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The 2026 Government Work Report (hereinafter referred to as “the Report”) outlines this year’s
economic work plan, which largely continues the requirements and situational assessments set forth
at the Central Economic Work Conference in December. Overall, we believe the tone of this meeting
is moderate yet positive, reflecting a pragmatic emphasis on improving quality and efficiency. After
compared with last year’s work report, we suggest investors pay attention to the following five points:

Focus One: A modest downward adjustment in the central growth target aligns with the current
fundamental requirement of enhancing quality and efficiency in economic development.

Focus Two: Fiscal and monetary policy remain generally stable and are in line with expectations.

Focus Three: Expanding domestic demand is likely to be a key priority this year, primarily driven
by both new and traditional infrastructure construction and improvements in consumption quality.
Equity and commodity assets in related sectors warrant attention.

Focus Four: The “dual carbon” goals continue to occupy a prominent position, and the outlook
for commodity demand in green transition-related fields remains broad.

Focus Five: Efforts to combat “involution” will be steadily advanced, and it is essential to
accurately understand that the essence of this round of policies lies in safeguarding quality
improvement and efficiency gains in the economy.

The Report may have potential implications for the following major assets:

Equities: Against the backdrop of high trading activity, the conclusion of the important political
meetings may lead to consolidation, awaiting another favorable opportunity for upward movement.

Government Bonds: Guided by the orientation toward high-quality development, net supply of
government bonds is expected to remain flat year-on-year, and the bond market may continue its
short-term range-bound pattern.

Commodities: Support from fiscal and monetary policies helps boost overall demand elasticity
for commodities.

FTERT: AREENRXGEALFATRS, ATHREFREEBAELTZA, FHARTETARTER. RARLBRAXE, KAXAREIRLAERA
HWEAARAEP. Thisreportis not a service under the futures trading consulting business. The opinions and information provided are for reference
only and do not constitute investment advice to anyone. CITIC Futures will not consider relevant personnel as customers due to their attention,
receipt, or reading of this report.
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Automobiles: Marginal weakening in consumer subsidy funding intensity, with intensified efforts
to address involution Ary competition within the industry.

Dual Carbon: Active and prudent advancement toward achieving peak carbon emissions.

Risks: Inadequate understanding of policies, macroeconomic sentiment risks, unexpected
overseas risks.
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1. Macroeconomics

Jiang Jing Qualification No: F3018552 Consulting No.: 20013315

Zhong Ding Qualification No: F03107932 Consulting No.: 20021450

The 2026 Government Work Report (hereinafter referred to as “the Report”) outlines this
year’s economic work arrangements, which largely continue the requirements and situational
assessments set out at the December Central Economic Work Conference. Overall, we
believe the tone of this meeting is moderate yet positive, reflecting a pragmatic emphasis on
improving quality and efficiency. After analyzing the changes in this year’s Report compared with

last year’s work plans, we suggest investors focus on the following five points:

Takeaway One: A modest downward adjustment in the central economic growth target
aligns with the current fundamental requirement of enhancing quality and efficiency in
economic development. The Report states: “In terms of policy orientation, we will adhere to seeking
progress while maintaining stability and improving quality and efficiency, leverage the combined
effects of existing and new policies, and strengthen counter-cyclical and cross-cyclical adjustments.”
At present, China’s economic size has exceeded 140 trillion yuan, and an appropriate lowering of
the growth target center is consistent with the laws of economic growth. It also creates sufficient
room for structural transformation and upgrading of the economy and risk prevention, thereby better

achieving high-quality economic development.

Takeaway Two: Fiscal and monetary policy arrangements remain generally stable and
meet expectations. In terms of policy language, the orientations of “more proactive fiscal policy”
and “appropriately accommodative monetary policy” remain unchanged from last year. Regarding
fiscal tools, indicators such as the fiscal deficit ratio, local government special bonds, and ultra-long-
term special treasury bonds are maintained at last year’s levels, but additional funding has been
allocated to certain new areas to enhance multiplier effects. On the monetary policy front, emphasis
is placed on the use of “multiple policy instruments,” suggesting that structural monetary policy tools

and new instruments such as treasury bond purchases may play a greater role.

Takeaway Three: Expanding domestic demand is likely to be a key priority this year,
primarily driven by both new and traditional infrastructure construction and improvements
in consumption quality. This year, two marginal increases in fiscal policy efforts both focus on
expanding domestic demand: first, increased support on the infrastructure side. Although the quota

for local government special bonds remains unchanged from last year, the Report clearly states that
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it will “separately list and increase the quota of local government special bonds used for project
construction,” implying that actual infrastructure funding will rise, while the proportion of funds used
for generalized debt resolution will decline. Additionally, this year’s allocation of new policy financial
instruments amounts to 800 billion yuan, an increase of 300 billion yuan over last year. Considering
that the 500 billion yuan of new policy financial instruments deployed by late October last year did
not generate substantial physical workload, infrastructure may see a resonance effect from the

combined deployment of “800 billion + 500 billion” yuan this year.

It is worth noting that new policy instruments tend to favor new infrastructure in terms
of project investment areas. According to announcements from various policy banks, in 2025, the
China Development Bank supported 317 projects in digital economy, artificial intelligence, and
consumption sectors, disbursing 98.02 billion yuan, accounting for 39.2% of its total; the Agricultural
Development Bank actively supported key areas such as digital economy, Al, and consumption,
financing 881 projects; and the Export-Import Bank facilitated the implementation of more than 150

projects in digital economy and Al, with loan amounts exceeding 40%.

Enhancing consumption quality will also be an important lever for expanding domestic
demand this year, and equity and commodity assets in related sectors deserve attention. At
the press briefing held by the State Council Information Office on March 5, Shen Danyang, Director
of the Legislative Affairs Office of the State Council and head of the drafting team for the Government
Work Report, stated that measures to boost consumption would follow four approaches—"addition,
subtraction, multiplication, and division.” He explained that “addition” means increasing income to
expand demand and raising the supply of high-quality products and services on the supply side. For
the first time this year, an urban-rural resident income growth plan was proposed, with policies to
promote income growth among low-income groups, increase household property income, improve
wage and social security systems, and ultimately raise residents’ incomes to fundamentally enhance
consumption capacity. “Subtraction” refers to reducing residents’ concerns; this year will see
strengthened protections in healthcare, elderly care, and childbearing/child-rearing, including higher
medical insurance subsidies, making people more willing and confident to spend. “Multiplication”
involves leveraging coordinated fiscal and financial measures to amplify consumption through
multiplier effects. The newly established 100-billion-yuan special fund for coordinated fiscal-financial
promotion of domestic demand exemplifies this approach. “Division” means removing barriers and
obstacles by further eliminating restrictive consumption measures, including simplifying approval
procedures for promotional activities, easing vehicle purchase restrictions and issuing additional

quotas in some cities, and supporting eligible street-front shops in operating outdoor stalls.
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Takeaway Four: The “dual carbon” goals remain a prominent priority, and the outlook for
commodity demand in green transition-related fields continues to be broad. In the section
outlining this year’s main development targets, past formulations typically referred to “energy
consumption per unit of GDP,” whereas this year’s wording shifts to “carbon dioxide emissions per
unit of GDP.” This shift from controlling energy consumption to controlling carbon emissions implies
a stronger orientation toward achieving the 2030 carbon peak target in green transition efforts. In the
green ftransition chapter, the Report sets out tasks such as “vigorously developing the green
economy,” “focusing on building a new power system, accelerating smart grid construction,
developing new energy storage, expanding green electricity applications, and strengthening clean
and efficient use of fossil fuels.” These measures are likely to drive increased demand for metals
such as copper, aluminum, and lithium carbonate, which are critical to power grid and energy storage

construction.

Takeaway Five: Efforts to combat “involution” will be continuously advanced, and it is
essential to correctly interpret the underlying intent of this round of policies as safeguarding
quality improvement and efficiency gains in the economy. As we have noted in multiple reports,
this round of “anti-involution” policy should not be simplistically understood as a capacity restriction
measure. The Report states that it is necessary to “standardize local government economic
promotion activities, issue lists of encouraged and prohibited items for local government investment
attraction and regulate tax incentives and fiscal subsidy policies.” Moreover, it calls for
“‘comprehensively applying capacity regulation, standard guidance, price enforcement, and quality
supervision to thoroughly rectify ‘involutionary competition’. Thus, this round of anti-involution policy
encompasses multiple dimensions, including curbing local government involution and guiding

industries to pursue high quality rather than quantity.

chart 1: Comparison of Major Development Goals in 2026

Dimension 2026 2025 2024 2023 2022
GDP Growth Rate | 4.5%-5% Around 5% Around 5% Around 5% Around 5.5%
Over 12
New Urban Jobs Over 12 million Over 12 million - Over 12 million | Over 11 million
million

Unemployment

Rat Around 5.5% Around 5.5% Around 5.5% Around 5.5% Within 5.5%
ate
CPI Year -on -
. Around 2% Around 2% Around 3% Around 3% Around 3%
ear

Around 1.4 trillion Around 1.4 Over 1.3 Over 1.3 trillion | Over 1.3 trillion
Grain Output

jin trillion jin trillion jin jin jin
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equipment renewal | equipment
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Based Financial

Instruments
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740 billion yuan

Sources: Guangming Daily, Government Work Report, CITIC Futures

Risks: Inadequate understanding of policies, macroeconomic sentiment risks, and policy risks.



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

2. Equities

Huang Shuyao Qualification No: F03108055 Consulting No.: 20021478

Macro Policy Stance Remains Prudent. The scale of the fiscal deficit, local government
special bonds, and ultra-long-term special treasury bonds remain unchanged compared with 2025,
while the GDP growth target has been revised lower. As local “two sessions” had already proactively
disclosed GDP growth rate reductions in provinces undergoing debt resolution, markets had priced
in these expectations, and the national-level targets announced during the Two Sessions were
broadly in line with forecasts. The two long-term priorities remain fully expanding domestic demand

and fostering new growth drivers.

Industrial Policy Emphasizes Anti-Involution and Security, with Technological Self-
Reliance Remaining a Top Priority. Externally, escalating external shocks such as additional U.S.
tariffs, rising unilateralism, and heightened geopolitical risks pose challenges. Domestically, to
restore corporate profitability, it is necessary for the general price level to turn positive from
deflationary territory. The approach focuses on improving aggregate supply-demand conditions:
“anti-involution” has evolved from a macro-level directive into systematic measures, specifically
“‘comprehensively applying capacity regulation, standard guidance, price enforcement, and quality
supervision,” pointing to a consolidation of the upward trend in the PPl. Meanwhile, technology
spending is expected to maintain robust double-digit growth, driving structural economic adjustments
and increasing the share of core digital economy industries in GDP. Artificial intelligence is shifting
from model development to large-scale commercial application, with industrial momentum continuing

to improve.

Policy Reinforces the Year’s Main Themes, with Positive Medium-Term Trends and Short-
Term Focus on Market Structure. With the Two Sessions concluded, policy expectations have
been largely priced in. Based on seasonal patterns, the market’s focus is likely to shift toward
economic fundamentals, pricing in post-holiday resumption of work and production and the April
earnings season, during which small-cap stocks face elevated earnings risk. In addition, inflation-
sensitive sectors are experiencing high capital crowding: the put-call ratio of CSI 500 ETF options
has entered a locally elevated range, and the turnover share of coal, steel, building materials,
chemicals, oil & gas, and non-ferrous metals is approaching peaks seen in mid-November and late
January. Coupled with easing geopolitical tensions and declining risk premiums, incremental capital

inflows may remain relatively subdued. Given these trading characteristics, March could see volatile
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and choppy equity performance, with consolidation setting the stage for an attractive opportunity to
add positions.

Risks: Corporate profit declines exceeding expectations; transmission of overseas liquidity risks.
Sources: Geek Rate, CITIC Futures

3. Chinese Government Bonds

Gan Qing Qualification No: F03124127 Consulting No.: 20023461

The economic growth target has been modestly lowered to 4.5% - 5%, reflecting a clear
orientation toward high-quality development. In the opening year of the 15th Five-Year Plan
period, the Government Work Report places greater emphasis on structural adjustment, risk
prevention, and reform promotion, highlighting the need to establish and act upon a correct view of
political performance. Meanwhile, the 4.5% - 5% growth target aligns well with the long-term vision

for 2035.

The fiscal deficit target remains unchanged at 4%, with net government bond supply
roughly flat year-on-year. This year, the proactive fiscal policy stance continues, maintaining the
deficit ratio at 4%. From the perspective of fiscal funding, the scale of net government bond issuance
this year is projected to be broadly similar to last year. New policy financial instruments will increase
by 300 billion yuan, while public budget support is set to expand by 1.27 trillion yuan year-on-year.
Specifically, the targeted deficit for this year is 5.89 trillion yuan, up by 230 billion yuan from last year;
ultra-long-term special treasury bonds remain at 1.3 trillion yuan, and local government special
bonds at 4.4 trillion yuan, with no change in their respective scales. Capital injections into large state-
owned commercial banks amount to 300 billion yuan, down by 200 billion yuan year-on-year. Taken
together, net government bond supplies this year is estimated at approximately 13.89 ftrillion yuan,
largely unchanged from the previous year. However, the Government Work Report also notes that
public budget expenditures will increase by 1.27 trillion yuan. Given the historically high execution
rate of public budget expenditures, subsequent attention should be paid to revenue realization and
whether additional fiscal resource mobilization measures will be introduced. Furthermore, new policy
financial instruments will again be utilized, with their scale raised from 500 billion yuan last year to
800 billion yuan this year, an increase of 300 billion yuan, representing a highlight of this year’s broad

fiscal funding.

In terms of allocation, the focus is on stimulating consumption, expanding investment,
and fostering new growth drivers. On the consumption side, efforts aim to simultaneously boost

household endogenous consumption and implement supportive policies: a plan to raise urban and
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rural household incomes will be rolled out; trade-in programs will receive 250 billion yuan in funding;
a 100 billion yuan special fund for coordinated fiscal-financial measures to boost domestic demand
will be established; and initiatives to upgrade service consumption and benefit the public will be
implemented. On the investment side, effective investment potential will be fully unleashed, with a
higher share of government investment directed toward livelihood-related projects. Of the ultra-long-
term special treasury bonds, 800 billion yuan will support major national strategies and key projects
(“two priorities”); The 4.4 trillion yuan in local government special bonds may be weighed more
toward direct project construction; and 800 billion yuan in new policy financial instruments will be
issued. In terms of cultivating new growth drivers, the plan includes optimizing and upgrading

traditional industries while nurturing emerging and future industries.

Monetary policy maintains an “appropriately accommodative” tone, with a moderate
expansion in structural tools and flexible implementation of reserve requirement ratio (RRR)
cuts and interest rate reductions. The Government Work Report states that “a variety of policy
tools, including RRR cuts and interest rate reductions, will be flexibly and efficiently utilized.” However,
given limited room for RRR cuts and rate reductions, structural policy tools are likely to remain the
primary focus of monetary policy this year. “Structural monetary policy tools will be optimized and
innovated, with appropriate scaling up and improved implementation methods,” indicating a
measured increase in the scale of such tools. As for RRR cuts and rate reductions, the Q4 Monetary
Policy Implementation Report shows that monetary policy prioritizes stabilizing growth, meaning the
timing of such moves will depend on developments in macroeconomic fundamentals. Additionally,
the Government Work Report mentions “maintaining low overall social financing costs,” a point
already highlighted in the Q4 Monetary Policy Committee meeting communique and the monetary

policy report and thus should not be interpreted overly pessimistically.

The bond market is likely to extend its near-term range-bound pattern. Overall, the slight
downward revision in the full-year GDP growth target, flat net government bond supply year-on-year,
and the injection of 300 billion yuan in special treasury bonds to recapitalize large state-owned banks
are moderately positive for the bond market, helping to repair investor sentiment to some extent.
However, since the Spring Festival, allocation demand for medium- to long-dated bonds has
moderated compared with earlier this year, and risk appetite along with supply dynamics may
continue to cause volatility. As such, the bond market is likely to remain in a broad consolidation
phase in the short term.

Risks: 1) Monetary policy falling short of expectations; 2) Bond supply exceeding expectations.

Sources: My vessel, CITIC Futures
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4. Commodities

Chen Dongke Qualification No: F03124206 Consulting No.: 20023470

The 2026 Two Sessions policies focus on proactive fiscal policy and appropriately
accommodative monetary policy, providing sustained demand-side support for the
commodities market. The Report emphasizes green and low-carbon transformation, proposing the
establishment of a national low-carbon transition fund, advancing decarbonization retrofits in high-
energy-consuming industries, phasing out outdated capacity, and improving energy efficiency. It
strengthens structural upgrades and energy consumption constraints in ferrous and non-ferrous

metal sectors, promoting high-quality development alongside phased supply contractions.

Specifically, for ferrous metals, the policy-driven expectation of steady growth underpins
demand in infrastructure chains and manufacturing sectors. The “anti-involution” policy adjustments
reinforce the floor for prices, although overall price recovery remains constrained by fundamental
pressures. Ferrous metals are likely to exhibit continued divergence and range-bound trading, with

raw material varieties showing greater price elasticity than finished products.

For non-ferrous metals and precious metals, investments driven by new energy, artificial
intelligence, and equipment upgrades—combined with domestically accommodative structural
monetary policy—provide support for the price centers of copper, aluminum, gold, silver, and related

commodities.

In agricultural products, the Report balances grain output stability with cost reduction and
efficiency enhancement, reinforcing price stability. Diversified food supply and disaster prevention

and mitigation measures contribute to the smooth functioning of relevant markets.

Overall, this year’'s Government Work Report maintains the continuity of previous policy tones,
but its specific deployments in green transition, advancement toward carbon peaking, structural
adjustment of raw materials, and agricultural product security will exert structural impacts on the

commodities market.

Risks: 1) Downstream demand falling short of expectations; 2) Adjustments in policy
expectations or implementation failing to meet market forecasts; 3) Uncertainty surrounding

international trade and tariff policies.

11
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5. Automobiles

He Haoyun Qualification No: F03100810 Consulting No.: 20021074

The 2026 government work report proposed to promote the expansion and upgrading of
commodity consumption and to deeply rectify the "intra-industry"” competition in the industry.
In terms of financial support, it will allocate 250 billion yuan of ultra-long-term special treasury bonds
to support the "trade-in" of consumer goods and optimize the policy implementation mechanism.
Compared with the 300 billion yuan of ultra-long-term special treasury bonds allocated in 2025, the

amount of funds for the "trade-in" of consumer goods has been reduced this year.

Two core adjustments have been made in the policy: first, the subsidy model has been
changed from a fixed amount subsidy to a proportion-based subsidy, which has a more
significant impact on low-priced models; second, the entry standards for models eligible for
purchase tax reduction have been further raised. In 2025, over 11.5 million vehicles were traded
in, driving new car sales to exceed 1.6 trillion yuan. Among the vehicles purchased in the "trade-in"
activities, about 60% were new energy vehicles. It is expected that in 2026, due to the reduction in
subsidy funds, the policy's role in stimulating car consumption will gradually weaken. Additionally,
the government work report mentioned the deep rectification of "intra-industry" competition in the
industry. Against the backdrop of the gradual cooling of price wars, the profit levels of the automotive
industry chain are expected to recover, and the export of automobiles and their international

competitiveness are expected to continue to improve.

Risks: 1) Sales volumes falling short of expectations; 2) Policy effects proving weaker than

anticipated; 3) Escalation of tariff impacts.

6. Dual Carbon Goals

Zhang Mohan Qualification No: F03097187 Consulting No.: 20020317

During the "15th Five-Year Plan" period, a dual control system for carbon emissions, with
intensity control as the focus and total control as a secondary measure, will be fully
implemented to facilitate the attainment of the carbon peaking goal. Referring to the targets set
in previous plans; it is estimated that the target for the reduction of carbon dioxide emissions per unit
of GDP during the "15th Five-Year Plan" period will be a cumulative reduction of approximately 17%
over five years. Considering the needs of economic development and green and low-carbon

transformation, the reduction target for 2026 is expected to be around 3.8%.

12
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Furthermore, the carbon emission statistics and accounting system will be further
improved, forming a comprehensive carbon emission management system that includes
local carbon assessment, industry carbon control, enterprise carbon management, carbon
evaluation, and product carbon footprint. The coverage of the national carbon emission trading
market will be expanded, and it is expected to include sectors such as petrochemicals, chemicals,
aviation, papermaking, flat glass, and copper smelting by 2028. For key energy-consuming units, a
minimum proportion target system for renewable energy consumption will be established, and the

trading of green certificates and green electricity will be further developed.

Risks: Inadequate Progress in the Implementation of Dual Carbon Policies

13
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Unless otherwise specified, CITIC Futures Co., Ltd. (hereinafter referred to as "CITIC Futures")
Possess the copyright and/or other related intellectual property rights of this report. Without the
prior written permission of CITIC Futures Co., Ltd., no unit or individual is allowed to copy, reprint,

cite, publish, publish, distribute, modify, or translate all or part of the materials and content of this
report in any way. Unless otherwise specified, all trademarks, service marks, and markings used in
this report are trademarks, service marks, and markings owned or legally authorized by CITIC
Futures. Without the written permission of CITIC Futures or the trademark owner, no unit or
individual shall use the trademark, service mark or mark.

If within the jurisdiction of any country or region, the content of this report or its application
conflicts with the laws, rules or regulations of any government agency, regulatory agency, self-
regulatory organization, or clearing house, or if CITIC Futures is not authorized to provide such
information or services locally, then the content of this report is not intended to be provided to
individuals or organizations in these regions, No individual or organization is allowed to view or use
this report locally. The content contained in this report is not applicable to all countries or regions
or to everyone.

All content contained in this report is for reference only. The content of this report does not
constitute investment advice to anyone, and CITIC Futures will not consider the recipient as a
customer due to their receipt of this report.

Although the information contained in this report was obtained from sources we believe to be
reliable at the time of publication, CITIC Futures makes no express or implied warranties regarding
the accuracy, reliability, timeliness, or completeness of the information, viewpoints, and data
contained in this report. Therefore, no one shall rely on the accuracy, reliability, timeliness, and
completeness of the information, viewpoints, and data contained in this report, and CITIC Futures
shall not be liable for any losses caused by the use of this report and the materials contained. This
report should not replace individual independent judgment. This report only reflects the different
assumptions, insights, and analytical methods of the authors. The views expressed in this report
do not represent the positions of CITIC Futures or any of its affiliated or affiliated companies.

The investments and services referred to in this report August not be suitable for you. We
suggest that you consult an independent investment advisor if you have any questions. This report
does not constitute any investment, legal, accounting or tax advice, and does not guarantee that
any investment or strategy is suitable for you. This report does not constitute any personal
consultation or advice given to you by CITIC Futures.

The original content of this report is based on the Chinese language, and the English language
is for reference only.
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