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Defusing LGFV debts is key to contain recession risks (1): how much is at K

risk?

Total outstanding amount of local govt bonds were Total LGFV bonds grew rapidly to RMB13.7tn in 2022
RMB34.9tn at end-2022
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Defusing LGFV debts is key to contain recession risks (2): local “Z
government leverage rose steadily over time

LGFV and local government debts expanded over time Overall debt ratio increased during the past few years
while central government debt ratio remained steady on the back of slow growth
% of GDP
° m Central govt m Local govt o GDp W Corporate Local govt
- m Central govt Household 279 5 279
120 LGFV: bonds m LGFV: other debts 300 - ; 246 251 248 256 0
231
250 -
6 0 18870 o o %6 51 5 5 6 ©
80 - 200 + 168 172 33 36 26
142 138 0 2 o 26
150 - 232728.4248504952585760
19 18 33 37
100 -
40 -
50
0
I\OOO\O-—NMﬁ'LﬂkOI\OOO\Or—%
0 - S88ccococococoocoocoSSd
NNNNNNNNNNNNNNN%

2016 2017 2018 2019 2020 2021 2022

Source: BofA Global Research, NBS, Wind, CEIC



Defusing LGFV debts is key to contain recession risks (3): Central

government has room to lever up

The central government has roomto lever up...
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...and the PBoC did not expand its balance sheet
much during the past three years

USD bn
3mma

10,000

Fed ECB

B0 e PBo(C

8,000

6,000

4,000

-

2010 2012 2014 2016 2018 2020 2022

2,000

0




Defusing LGFV debts is key to contain recession risks (4): Weak
provinces suffer from higher funding costs & debt-payment burden

Tianjin, Guizhou and Gansu have high debt-to-fiscalincome ratio

RMB bn m | GFV debt m | GB Debt-to-fiscal income ratio %
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Property market not back on firm footing yet (1): Sales recovered slowly “Z

after the policy relaxation

Salesin 30 major cities picked up after policy easing
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Secondary homesales in 10 key cities has returned to
above 2022 level
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Note: Red dots indicate Lunar New Year (LNY) in each year. The shaded area represents the range seenin 2016-2020.
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Property market not back on firm footing yet (2): Home price stability is
key

New home prices dropped mom since June... ... and fewer cities saw home price increases
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Property market not back on firm footing yet (3): real estate funding is
still under stress

New home starts and sales haven’t improved Real estate funding is still under stress
significantly after the policy easing since Aug

Totalreal estate fund
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Property market not back on firm footing yet (4): Developers still face -

funding constraints

Real estate loan growth slowed further Developers still face financing constraints in bond market
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