansion of
consumption in the county-level market, the consump-
tion of community-based elderly and childcare, and
sustainable consumption.

In service-related consumption, China will accelerate the
in-depth integration of online and offline consumption
and encourage new consumption formats and models.
For county-level commercial systems, it will develop
rural e-commerce and express logistics and distribution.
Elderly care and child care will have more supportive
facilities, and the household services industry will be
improved and expanded. China also encourages local
governments to promote spending on green smart home
appliances in rural areas as well as the replacement of
old home appliances.




Summary and
Implications

As CNN commented that “Chinese policymakers are
facing mounting challenges to keep growth steady”, this
year will undoubtfully be a tough year for China, amid
domestic and international turbulences like the
resurgence of COVID-19 and the fallout from the
Ukraine crisis. To guard against difficulties and defuse
risks, this year's Two Sessions have shifted the focus to
its “home front”. From maintaining domestic market
vitality to safeguarding employment security, the
keyword “stability” has become the theme of this year's
Government Work Report.

Steady growth will be the top priority in China's
economic work this year. Macro, micro, industrial,
regional and other policies will work together to take a
coordinated and proactive approach to achieve 5.5%
economic growth; and the overall growth momentum of
China's economy continues to be strong.

China's commitment to reform and opening-up remains
unchanged, as it stabilizes foreign trade, attracts foreign
investment, continues jointly building the Belt and Road
Initiative, and deepens multilateral and bilateral
economic and trade cooperation. These key focal points
send positive signals to multinational companies.

As this year's policies shift the focus on "stabilizing
economic growth", critical sectors such as infrastructure
and manufacturing will welcome a new boost.
Meanwhile, the real estate industry, which was hit
relatively hard last year, will usher in easing policies to
prevent prolonged weakening. Immediately after the
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Two Sessions, the Ministry of Finance confirmed that the
real estate tax reform would not be implemented in the
near future because the conditions to carry out it are not
ripe at present. It is also worth noting that sustainable
development will continue to be of special significance.
Work to achieve carbon-neutrality goals has welcomed
more concrete steps in this year's work report, bringing
both challenges and opportunities to company
developments as it fosters the development of new
business models, such as the circular economy.

The focus on sustainable growth also shows that China
has well recognized that the effect of geopolitical
instability might be long-term. As such, it is apparent
that the government has taken national security under
consideration, as reflected in its heightened emphasis on
self-sufficiency for energy and food, investing in military
and more. Moreover, as the Russia-Ukraine conflict
increases pressure on a Sino-US relationship already
strained on a variety of fronts, the call on March 18
between US President Joe Biden and Chinese President
Xi Jinping comes at a potential turning point for bilateral
ties. Though both sides stressed the need to manage
differences through dialogue and maintain open lines of
communication, they showed more differences than
consensus with uncertainties in the future. Therefore, it
is China's pressing priority to keep social and economic
stability domestically at the moment. Given this context,
it is imperative for multinational enterprises operating in
China to take these trends under consideration and
prepare for all incoming circumstances.
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