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China’s economy is slowing—
and at a faster pace than 
anticipated. A flurry of negative 

developments recently in the property 
and trust sectors could result in further 
weakness in the world’s second‑largest 
economy. Downside risks are growing, 
threatening to create negative feedback 
loops amid weak confidence and 
challenges in the manufacturing sector 
and labor markets.

In an effort to support the economy, 
the People’s Bank of China has cut 
key policy rates, and we expect more 
monetary policy easing to come in the 
weeks and months ahead. But with 
credit demand low, it’s uncertain how 
effective easing measures will be.

On the fiscal front, the response from 
authorities has been incremental so far, 
and if this approach continues, it’s going 
to take time to revive the confidence 
of consumers and businesses. With 
the goal of putting the economy 
on a sustainable long‑term path, 

the government appears, to date, reluctant 
to do a “big bang” type stimulus like it has 
done in the past, namely in 2015/2016. 
But if the challenges continue to deepen, 
the resolve of the Chinese authorities on 
this front will likely be tested.

Even if we see a number of defaults 
among China’s private sector property 
developers in 2023, the risks of a 
systemic financial crisis in China appear 
low. Following the government’s financial 
deleveraging campaign that began in 
2017, Chinese banks have been quietly 
strengthening their balance sheets.

At the same time, China’s riskier “shadow” 
banking system, of which trusts are a part, 
is smaller in terms of relative importance 
today than it was five years ago. There 
has been a wave of regulations to contain 
the industry and develop more formalized 
channels of financing. As such, the key 
risks in the financials sector remain more 
at the periphery of the financial system 
and potentially resolvable through timely 
regulatory interventions.

KEY INSIGHTS
	■ China’s economy is slowing faster than expected, and further weakness is 

possible amid a flurry of negative developments in the property and trust sectors.

	■ We expect further monetary policy easing measures from China’s central bank to 
support the economy.

	■ Fiscal support measures have been incremental so far, and if this trend continues, 
we believe it will take time to revive the confidence of consumers and businesses.
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Against this backdrop, we believe that 
it’s important to continue monitoring 
developments in the property sector 
and possible spillovers to other sectors, 
which could lead to a broader loss 
of confidence in the financials sector 
among consumers and businesses.

So far, the emerging market economies 
are showing resilience in the face of 
China slowing, which is encouraging. 
Going forward, it will be important to 
watch the performance of commodity 
exporters and Asian manufacturers, as 
these are typically most exposed to 
China’s economy. Commodity demand 

has continued to be supported 
globally even as China slows amid a 
structural shift toward green energy and 
infrastructure buildouts.

As always, we are employing an 
investment process with prudent 
risk management that leverages our 
global research platform to identify 
opportunities and risks across markets 
and sectors. As long‑term investors, 
we make assessments based on the 
prospects of individual positions, and we 
are mindful that periods of volatility can 
reward patient investors.
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Important Information

This material is being furnished for general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any 
nature, including fiduciary investment advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to 
seek independent legal, financial and tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. 
and/or its affiliates receive revenue from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The 
value of an investment and any income from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any 
jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’ 
accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject 
to change without notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the 
material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is 
provided upon specific request. It is not intended for distribution to retail investors in any jurisdiction.
DISCLOSURE CONTINUES ON THE FOLLOWING PAGE.

T. Rowe Price focuses on delivering investment management 
excellence that investors can rely on—now and over the long term. 
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