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Abstract 

The COVID-19 epidemic has impacted China's economy in terms of both demand and 
supply. There are still great uncertainties about the impact of coVID-19 on China's 
economy. In particular, the global spread of coVID-19 may "reverse" the impact on 
China's economy. Under the impact of the epidemic, China's economy will face many 
challenges, but responding to the information revolution brought by the epidemic will 
create new development opportunities. In order to promote economic recovery and 
revitalization, we should focus in the short term on helping small, medium-sized and 
micro enterprises, groups in difficulty, and smoothing the economic cycle both at home 
and abroad. In the medium term, we should focus on achieving the goals and tasks of 
economic and social development for the whole year and implement a package plan for 
post-epidemic economic recovery and revitalization. 
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1. The epidemic has hit China's economy in terms of both demand and 
supply 

The sudden outbreak of COVID-19 has had a huge impact on the global and Chinese economies. 
Compared with the SARS epidemic in 2003, the epidemic is more contagious and wide-ranging, 
and the control measures adopted to deal with the epidemic are more forceful, thus having a 
greater impact on short-term economic activities. The consensus is that the epidemic has had a 
greater impact on China's economy than during the SARS epidemic in 2003. 

1.1. The epidemic has a strong short-term impact on China's economy 

The short-term impact of the epidemic on China's economy is relatively strong, but on the basic 
level, China has quickly prevented and controlled the epidemic and achieved economic 
recovery. The growth rate of GDP in the 20 quarters from 2015 to 2019 was basically between 
6.0% and 7.1% on a year-on-year basis. Due to the impact of the epidemic, GDP in the first 
quarter of 2020 decreased by 6.8% on a year-on-year basis, turned from negative to positive in 
the second quarter with a year-on-year growth of 3.2%, and dropped by 1.6% on a year-on-
year basis in the first half of the year. In the 20 quarters from 2015 to 2019, the growth rate of 
GDP was basically stable between 1.2% and 2.0% quarter-on-quarter. In the first quarter of 
2020, the growth rate dropped by 10.0% quarter-on-quarter.The value added of the three 
industries increased by 3.3%, 4.7% and 1.9% year on year in the second quarter, up 6.5, 14.3 
and 7.1 percentage points respectively from the first quarter. According to the overall data in 
the first half of the year, the added value of the primary industry has turned from negative to 
positive, with a year-on-year growth of 0.9%. The added value of the secondary and tertiary 
industries has dropped by only 1.9% and 1.6% respectively, remaining on the normal and 
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controllable track of development. Quarterly data contrast can be seen that GDP growth 
because of the outbreak hit hard after a sharp dip, been restorative growth and steady recovery 
in the second quarter, part of the main indicators improved significantly, the overall stability in 
economic activities is slightly below the level before the outbreak, China's economy adjust and 
confined compressive ability is strong. 

1.2. The impact of the epidemic is uneven in time and space. 

On the whole, the impact of the epidemic on the economy is short-term, staged and uneven in 
time and space. In terms of time, the impact of the epidemic on the economy is diminishing. As 
the positive trend of epidemic prevention and control becomes clearer and the resumption of 
work and production accelerates, the impact of the epidemic on the economy will ease. Based 
on past experience, after the short-term impact of the epidemic, with the relaxation of 
quarantine measures and gradual improvement of the consumption environment, the market 
is expected to improve, household consumption and enterprise production will gradually 
return to normal, and economic growth will gradually return to the potential growth level. 
From the perspective of space, the impact of the epidemic on the economy is different. In China, 
1,396 counties, or 46 percent, were free of the epidemic. By preventing and controlling imports, 
these regions can speed up the resumption of production. With the exception of some high-risk 
areas, the country as a whole can gradually shift its focus to resume work and production, and 
speed up the return of the economy to the normal track. 

1.3. The epidemic will not change the basic situation of China's long-term 
economic prosperity. 

First, The self-healing capacity of China's super-large market advantage will be fully 
demonstrated after the outbreak. In 2019, China's total final consumption is about $7 trillion, 
roughly the same as that of the United States, making it one of the world's largest consumer 
markets. Although the epidemic has had a big impact on household consumption, the pent-up 
consumer demand, especially for tourism, entertainment, catering and consumer durables, will 
be released rapidly under the psychological drive of compensatory consumption after the 
epidemic, and will form a driving force for China's economic recovery. Second, the resilience of 
China's complete industrial system will be fully demonstrated after the epidemic. China's 
manufacturing sector accounted for 25% of the global share of more than 220 kinds of 
industrial production for the first in the world, formed a relatively complete manufacturing 
system and production networks, a more advanced industrial chain, supply chain, even after 
the epidemic spread in the world to bring or interrupt blocked part of the supply chain, our 
country still has strong ability of alternative production and the adjustment, make the most of 
the products' demand of terminal production security. Third, the reconstruction capability of 
China's strong social mobilization organization mechanism will be fully demonstrated after the 
epidemic. The response to the epidemic has achieved remarkable results in a relatively short 
period of time, further demonstrating the institutional strength of socialism with Chinese 
characteristics and building the confidence of the Chinese people to stand together and 
overcome the epidemic. Thanks to the comprehensive measures taken by the central 
government, China was able to effectively control the epidemic within a short period of time, 
overcome the negative impact of the epidemic, and maintain stable economic and social 
operation, demonstrating the strong resilience of the Chinese economy and the strong 
advantages of its management system. 

Covid-19 is the most important exogenous risk in the first half of the year, which is related to 
the overall weakening of indicators such as GDP and industrial added value on the output side, 
as well as fixed asset investment, social retail consumption and growth rate of import and 
export on the demand side. GDP even shrank by 6.8% in the first quarter. This paper believes 
that the impact of the epidemic on the economy is a short-term factor. With the arrival of the 
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post-epidemic period, the epidemic prevention policies such as lockout and shutdown are 
gradually lifted, and the economy has entered the track of recovery, and this trend will run 
through the second half of the year. The stronger demand side of the recovery in the second 
quarter was real estate investment in investment and car consumption in consumption, and the 
second half is likely to shift to infrastructure investment and services consumption. But the 
risks to external demand remain alarming, and lost consumption cannot be replaced. It is 
difficult to see full-year GDP growth above 4 per cent from an optimistic perspective. 

 

 
 

In some periods of the first half of the year, the epidemic was severe in China, and the 
government's epidemic prevention measures included the shutdown and shutdown of non-
essential industries, so industrial output was severely hit, especially labor-intensive industries. 
Indicators such as upstream and downstream net demand also fell, according to PMI 
observations. By June, new signs of passive destocking began to appear, and it is expected that 
the second half of the year will enter the phase of active inventory replenishment, and 
endogenous forces will promote further economic repair. Combined with the demand and 
inventory indicators, the first half of this year quickly went through the active inventory, 
passive inventory, active inventory three stages, around the middle of the year has initially 
turned to passive inventory. In the second half of the year, the economy is likely to turn to active 
inventory adding, and the output performance will be further recovered. From the perspective 
of the industry, raw material industries such as ferrous metals are less affected, while 
manufacturing industries are more significantly affected,but recover more quickly later, such 
as specialized equipment manufacturing and electronic manufacturing industries. In the long 
term, the demand cycle is also at the bottom of the stage. Although the negative impact of the 
epidemic continues, economic prosperity is picking up, market expectations are generally 
improving, and market confidence is gradually increasing. After a sharp drop of 35.7% in 
February, the purchasing managers' index (PMI) of the manufacturing industry rebounded 
quickly to above the line separating expansion from contraction. It reached 50.9% in June. In 
particular, the production index and the expected index of production and operation activity 
reached 53.9% and 57.5%. The index of non-manufacturing business activity has bounced back 
month after month, reaching a high sentiment range of 54.4 per cent in June. The composite 
PMI output index has been in an expansion range of more than 53.0 per cent for four 
consecutive months, reaching 54.2 per cent in June. 
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Investment demand remains the single most important component of aggregate demand. 
Investment is under great pressure. In the first quarter, national fixed asset investment 
(excluding rural households) declined by 16.1% year on year. With the sustained efforts of 
stabilizing investment policy, the decline in the second quarter was significantly narrowed, but 
in the first half of the year, it still dropped by 3.1% year on year. By industry, fixed asset 
investment in the first, second, and third industries in the first half of the year grew by 3.8%, -
8.3%, and -1.0% year on year respectively, up by 17.6, 13.6, and 12.5 percentage points 
compared with that in the first quarter. In terms of components, manufacturing investment was 
hit hardest during the epidemic. And due to the nature of the subsequent cycle, it is expected 
that the future will continue to be dominated by a slow recovery, but the direction of recovery 
is more certain, which is also the most important manifestation of the endogenous economic 
forces. In the second quarter of the recovery from the bottom of the demand process, the 
performance of real estate is significantly better than expected, was the most important driver 
of investment demand. Infrastructure investment has also picked up, and by May it had 
outpaced real estate investment, making it the best performer of the three. This article thinks 
that may replace the real estate investment to become the second half of the investment 
demand bright spot. 
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In the first half of the year, the value added of the service sector fell by 1.6% year on year, of 
which the first quarter was down by 5.2% year on year, and the second quarter was up by 1.9% 
year on year after steady recovery. In the first half of the year, the national service sector 
production index fell 6.1 percent year on year, 5.6 percentage points less than in the first 
quarter. Cultural tourism, cinema, transportation, catering accommodation industry such as the 
outbreak hit most directly, domestic tourism, outbound tourism, inbound tourism sector hit 
most directly, domestic tourism, outbound tourism, inbound tourism sector across the lockout, 
theaters and other places of airtight closed for half a year, falling by 54.8% in the first half of 
commercial passenger traffic, freight volume fell 7.8% year on year in the whole society, 
wholesale and retail trade, accommodation and catering industry added value fell by 8.1%, 
26.8%. 1.4 On the price side, the consumer price Index (CPI) rose modestly, while producer 
price index (PPI) remained low and the market is expected to improve. In the first half of this 
year, China's CONSUMER price Index (CPI) rose by 3.8% on a year-on-year basis. In the first 
half of the epidemic prevention measures on consumption is mainly reflected in two aspects. 
First, the closure of shopping mall facilities and depressed real estate sales have led to a sharp 
decline in the consumption of durable goods such as cars, home appliances and building 
materials. But the decline in necessities such as food, medicine and daily necessities was limited. 
Second, service consumption has been hit significantly, with catering, tourism, transportation, 
entertainment and other industries, which are densely populated, bearing the brunt. In addition, 
consumption format from offline to online situation is further accelerated. According to the 
latest data, the consumption of durable goods such as cars and appliances has recovered or 
even exceeded the peak before the outbreak in May. At present, the probability of automobile 
consumption is stable again, and service consumption will be further repaired. Transportation 
and catering, in particular, will be important short-term marginal growth drivers with the 
resumption of work and production. In addition, tourism, entertainment, catering and so on 
also need to pay attention to whether the government relaxed epidemic prevention measures. 
The high probability will gradually lift the restriction on the number of people in the scenic spot 
and the cinema line. Therefore, service consumption will be the key direction of consumption 
recovery in the second half of the year. 
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In the first half of the year, the export trade was obviously affected. After experiencing 
turbulence in the first quarter, the import and export of Goods in the second quarter recovered 
somewhat. In the first half of the year, the import and export of Goods in China fell by 3.2% 
compared with the same period of last year, among which the export fell by 3.0% and the import 
fell by 3.3%. In the first five months of this year, China's service exports fell by 2.3% year-on-
year, among which the import and export of knowledge-intensive service trade increased by 
8.7% year on year, accounting for 43.3% of the total. The export of epidemic prevention 
materials increased significantly. The export of textiles, including face masks, increased by 32.4% 
in the first half of the year. The export of medical materials, pharmaceuticals, medical 
instruments and apparatus increased by 23.6% and 46.4% respectively. Net exports of goods 
and services pulled down 0.2 percentage points of GDP in the first half of the year. Due to factors 
such as active destocking at home, continuous fermentation of the epidemic abroad affecting 
logistics, and continuous decline in commodity prices, the amount of imports was significantly 
lower than that of the seasonality. The export amount is relatively stable, mainly due to the 
early outbreak of the epidemic in China, the timely and effective response measures, and the 
increase in the export of medical supplies to some extent to make up for other losses. The 
balance of trade increased significantly, with some signs of a so-called "recessionary deficit". 
We believe that with the improvement of the epidemic at home, the output side problems 
affecting trade will gradually disappear, and overseas demand will remain the most important 
factor. As the epidemic continues to spread at an accelerating pace in emerging countries and 
some developed countries, the risks of external demand still require constant vigilance. 
International commodity prices have picked up significantly since the latter part of the second 
quarter, which may help increase the import volume to some extent in the future. From the 
perspective of the global industrial chain, the current difficulties faced by the manufacturing 
industry will continue to exist. Besides the impact of overseas demand, the impact of the 
epidemic on upstream supply cannot be ignored. In addition, the US will hold a general election 
in the fourth quarter of 2020. The Trump administration's "China card" campaign for votes may 
exacerbate the trade conflict between China and the US, and there may be a risk of renewed 
intensification. 

2. Challenges and opportunities facing China's economy under the impact 
of the epidemic 

Under the impact of the epidemic, China's economy will face certain challenges. Internationally, 
the rapid spread of the epidemic around the world has sharply increased the uncertainty of the 
external environment. By February 28, 2020, the STOCK market in the United States had 
suffered four stock circuit breakers, and the stock markets in some European countries had also 
fallen sharply. Risks in the international financial market continue to gather. Some people even 
fear that a new round of financial crisis may occur. For some time to come, the epidemic will 
continue to develop in Europe and the United States, and its impact on the global economy and 
financial markets will bring great uncertainty. In particular, in the event of a severe economic 
recession, the global macro policy response will be much more difficult than in 2008. Take the 
Federal Reserve as an example. The fed funds target interest rate was between 4% and 4.25% 
at the end of 2007. Now it is only between zero and 0.25%. Most other major economies are 
also at negative rates, leaving little room to cut rates. Fiscal policy is also constrained by high 
levels of government debt. At the same time, it is much more likely that disruptions in global 
supply chains will in turn "feed back" China's economy. The global distribution of the 
manufacturing supply chain has obvious characteristics. Once the epidemic impact causes the 
supply chain to be blocked or interrupted, the impact on China's export-oriented industries will 
appear. 
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Domestically, the follow-up effects of the epidemic also need to be paid close attention. First, 
the employment situation is more severe. In the face of a sharp slowdown in economic growth, 
the pressure on enterprises to reduce staff and the increased risk of some small and micro 
businesses stopping production or closing down have significantly increased the pressure on 
employment.The impact of the epidemic on employment will make it more difficult for low-
income people.  

Second,structural upward pressure on prices has increased. Production and business activities 
are resuming in an orderly manner. However, it still needs a process to reach full capacity after 
the resumption of work and production. In the short term, the supply in some production areas 
may not keep up with the demand, and then the price of some products will rise. 

Third, the uncertainty of the real estate market. The epidemic has had an impact on the real 
estate market, with the sales of commercial housing falling sharply. After the epidemic, market 
expectations are still not stable, which may put further pressure on the real estate market.  

Fourth, the gap between local government revenues and expenditures widened. Enterprises' 
production and operation activities are contracting, local governments' revenues are sharply 
reduced, and spending on epidemic response is increasing sharply. The gap between income 
and expenditure will continue to widen, and it is difficult to close it quickly with the end of the 
epidemic. 

The fifth is the siltation of liquidity in the banking system. The demand for residential mortgage 
loans and the short-term financing demand caused by the insufficient production load of 
enterprises may shrink the credit demand of the financial industry, and a large amount of 
liquidity is deposited in the banking system. The epidemic has brought new opportunities to 
China's economic development. The epidemic has not only brought a short-term impact to 
China's economy, but also brought opportunities for the development of new business forms 
and models such as online retail, online office, online education and telemedicine, indicating 
that the digitalized and intelligent transformation of China's economy will be significantly 
accelerated after the epidemic. 

First, digital upgrading of the service sector will accelerate. After the outbreak, offline 
experiential service will be gradually restored, retail, online services such as education, health 
care market demand will be sustained activation of curing new forms and new model for the 
service industry, and for the related digital science and technology innovation brings new 
opportunities, in the field of digital services and software industry more competitive, likely 
born digital technology innovation and services of the new leader. 

Second, intelligent transformation of the manufacturing industry will be accelerated and 
deepened. During the epidemic, drones and intelligent robots joined the fight against the 
epidemic, and 5G+ infrared temperature measurement, 5G+ delivery robots and 5G+ cleaning 
robots were launched at a faster pace. In the wake of the epidemic, the manufacturing industry 
is accelerating digital and intelligent transformation, which will create huge demand for new 
infrastructure, new technological equipment and new manufacturing systems, and create 
conditions for the large-scale deployment of next-generation information technologies such as 
5G, artificial intelligence, the Internet of Things and the Industrial Internet. 

Third, the pace of building smart cities will be significantly accelerated. The epidemic has 
exposed the shortcomings that still exist in urban governance. Intelligent cities can realize 
multi-party data fusion and effectively improve the ability of cities to cope with emergencies. 
After the epidemic, local governments will strengthen their ability to use big data, artificial 
intelligence, cloud computing and other digital technologies to enhance the digital and 
intelligent level of urban management. The top-level design framework for smart city 
construction will continue to be upgraded, so as to better play a supporting role in public event 
emergency response and resource allocation. 
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Fourth, capacity building in public health and emergency management will be strengthened. 
The epidemic has exposed some weaknesses in China's social development. For example, there 
are still weaknesses in medical services, public health, emergency management and other areas. 
After the outbreak, to catch up the short board, strong or weak, increasing investment in the 
field of social, swallow the social construction of short weaknesses, especially to strengthen 
medical security, public health, improve the mechanism of the major epidemic prevention and 
control system, improve the national public health emergency management system, will 
significantly improve the ability to deal with major public emergency in our country. 

Fifth, foreign investors will continue to be bullish on the Chinese market. China's capital market 
less volatility in the outbreak, epidemic prevention and control of prior to work abroad, will 
bring good to the domestic stock market, bond yields for global major developed economies is 
still has the advantage, maintain the overall stability of RMB exchange rate, and opening of 
China's financial industry continue to speed up the pace, it will attract more foreign investors 
to enter the Chinese market. 

3. Major issues of concern to China's economy abroad 

3.1. Politicization of epidemic prevention and control in some countries may 
increase the pressure on China to prevent imported cases 

According to real-time epidemic data, real-time statistics released by Johns Hopkins University 
in the US show that the global epidemic continues to spread and the situation in many countries 
is not optimistic. As of 23:00 Beijing time on September 13, 2020, the number of confirmed 
coVID-19 infections outside China has reached 17,426,000, with a total of 916,181 deaths. The 
top three countries, the United States, Brazil and India, have reported 463.5, 261.4 and 1.649 
million confirmed cases respectively, accounting for 51.1 percent of the total number of 
confirmed cases worldwide. By Oct. 1, the death toll in the United States is expected to exceed 
200,000, according to a closely watched forecasting model. There have been a number of mass 
infections in Brazil; India has been infected with coVID-19 for more than 80,000 people a day 
for several days. The former prime minister died from infection. The International Monetary 
Fund's latest forecast is that the global economy will shrink by 3 per cent in 2020. The 
Economist Intelligence Unit expects global GDP to contract by 2.2% in 2020. The Chinese 
economy is not immune to the epidemic and has been greatly affected. According to the growth 
curve of confirmed cases in major foreign economies, most countries have not reached the peak 
and are still in the most severe stage of epidemic prevention and control. The death rate from 
COVID-19 is currently 3.86%, and if more than 30 million people are confirmed by the end of 
2020, the number of people worldwide who will lose their lives to COVID-19 will exceed one 
million. Some Western countries, led by the United States, have turned their backs on scientific 
common sense in epidemic prevention and control. They are eager to cover up the epidemic, 
shirk responsibility and flatter their political achievements. As a result, the epidemic 
prevention and control measures are not in place, which is bound to drag the global economy 
into the mire. As long as the epidemic continues to spread abroad, China will not be immune 
from it. The pressure of "preventing imports from abroad and preventing a rebound from 
within" will continue, which will greatly increase the cost of epidemic surveillance and 
prevention in China. 

3.2. Recession in major global economies may drag down China's economy 

The PACE of Development In the United States, hit by the COVID-19 epidemic, saw its gross 
domestic product fall at an annual rate of 32.9 percent in the second quarter, a record low. Gross 
domestic product in Germany, Japan, Russia, India and other countries is expected to shrink by 
at least 10% in the second quarter. The International Monetary Fund's World Economic 
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Outlook released in June forecasts that in 2020, developed economies will grow by 8.0% year 
on year, while emerging market and developing economies will grow by 3.0% year on year. The 
US economy is expected to contract by 8.0%, the eurozone by 10.2% and Brazil by 9.1%. The 
UN Conference on Trade and Development's World Investment Report 2020, released in June, 
predicts that global foreign direct investment (FDI) flows will fall by almost 40 per cent year-
on-year in 2020 and a further 5-10 per cent in 2021. China's economic development has been 
deeply integrated with the world economy, when the world's other major economies a serious 
recession, we must also face the foreign business's determination to keep factories and workers 
idle bring barriers to our industry chain supply chain, international trade and investment may 
be shrinking, outside the outbreak in China commodity exports slumped badly and other 
problems. 

3.3. Overseas unlimited easing policy may bring risks to the development of 
emerging economies 

COVID - 19 after the outbreak of the policy experience during the global financial crisis in 2008, 
the world's advanced economies both fiscal policy and monetary policy, continue to increase 
the fiscal deficit and increasing government bonds, to reduce the interest rate, to reduce the 
reserve ratio, increasing the leveraged financial institutions, financial aid and other ways for 
financial institutions, enterprises and residents to provide liquidity support. Moreover, 
expansionary fiscal policies and loose monetary policies around the world this year are being 
implemented on a much larger scale and at a much faster pace than in 2008. However, instead 
of flowing into the medical treatment system, public health construction and the real economy, 
most of the money flowed into the financial market, especially the stock market. The US 
financial market rebounded strongly after the crash, and the stock market appeared artificial 
false prosperity and rigid bubble, which ran counter to the development of the real economy. If 
the US overruns its debt limit and the financial market bubble bursts, the risks will surely be 
transmitted to the real economy, thus affecting the development of the global economy. Large-
scale economic stimulus policies must also consider how to exit in the future. The exit of the 
last round of quantitative easing policy, the Federal Reserve raised interest rates and reduced 
the balance sheet to recover liquidity, left many emerging economies facing capital outflow and 
currency depreciation, and caused inflation and even currency crisis. It is foreseeable that after 
the outbreak of the epidemic, the withdrawal of unlimited overseas loose economic policies will 
cause more severe shocks to emerging economies. It is necessary for us to make pre-judgment 
and reserve policy tools in advance to prevent and defuse possible financial risks. 

3.4. The trade war between China and the US and the negative effects of 
frictions across the board may slow down China's economic recovery 

The world today is undergoing a new round of major development, major changes and major 
adjustments, and countries are increasingly interconnected in their economic and social 
development. However, against the backdrop of the epidemic, economic downturn and 
populism, the United States pursues the "America First" policy and adopts extreme pressure 
method to intimidate China. Multilateralism and free trade system are under attack, and china-
us relations have faced fierce frictions in the fields of economy, trade, science and technology, 
finance and other fields. Economic and trade frictions combined with the impact of the epidemic 
have greatly reduced the import and export trade between China and the US. In the first half of 
this year, the total value of China-Us trade declined by 6.6% over the same period last year. 
Among them, China's exports to the US fell by 8.1%, imports from the US by 1.5% and trade 
surplus by 10.8%. Recently, friction is likely to china-us relations beyond the market access, 
investment protection, intellectual property rights and other traditional economic and trade 
issues, and gradually extended to the scientific and technological innovation, technology 
blockade, talent education, international exchange, and even ideological, upgraded by trade 
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friction to the battle of science and technology, finance, war, war for talent, geopolitical battle, 
etc., for China's global trade, foreign investment, the industrial chain stability and cause serious 
damage, such as geopolitics in order to delay the historical process of China's economic 
recovery. 

4. Trend of China's economic operation in the post-epidemic era 

After the epidemic prevention and control becomes normal, what mode will the Chinese 
economy continue to operate? This depends on the sustainability of the impact of the epidemic 
abroad, the effectiveness of the policies of countries around the world to hedge the impact of 
the epidemic, and the resilience and potential of each country's economic and social 
development. In the era of economic globalization, the prospects of economic operation of all 
countries are interrelated. No country can fight on its own. 

4.1. V operation 

"V-shaped operation" means that the economic operation suffers a relatively severe downturn 
under the impact of the epidemic, and after the epidemic is effectively brought under control, it 
rebounds back to the pre-epidemic growth level in an orderly manner. The reason for this trend 
is that in the long run of economic development, the sources of economic growth are diverse, 
such as resources, capital, labor, technology, knowledge and institutions. Since the outbreak of 
COVID-19, all the core factors affecting economic development have not been fundamentally 
affected. Natural resources, the quantity and quality of labor force, human capital, technological 
upgrading and iteration, knowledge progress and so on have not changed fundamentally. 
Therefore, the impact of the epidemic on economic development is temporary and staged. Once 
the epidemic is over, the suspended major project construction and investment plans will 
restart, the suppressed consumer demand will rebound, and the economy will gradually 
recover and return to the normal track, thus presenting a V-shaped reversal trend. 

4.2. L type operation 

China's economy has shown a sharp rebound in the second quarter, and most economic 
indicators have shown recovery growth. Therefore, the existence of "L-shaped operation" trend 
is not the possible trend of China's economic operation, but more about the future development 
trend of other global economies. For some countries, the impact of the COVID-19 epidemic on 
economic and social development has been long-lasting, exacerbating the underlying economic 
and social crisis. For example, the destruction of the world trade order caused by the US's exit 
from the WTO, the failure of many small and medium-sized enterprises to withstand the crisis, 
the fatal impact of residential investment bankruptcy, and the collapse of business and 
consumer confidence may lead to a prolonged economic downturn. Judging from the current 
situation, the impact of the epidemic on China's economic performance in the first half of the 
year is certain, and the recovery growth in the second quarter also laid a good foundation for 
the second half of the year. 

No matter how the macro economy operates, one thing is certain: even if the epidemic is over, 
the economic situation will hardly rebound to the growth level before the epidemic in a short 
period of time. The economic sector must be prepared for a long struggle. It is estimated that if 
the global epidemic can be effectively controlled in the fourth quarter of 2020, and China's 
economy can return to the pre-epidemic growth level in the fourth quarter, China's economic 
growth rate is expected to reach around 3% for the whole year. Under the influence of the base 
effect, economic growth is expected to reach around 8% in 2021, and continue to fall back to 
the normal operating track of around 6% in 2022. 
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5. China's economic recovery and revitalization will be promoted in the 
short and medium term 

5.1. Efforts should be made to prevent and control the epidemic and restore 
normal economic operation 

The most pressing task now is to continue to prevent and control the epidemic, try to end the 
epidemic at an early date and resume normal economic operations. To deal with the short-term 
impact of the epidemic, we should focus on helping small, medium-sized and micro businesses, 
groups in need and unblocking both domestic and international economic cycles. At the same 
time, while effectively preventing and controlling the epidemic, we should speed up the 
resumption of work and production, unblock labor chains, industrial chains and supply chains, 
and normalize the economic cycle as soon as possible. After the epidemic recedes, the economic 
operation still needs to be gradually restored, and the problems of small, medium-sized and 
micro enterprises and the disadvantaged groups will emerge. This requires that we will 
increase support for small and medium-sized enterprises, the implementation as soon as 
possible has periodic breaks on tax cuts JiangFei enterprise social security, and delayed repay 
maturing loans and reduce the burden of interest such as policy, let more short-term difficulties 
faced the outbreak hit but can still restore operation enterprise to survive, and by helping 
enterprises to solve problems such as labor, logistics channels, let enterprises to speed up the 
return to work rehabilitation and recovery operations. At the same time, assistance should be 
provided to local communities affected by the epidemic and facing difficulties in life, the 
unemployed should be guaranteed to receive unemployment benefits in full and on time, and 
the unemployed who are not covered by unemployment insurance should be provided with 
living allowances or public welfare employment opportunities. In hubei province, especially 
Wuhan city, which is heavily affected by the epidemic, a one-time subsidy can be paid according 
to the local minimum wage standard to help the disadvantaged groups tide over the difficulties. 
The central government will increase financial transfer payments to these areas accordingly. 

5.2. Implementation of the post-epidemic economic recovery and 
revitalization package 

In the medium term, we should focus on achieving the goals and tasks of economic and social 
development for the whole year and on completing the building of a moderately prosperous 
society in all respects. It should be noted that most of the short-term policies adopted to deal 
with the epidemic are emergency and temporary measures, lacking an overall assessment of 
the impact of the epidemic. The formulation of a package plan can, on the basis of a 
comprehensive assessment of the impact of the epidemic, and in accordance with the principle 
of seeking truth from facts, define the goal of economic recovery and revitalization, identify 
macro-policy orientation, and formulate and implement more systematic policy measures from 
both the demand and supply sides. This will convey to the whole society the determination to 
restore and revitalize the economy. It is also of great significance to stabilizing market 
expectations and boosting international confidence in China's economy. 

First, we will intensify our proactive fiscal policy. Fiscal policies should play a leading role in 
the recovery and revitalization of the economy after the epidemic. First, we need to further 
increase the deficit-to-gdp ratio. The deficit ratio will be around 2.8% in 2019. This year, the 
response to the epidemic has put pressure on the government to increase spending and reduce 
revenue. In addition, as the economy needs to be stabilized, it is necessary to raise the deficit 
ratio to a higher level. In recent years, China has learned from the eu's requirements for 
member states that the deficit-to-gdp ratio does not exceed 3%. However, since major EU 
countries exceeded this standard after the 2008 international financial crisis, China should not 
be bound by this standard either. Second, we will continue to cut taxes and fees. Last year, China 
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implemented more large-scale tax cuts and fee reductions, mainly to reduce value-added tax 
rates. We may also consider extending the phased tax reduction and fee reduction policy for 
small and medium-sized enterprises, or reducing their income tax rates. Third, expand the scale 
of special bond issuance. Last year, the size of special bonds was about 2.1 trillion yuan, which 
not only helps to give full play to the advantages of special bonds of long cycle and low cost, but 
also helps to release a large amount of liquidity accumulated in the banking system. 

Second, prudent monetary policy should be more flexible. We will continue to expand the scope 
of special debts, such as in the field of public health, and increase the proportion of special debts 
to be used as capital so as to leverage funds. We may consider issuing a variety of monetary 
policy tools, such as special Treasury bond open market operations and standing lending 
facilities, to commercial Banks and financial institutions, so as to maintain reasonable and 
adequate market liquidity and increase credit support to industries and small and medium-
sized enterprises that have been hit hard by the epidemic. We will guide financial institutions 
to lower lending rates and effectively reduce financing costs for small, medium and micro 
businesses and private enterprises. Provide discount interest loans to enterprises engaged in 
foreign trade export. 

Third, we will give higher priority to employment. Stable employment must be given priority. 
We need to use policies that fully assist enterprises in stabilizing employment, increase the 
refunding of unemployment insurance premiums and social security contributions, and 
support enterprises in stabilizing employment. In response to the rebounding demand for new 
skills after the epidemic, vocational skills upgrading and job-transfer training should be carried 
out. We will support and encourage the development of flexible industries and new forms of 
employment to make employment more flexible. 

Fourth, we will fully tap the potential of domestic consumption. Giving full play to China's 
advantages in the super-large market and unleashing potential consumer demand is not only 
an effective measure to hedge against the impact of the epidemic, but also a fundamental way 
to enhance the sustainability of economic development. The epidemic has had a particularly 
severe impact on offline consumption. We need to accelerate the resumption of shopping malls, 
markets and services, create a more convenient consumption environment, promote integrated 
development of online and offline consumption, and guide people to gradually resume normal 
consumption activities. We will encourage the consumption of automobiles and bulk consumer 
durables, and expand the market for physical goods. We will encourage the development of 
online services that are accessible, convenient and user-friendly, and increase the quality and 
capacity of service consumption. We will promote consumption of green products and health 
products and foster new growth areas for consumption. We will increase support for the 
development of information networks and tourism infrastructure in rural areas and the central 
and western regions, and unleash the potential of consumption by encouraging the consumer 
market to sink. 

Fifth, we will actively expand effective investment. What is most pressing now is to speed up 
the resumption of work on projects under construction, accelerate the start of projects already 
arranged, and bring investment back to a normal level. At the same time, we should take into 
account the impact and impact of the epidemic and actively expand effective investment. First, 
we will accelerate the launch of a number of new infrastructure projects. To meet the needs of 
digitization and intelligent transformation of the industry, a number of 5G base stations, big 
data centers and cloud computing centers will be built. Second, we will strengthen 
infrastructure and public service facilities in urban agglomerations and metropolitan areas. For 
some time to come, China's urban agglomerations and metropolitan areas will continue to be 
the main bearing places for population agglomeration, and it is necessary to strengthen the 
construction of intercity high-speed railway, urban subway and rail transit, education, medical 
and emergency services facilities. In view of the weak governance capacity of central cities 
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exposed by the epidemic, more investment should also be made in building smart cities. Third, 
we should strengthen the transformation of old residential areas. According to statistics, there 
are more than 6 billion square meters of old residential areas in need of renovation across the 
country. Strengthening the renovation and upgrading of old residential areas will effectively 
expand investment demand and alleviate the structural contradiction between supply and 
demand of housing. Fourth, on the basis of scientific proof, launch a number of major 
infrastructure projects to support the modernization drive, such as the high-speed railway 
along the Yangtze River, the Yanda Tunnel and the Qiongzhou Channel Tunnel. To expand 
effective investment, we need to continue to use PPP and other models to attract 
nongovernmental investment and mobilize the enthusiasm of nongovernmental investment. 

Sixth, we will speed up the cultivation and development of emerging industries. The epidemic 
has promoted the development of new technologies, new forms of business and innovation in 
consumption models, including urban agriculture, risk early warning, information traceability, 
smart cities, telemedicine, self-service retail, online education, video conferencing and online 
business operation, bringing opportunities to the development of emerging industries. We need 
to take advantage of the trend by promoting technological innovation and industrial application 
of artificial intelligence, the Internet of Things, big data, blockchain and other technologies. We 
need to enrich 5G application scenarios, promote digital and intelligent transformation and 
upgrading of urban management, manufacturing, and service industries, and promote 
industrial transformation and development of emerging industries, so as to form a number of 
strategic emerging industrial clusters. 

Seventh, we will maintain steady and sound development of the real estate market. Housing 
policy should not only adhere to the "room for not fry" guidelines, strive to build the real estate 
industry development of a long-term mechanism, and want to consider the huge association of 
real estate industry to the national economy influence and the impact of the outbreak of the 
real estate market, increase the elasticity of policy, take targeted measures to maintain the real 
estate market stable healthy development, to avoid the real estate enterprises appear a large 
number of debt default, drag on the banking and financing system. 

Eighth, actively stabilizing foreign trade and foreign investment. We will accelerate the 
restoration of the international trade industrial chain and ensure the unimpeded flow of the 
external supply chain. We will open the financial, telecommunications, medical and other 
service industries wider to the outside world. We will implement the Law on foreign investment 
and supporting regulations, continue to reduce the negative list for foreign investment, improve 
the business environment, and make foreign investment more attractive. The purpose of the 
package plan is to better play the role of the government in the area of market failure, rather 
than to replace the function of market allocation of resources. We should avoid excessive 
economic stimulus and government overarching initiatives, and avoid the formation of new and 
redundant projects in some areas. In addition to increasing direct investment in public welfare 
areas, the government may also make more indirect investments in other areas, such as 
discount interest rates and equity participation, which may stimulate the enthusiasm of 
nongovernmental investment to the greatest extent. Instead of simply rescuing poorly run 
enterprises, we should promote merger, reorganization and market liquidation in a market-
oriented manner. 
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