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Financial Deleveraging, Competitive Neutrality and Policy Transformation:

China’s Macroeconomic Outlook in 2019

TANG Duoduo
(Chinese Academy of Social Sciences, Beijing, China)

Abstract: China’s current economic slowdown needs to be analyzed from both the short-term and long-term per-
spectives. In the short term, the main cause of the economic slowdown is financial deleveraging, with the decline of
real estate and infrastructure investment as the main channel. In addition, the private economy also suffered a lot.
Counter-cyclical macro-control policies are normal operations in response to economic fluctuations and also a test of the
orthogonality and coordination between monetary and macroprudential policies, which cannot be simply interpreted as
“releasing water” or policy reversal. Policies supporting the private sector can be seen as a stopgap measure before the
establishment of the competitive neutrality principle and can also stabilize expectations. In the long term, the principal
contradiction in China’s macro-control has shifted from the tradeoff between employment and inflation to the tradeoff
between economic stability and financial stability. Financial deleveraging is not the off-balance-sheet items going back
on balance sheets and the return of traditional institutions, but the transformation of the whole monetary policy and fi-
nancial regulation. This transformation is not only directly related to the construction of China’s modern economic sys-
tem, but also directly related to whether China can break the financial curse and continue the growth miracle.

Keywords: Financial Curse; Shadow Banking; Financial Deleveraging; Macroprudential Policy; Competitive Neutrality
(%4 3% 5)



