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President Xi Jinping, left, chats with Chinese Premier Li Keqiang after the opening session of Congress. AP

China will use infrastructure spending, private sector investment and business tax

cuts to keep the economy growing around 6.5 per cent "or higher" this year as Premier

Li Keqiang stressed in a keynote speech that stability was the government's

"overriding" priority ahead of November's leadership reshuffle.

In his work report to the country's annual session of parliament on Sunday, Mr Li

slightly downgraded the country's growth and money supply targets, signalling the

government would do more to tackle problems such as high debt levels and industrial

overcapacity.

At the same time, the government will maintain a high level of infrastructure

spending to offset the slowdown in housing construction, a move that is expected to

shore up demand for commodities like iron ore and coking coal used in producing

steel.

by  Lisa Murray  Angus Grigg
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The confirmation that China was largely sticking to the economic growth script and

putting off any drastic, and potentially destabilising, reforms will be interpreted as

good news for Australian exporters of iron ore and coal. The iron ore price has nearly

doubled since June last year to be trading above $US87 a tonne, and while coking coal

has pulled back sharply from its highs of last year it is still well above the depressed

levels of 2015.

Mr Li said the government's focus would be on boosting consumption, shutting down

idle steel mills and coal mines, cleaning up the environment to "make our skies blue

again" and allowing more room for the private sector and foreign companies.

While last year's speech triggered a rally in commodities after Beijing signalled

economic development was still its "central task," Mr Li indicated the focus this year

was on a smooth run-up to the 19th Party Congress in November, at which five of the

country's seven top leaders are set to be replaced.

"Stability is of overriding importance," said Mr Li. "We should ensure stable growth,

maintain employment, and prevent risks."

"At present, overall, systemic risks are under control," he said. "But we must be fully

alert to the build-up of risks, including risks related to non-performing assets, bond

defaults, shadow banking, and Internet finance."

The country's growth target was downgraded to "around 6.5 per cent" from a target of

6.5 per cent to 7 per cent last year, while its money supply target was reduced to 12 per

cent from 13 per cent.

China plans to cut steel production capacity by around 50 million tonnes and shut

down at least 150 million tonnes of coal production facilities. Both capacity cuts were

in line with expectations although for coal, the target was significantly smaller than

last year's 290 million-tonne reduction.

Mr Li said the government would lower taxes and administrative fees for businesses

by about 550 billion yuan ($105 billion) and boost consumption of services by

encouraging more private sector involvement in healthcare, education and aged care.

On infrastructure, the government outlined plans to spend 800 billion yuan on

railway investment, 1.8 trillion yuan on highway and waterway projects and build 6

million apartments for social housing. The outlay is similar to that in 2016, which

helped the economy grow at 6.7 per cent for the year.

Liu Xuezhi, economist at the Bank of Communications said while the growth target

was slightly down on last year "it is still reasonably strong and should send a positive

signal to commodity markets."

"As we see from recent strong data, China's economy has stabilised," Mr Liu said.

While Mr Li didn't mention new US President Donald Trump, he appeared to

reference uncertainty about American economic policy as a key challenge for China

this year. During the election campaign, Mr Trump threatened to impose sweeping

tariffs on Chinese imports in a bid to protect American factories and jobs.

http://www.afr.com/news/policy/foreign-affairs/china-lashes-out-at-julie-bishops-arrogant-fingerpointing-20170314-guxjgj
http://www.afr.com/news/policy/foreign-affairs/china-hopes-for-a-rethink-on-missiles-from-south-koreas-next-leader-20170310-guvlx4
http://www.afr.com/news/policy/foreign-affairs/china-launches-a-tourism-offensive-in-the-south-china-sea-20170310-guvfhs
http://www.afr.com/news/world/asia/china-warns-of-arms-race-after-us-thaad-deployment-in-korea-20170308-gut9fl
http://www.afr.com/latest
http://www.afr.com/news/economy/unemployment-surge-complicates-rba-interest-rate-plans-20170316-guzlv8
http://www.afr.com/news/policy/tax/super-for-housing-still-on-the-table-20170316-guzols
http://www.afr.com/markets/currencies/australian-dollar-surges-near-2pc-as-greenback-loses-lustre-20170315-guz2p7
http://www.afr.com/latest
http://www.afr.com/news/economy/unemployment-surge-complicates-rba-interest-rate-plans-20170316-guzlv8
http://www.afr.com/news/policy/tax/super-for-housing-still-on-the-table-20170316-guzols
http://www.afr.com/markets/currencies/australian-dollar-surges-near-2pc-as-greenback-loses-lustre-20170315-guz2p7
http://www.afr.com/news/economy/china-targets-growth-of-about-65-amid-drive-to-reduce-risk-20170305-gur160


3/16/2017 China's growth plan expected to shore up demand for iron ore | afr.com

http://www.afr.com/news/policy/foreignaffairs/chinasgrowthplanexpectedtoshoreupdemandforironore20170305gur3qn 3/4

Recommended From Around the Web

"World economic growth remains sluggish, and both the de-globalisation trend and

protectionism are growing," Mr Li told parliament. "There are many uncertainties

about the direction of the major economies' policies and their spill-over effects, and

the factors that could cause instability and uncertainty are visibly increasing."

He suggested China would "oppose protectionism" and "become more involved in

global governance."

Mr Li said China would strengthen maritime and air defences as well as border

controls but unlike in previous years, he didn't provide any details of the defence

budget. A spokeswoman for the parliament said on Saturday military spending would

rise about 7 per cent, the smallest increase in seven years and less than the 10 per cent

jump for US defence spending flagged by Mr Trump. However, she didn't provide the

actual amount.

Mr Li warned any push for independence in Hong Kong would "lead nowhere."

Hong Kong is a part of China but operates under the "One Country, Two Systems"

approach, which allows the city to run its own affairs. However, there is increasing

concern Beijing is tightening its control over Hong Kong following recent incidents

where Chinese police appear to have entered the city and taken people back to the

mainland for questioning and detention.

The most recent case was Chinese-born billionaire Xiao Jianhua, who has been

missing since late January.

Mr Li said China would also "never tolerate any activity, in any form or name, which

attempts to separate Taiwan from the motherland."

China still considers the self-governed island of 23 million people as a renegade

province. Cross-strait relations caused a diplomatic spat between China's government

and the new US administration after Mr Trump broke with protocol and accepted a

congratulatory phone call from Taiwan's leader Tsai Ing-wen.

Mr Trump also suggested Washington's One China policy was up for negotiation but

has since confirmed his support of the longstanding agreement which underpins the

bilateral relationship by acknowledging China's claim to Taiwan.
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