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The Central Economic Work Conference was held in Beijing from December 10 to 11. The

meeting reviewed the economic work of 2025, analyzed the current economic situation, and outlined
the economic agenda for 2026. The meeting carried forward the work requirements and situation
assessments from the December Politburo session, and overall, we view the tone of this
meeting as moderate and positive. It is expected that the overall intensity of macro policies in 2026
will remain broadly consistent with 2025, continuing the approach of balancing countercyclical and

cross-cycle measures.

Compared with the December Politburo meeting, this Central Economic Work Conference

has identified five key areas of additional information to note:
(1) “Anti-involution: efforts remain unwavering and may even intensify marginally next year.

(2) Fiscal and monetary policies are likely to remain broadly stable, with the deficit ratio
projected to stay at 4% next year and slight increases in special bonds and special treasury bonds.
The window for monetary policy easing through reserve requirement ratio cuts and interest rate
reductions remains open, though timing will be determined opportunistically. The Ministry of Finance

and the central bank may establish additional channels for market communication.
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(3) Specific policy details for the urban and rural residents' income growth plan warrant
attention. The “two new” policies will continue, optimized through category expansion rather than
significant scale increases. Vehicle purchase restrictions in some cities may be optimized or even

lifted next year.

(4) Investment may see a modest rebound next year, with new policy-based financial

instruments likely continuing as the primary tool.

(5) Renewed emphasis on “dual carbon” goals may further strengthen new energy grid

development, benefiting related stocks and commodities.
This Politburo meeting may have the following potential implications:

Equity Index: A mild bullish tone will bolster confidence in the trend, with tech and price-hike
chains strengthening as key drivers. The market is gathering momentum toward year-end, awaiting

the onset of the “spring rally.”

Interest Rate: Moderate fiscal expansion, with reserve requirement ratio cuts and interest rate

reductions remaining options; bond market expected to fluctuate with an upward bias.

Exchange Rate: Steady with upward momentum, operating range likely between 6.8 and 7.2,

limited depreciation potential, watch for appreciation opportunities.

Commodities: Certain commodities are benefiting from dual support: supply constraints and
demand-side stabilization.

Risks: Inadequate understanding of policies, macro sentiment risks, and overseas risks
exceeding expectations.
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1. Macro Economy

The Central Economic Work Conference carried forward the work requirements and
situation assessment from the December Politburo session. Overall, we view the tone of this
meeting as moderately positive, and it is expected that the overall intensity of
macroeconomic policies in 2026 will remain largely consistent with that of 2025, continuing
the approach of balancing countercyclical and cross-cycle measures. Compared with the

December Politburo meeting, there are five key areas of additional information to note overall:

Focus 1: Efforts to combat race-to-the-bottom competition remain strong and may even
intensify marginally, as demonstrated in the following to aspects. M The Central Economic Work
Conference has identified the current domestic situation as one where “supply is strong while
demand is weak.” Given this assessment, we expect continued efforts to address various forms of
“involution-style competition”. @ New formulations have been introduced in the “anti-involution”
domain: “Promoting win-win development for platform enterprises, operators within platforms, and
workers.” “Involution-style competition” occurs at three levels, namely at the corporate level, the local
government level, and across industry chains. The newly added language directly addresses the
third aspect, and attention should be paid to potential efforts to help regulate the competitive behavior

of platform enterprises.

Focus 2: Fiscal and monetary policies are expected to remain broadly stable. In terms of
fiscal policies, the deficit-to-GDP ratio is projected to stay unchanged at 4% next year, with slight
increases in the scale of special-purpose bonds and special treasury bonds. Future expenditure may
increasingly shift toward investments in people — specifically, safeguarding people's livelihoods and
building social security systems. The window for monetary policy easing through reserve
requirement ratio cuts and interest rate reductions remains open, though the timing will be
determined on a case-by-case basis. Additionally, the meeting called for “improving the mechanism
for managing expectations.” The Ministry of Finance and the central bank may subsequently
increase communication channels with the market to achieve overall stability in both social

expectations and financial market expectations.

Focus 3: The income growth plan for urban and rural residents warrants attention to its
specific policy details. The “two new” policies (the large-scale renewal of equipment and the
trade-in of consumer goods) will continue, with optimization achieved through expanding
product categories, though the scale may not increase significantly. Next year may see the
optimization or even removal of vehicle purchase restrictions in some cities. The meeting

proposed to “thoroughly implement the special campaign to boost consumption and formulate and
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implement plans to increase the income of urban and rural residents.” Specific policy details warrant
further attention in the coming period. Regarding goods consumption, the meeting proposed to
“optimize the implementation of the ‘two new’ policy and eliminate unreasonable restrictions in the
consumption sector.” The term “optimize” means that the policies will continue to be implemented,
but with minor structural adjustments, potentially achieving the optimization goal through expanding
the scope of covered categories. While service consumption has been frequently mentioned
previously, no incremental statements were made this time, suggesting that relevant policies may

currently focus more on the supply side.

Focus 4: Next year may see a modest recovery in investment, with new policy-based
financial instruments likely to continue serving as the primary tool. The meeting proposed to
“stabilize and reverse the decline in investment, appropriately increase the scale of central budgetary
investment, optimize the implementation of the “two priorities” projects (implementation of major
national strategies and enhancement of security capacity in key areas), improve the management of
local government special bond usage, and continue leveraging the role of new policy-based financial
instruments. Advance urban renewal with high quality.” The requirement to stabilize and reverse the
decline in investment is clear, with the primary driver likely to retain the new policy-based financial
instruments. In recent years, beyond funding traditional infrastructure projects and repaying local
governments implicit debts, special bond funds have also been used for diversified purposes such
as supplementing government industrial funds, land acquisition and storage, and clearing corporate
arrears. The call for optimized management may signal that the current diversified uses of special
bonds will be brought under unified oversight. This suggests their proportion as capital for traditional
infrastructure projects may not see a significant rebound. Consequently, the meeting also
emphasized “continuing to leverage new policy-based financial instruments.” These new tools will
guide private capital to collaborate as the primary driver for stimulating investment recovery. For
urban renewal, the focus will likely remain the National Development and Reform Commission
proposed five-year, 5 trillion-yuan urban underground pipeline network upgrade plans. Urban village

and old residential area renovations may proceed based on city-specific approaches.

Focus 5: With renewed emphasis on “dual carbon” goals, the development of new energy
networks is expected to continue strengthening. The meeting continued the tone set by the
December Politburo session regarding green transition, emphasizing the need to “formulate an
outline plan for building a major energy power, accelerate the development of a new energy system,
and expand the application of green electricity. Strengthen the construction of the national carbon
emissions trading market. Deepen energy conservation and carbon reduction upgrades in key

industries.” Against the backdrop of slower-than-expected progress in achieving energy conservation
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and environmental protection targets during the 14th Five-Year Plan period, accelerating efforts in
this direction during the 15th Five-Year Plan period is a natural and necessary step. This is expected

to benefit new energy-related stocks and commodities.

Additionally, the meeting addressed both technological innovation and risk prevention, with its
approach largely aligned with the proposals outlined in the 15th Five-Year Plan: maintaining
significant emphasis on science and technology. Furthermore, risks in the real estate market were
also noted, while the call for “quality housing construction” is expected to benefit demand for smart

home appliances and other products in the post-real estate cycle.

Risks: Inadequate understanding of policies, macro sentiment, and policy risks

2. Equity Index

The meeting confronted challenges head-on, setting a proactive and effective tone while
prioritizing quality and efficiency in policy implementation. Structural focus areas include

technological innovation and “anti-involution” efforts.

Facing “deepening impacts from external environmental changes” and “multiple risks and
hidden dangers in key sectors,” the meeting emphasized that “we must strengthen our internal
capabilities to meet external challenges” and “enhance the foresight, targeting, and coordination of
policies.” The focus has shifted from policy formulation to implementation, demanding “improved
quality and efficiency” and “leveraging the combined effects of existing and new policies” to ensure

tangible policy outcomes.

Structural priorities continue to follow the guidance of the 15th Five-Year Plan. The
primary focus remains on stabilizing domestic demand, with a key emphasis on improving
household income. This involves guiding the “formulation and implementation of urban and rural
residents ‘income growth plans,” stabilizing employment for key groups, and addressing the year-
on-year decline in investment by “appropriately increasing the scale of central budgetary investment”
to underpin demand. Secondly, cultivate new momentum in science and technology. Long-term
industrial guidance was outlined in the 15th Five-Year Plan, while this meeting emphasized
institutional development in talent cultivation, intellectual property protection, Al governance, and
technology-focused financial services. Thirdly, advance reforms in traditional industries. Efforts
will continue to deepen the rectification of “involution-style” competition and “accelerate the
clearance of overdue payments to enterprises.” Next year’s focus will be on policy implementation

across all industries.



. {5 1 Bt . e ‘
CITIC Futures CITIC Futures International Research 1z #77t B FR4LAF 72

As the major meetings have all been concluded, a policy lull will emerge, with the market
awaiting the "spring rally” next year. With major domestic and international conferences
concluding by year-end, next year’s policy dynamics remain premature. Currently constrained by the
absence of a sustained thematic driver, markets may continue to consolidate mid-course. Detailed
policy measures will be implemented gradually after next year’s Two Sessions. Under this relatively
supportive policy guidance, a “spring rally” is anticipated. We favor a long-term perspective with
short-term execution, maintaining confidence in trends while patiently awaiting the “spring rally”
offensive window. Short-term focus should be on high-dividend stocks and price-hike chains, while
medium-term offensive themes should target innovation-driven entrepreneurship and IC sectors,

benefiting from synergistic policy effects of new quality productivity and “anti-involution” initiatives.

Risks: The growth of incremental funds is declining.

3. Bond and Forex

Fiscal policy maintains a “more proactive” stance with moderate expansion. The meeting
document describes fiscal measures as “maintaining necessary fiscal deficits, overall debt levels,
and expenditure scales.” Compared to last year's phrasing of “increasing the fiscal deficit ratio to
ensure the sustained effectiveness of fiscal policy,” this year's wording is relatively restrained. The
deficit ratio is expected to remain unchanged at 4% next year, indicating a moderately expansionary
policy stance. The call to “standardize tax incentives and fiscal subsidy policies” signals a focus on
expenditure-side measures, optimizing spending structures, and upholding a people-centered

development approach.

With numerous supporting measures such as new policy-based financial instruments,
the year-on-year increase in ultra-long-term special treasury bonds next year may be limited.
The meeting document mentions “optimizing” the implementation of the “two priorities” projects and
the “two new” policies. It also highlights expanding domestic demand and coordinating other
measures. For example, on the consumption side, measures include increasing residents’ income
and expanding high-quality supply; on the investment side, it mentions “promoting investment to
stabilize and rebound,” with measures including moderately increasing central budgetary investment,
continuing to utilize new policy-based financial instruments, and effectively stimulating private sector
vitality. These changes may indicate that the scale of ultra-long-term special treasury bonds next

year may see only limited year-on-year growth.

Portions of local government bond quotas may continue to be used for settling overdue

payments to enterprises. The meeting document mentions “accelerating the clearance of overdue

8
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payments to enterprises” while also emphasizing “addressing local fiscal difficulties.” It is anticipated
that portions of newly issued special bonds and remaining quotas may continue to be utilized for

settling these overdue payments.

Debt resolution now includes operating debts of financing platforms; monitor related
measures. The meeting document states “optimizing debt restructuring and replacement methods
and adopting multiple measures to resolve operating debt risks of local government financing
platforms.” This may signal that debt resolution efforts are expanding from hidden debts to operating

debts, warranting attention to debt resolution measures.

Monetary policy maintains moderate easing, with reserve requirement ratio cuts and
interest rate reductions remaining options. The meeting document states that “promoting stable
economic growth and reasonable price recovery will be key considerations for monetary policy,
flexibly and efficiently utilizing various policy tools such as reserve requirement ratio cuts and interest
rate reductions.” This indicates that reserve requirement ratio cuts and interest rate reductions
remain viable monetary policy tools. Should significant downward pressure emerge on the economy

or inflation, such measures are likely to be implemented.

Bond markets are expected to remain volatile but generally firm. Recent major conferences
indicate that fiscal policy may see moderate expansion in 2026, while monetary policy may still
implement reserve requirement ratio cuts and interest rate reductions. Bond market sentiment has
improved, and the ultra-long end now offers certain value. If no new developments emerge regarding
the new fee regulations for public funds, the incentive for bond market allocation forces to enter the
market may be relatively strong. Furthermore, the fundamental environment in the fourth quarter
remains favorable for the bond market. It is expected that the bond market may remain volatile but

generally firm.

The RMB exchange rate may see overall stability with upward potential. The meeting
emphasized “maintaining the basic stability of the RMB exchange rate at a reasonable and balanced
level.” Given the current low overall macroeconomic risks domestically, we believe the central bank’s
approach to RMB exchange rate management will likely remain “domestic-oriented,” adhering to
bottom-line thinking, strengthening expectation guidance, and resolutely preventing excessive
exchange rate fluctuations. The RMB exchange rate may show steady appreciation in 2026, with
a projected range of 6.8 to 7.2. Depreciation space is limited, while appreciation opportunities

warrant attention.

Risks: 1) Monetary easing is not as expected; 2) Supply accelerates beyond expectations; 3)

Additional policies exceed expectations.
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4. Commodities

The impact of the Central Economic Work Conference on commodity markets can be
analyzed from three dimensions: supply-side optimization, demand-side support, and

improvements in the domestic macroeconomic environment.

On the supply side, the conference’s tone reinforced the long-term nature of the “anti-involution”
policies implemented since July. For ferrous materials, construction materials, and certain
overcapacity segments in non-ferrous metal processing, this signifies that both administrative and
market-based measures will jointly drive industry consolidation and the elimination of outdated

production capacity.

On the demand side, the meeting emphasized “stabilizing investment growth.” Infrastructure, a
key investment sector, will receive funding support through central budgetary investments, special
bonds, and new financial instruments, thereby underpinning demand for building materials. In real
estate, while policies to “control new construction, reduce inventory, and optimize supply” suppress
new starts, acquiring existing properties for conversion into affordable housing will release demand

for renovation materials like steel and glass.

In the macroeconomic environment, a “more proactive” fiscal policy and “moderately
accommodative” monetary policy will lower industry financing costs and modestly boost investment
demand for commodities. Ample liquidity coupled with policy synergies will benefit ferrous and
construction materials as classic cyclical commodities. The effectiveness of policy
implementation will be validated by actual demand following the resumption of construction

projects after the Spring Festival, with potential for valuation recovery in the sector.

While domestic policies gain momentum, non-ferrous metals like copper and tin have recently
hit record highs, driven by expectations of overseas interest rate cuts, geopolitical factors, and
structural supply shortages. This stands in stark contrast to the domestically priced ferrous metals.
Moving forward, commodities like copper, which possess financial attributes and align with
“dual carbon” goals, may exhibit price movements increasingly independent of domestic

ferrous metals.

Risks to monitor include the rigor of policy implementation, the pace of infrastructure funding
disbursement, and overseas geopolitical disruptions. Should demand recovery fall short of

expectations or raw material costs decline, sector recovery could be constrained.

Risks: Exceeding implementation expectations, intensified supply disruptions (upside risk);

domestic demand recovery not meeting expectations, deterioration of the global macroeconomic

10
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environment (downside risk). Investors should pay close attention to the actual implementation of
policies and the verification of fundamental data and seize the structural opportunities between

different sectors.

11
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