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China  

Policy responses 

Containment City lockdown (lockdown of Wuhan is expected to be lifted soon), border control 

25 march lockdown lifted in Hubei; 31 Mar reimposed in some cities in Henan; 7 

Apr Suifenhe in Heilongjian province sealed; 8 Apr lifted for Wuhan;  

 

Social distancing 

 

Travel bans/restrictions: Screening of all passengers, stricter for those arriving 

from infected places, questionnaires done on board of airplanes. From 28 March 

foreigners with visa or resident permits or visa free national are not allowed to 

enter the country with a few exceptions such as transit passengers or diplomats.  

Wuhan lockdown ended on 8 April 2020. 

 

Closure of schools/universities: Closure of schools and universities. As of 16 

March, several cities, not so much affected, have restarted school. 

 

Cancellation of public events / Closure of public places: Cancellation of public 

events, the extent of stringency varies by city. In Beijing, for instance, dining in a 

restaurant for over 2 people is prohibited. Similarly, meeting with more than 2 

participants are prohibited in some locations. Cinemas in some localities restarted 

operations, but then were closed down again for the sake of prevention of COVID-

19 infections. 

 

Mass testing to begin in Wuhan 14 May 2020.1  

 

Fiscal Fiscal stimulus of an estimated RMB 2.6 trillion (2.5 per cent of GDP; of 

which 1.2 per cent already implemented), including:  

• Health related: Increased spending on epidemic prevention and control; 

production of medical equipment. 2 

• Employment: accelerated disbursement of unemployment insurance, 

unemployment social assistance for up to 6 months for those not eligible for 

unemployment social insurance benefits.  

• Businesses: tax relief and waived social security contributions.  

o Exemption for small-scaled taxpayers in Hubei province and reduced 

the VAT collection rate to 1% (currently 3%) for small-scaled 

taxpayers in other areas, from March 1 to May 31 2020. 

o Medical workers and others participating in the fight against the virus 

are exempt of personal income tax on their overtime pay/benefits and 

in-kind payment is not included in their salaries 

o Accommodation and catering SMEs exempt from social security 

contributions 

o Large firms required to pay only half of social security contributions 

o Firms in accommodation/catering and personal services exempt from 

VAT 

 
1 https://abcnews.go.com/Health/wireStory/china-test-wuhan-amid-fears-virus-comeback-70653672 
2 http://english.www.gov.cn/policies/infographics/202002/06/content_WS5e3bb825c6d0a585c76ca932.html 

https://abcnews.go.com/Health/wireStory/china-test-wuhan-amid-fears-virus-comeback-70653672


o Firms in the 4 industries of transport, catering, accommodation and 

tourism are allowed to carry forward their 2020 losses for up to 8 years 

o Full refund of carried forward excess input VAT balances may be 

granted to enterprises engaged in production of supplies for 

coronavirus protection and containment. The refundable input VAT 

amount is the accumulated carried forward input VAT balance, to the 

extent it exceeds the carried forward input VAT balance as at the end 

of December 2019. Refund applications may be made monthly. 

o Airlines exempt from contribution to the airline development fund 

o Extension of statutory tax filing to February 28. 

o VAT for second-hand car dealers reduced by 0.5% from 1 May to end-

2023 

o Specific corporate income tax (CIT) incentives introduced for 

enterprises engaged in producing key supplies related to coronavirus 

protection and containment (e.g. masks, protective clothing). This 

includes a 100% expensing deduction for investment in equipment to 

expand production capacity. 

o The policy statement also covers companies in those sectors most 

affected by the virus and that are under strain - such as 

wholesale/retail, accommodation, catering, tourism, logistics, 

transport, entertainment etc. 

• Households: - Exemption of a wide range of consumer services from VAT on 

a nationwide basis. So-called 'lifestyle services', which include medical 

services, catering and accommodation services, and sundry personal services 

(e.g. hairdressing, laundry) are normally subject to VAT at 6%. The VAT 

exemption also applies to public transportation and express delivery services 

provided to residents. The exemption is not time limited; it is understood to be 

in place until the coronavirus is brought under control. 

• Other people specific:  

o From March to June temporary price subsidies related to CPI spikes 

have been doubled and the jobless and orphans included in the 

coverage. Social welfare subsidies will be extended to people affected 

by the outbreak. Guarantee temporary living allowance for migrant 

workers. 

o Subsidies and tax exemptions for green car purchases are extended by 

two years. 

The China Banking and Insurance Regulatory Commission (CBRIC) 

stated on 27 January that repayment schedules for mortgages, credit 

cards and other debt of those people who temporarily lost income 

because of COVID-19 must be allowed to be changed/extended. 

• Investment: Frontloading of infrastructure projects 

• Local government3 

 

The overall fiscal expansion is expected to be significantly higher, reflecting the 

effect of already announced additional measures such as an increase in the ceiling 

for special local government bonds of 1.3 percent of GDP, improvements of the 

national public health emergency management system, and automatic stabilizers. 

 

 
3 http://english.www.gov.cn/policies/infographics/202003/04/content_WS5e5f45b7c6d0c201c2cbd84b.html 



Monetary/ 

financial 

The PBC provided monetary policy support and acted to safeguard financial 

market stability. Key measures include:  

(i) liquidity injection of RMB 3.33 trillion (gross) into the banking system 

via open market operations (reverse repos and medium-term lending 

facilities),  

(ii) expansion of re-lending and re-discounting facilities by RMB 1.8 

trillion to support manufacturers of medical supplies and daily necessities 

micro-, small- and medium-sized firms and the agricultural sector at low 

interest rates,  

(iii) reduction of the 7-day and 14-day reverse repo rates by 30 and 10 bps, 

respectively, as well as the 1-year medium-term lending facility (MLF) 

rate and targeted MLF rate by 30 and 20 bps, respectively,  

(iv) targeted RRR cuts by 50-100 bps for large- and medium-sized banks that 

meet inclusive financing criteria which benefit smaller firms, an additional 

100 bps for eligible joint-stock banks, and 100 bps for small- and medium-

sized banks in April and May to support SMEs, 

(v) reduction of the interest on excess reserves from 72 to 35 bps,  

(vi) policy banks’ credit extension to micro- and small enterprises (RMB 350 

billion). 

 

The government has also taken multiple steps to limit tightening in financial 

conditions, including measured forbearance to provide financial relief to affected 

households, corporates, and regions facing repayment difficulties. Key measures 

include: 

(i) delay of loan payments and other credit support measures for eligible 

SMEs and households,  

(ii) tolerance for higher NPLs for loans by epidemic-hit sectors and SMEs,  

(iii) support bond issuance by financial institutions to finance SME lending,  

(iv) additional financing support for corporates via increased bond issuance 

by corporates,  

(v) increased fiscal support for credit guarantees,  

(vi) flexibility in the implementation of the asset management reform, and  

(vii) easing of housing policies by local governments. 

 

Exchange rate and balance of payments: The exchange rate has been allowed to 

adjust flexibly. A ceiling on cross-border financing under the macroprudential 

assessment framework was raised by 25 percent for banks, non-banks and 

enterprises. 

Other policy 

measures 

Health 

- The 42,000+ medical personnel sent from all around China to support the fight 

with the outbreak in Wuhan are gradually returning as there is decreasing need for 

them 

 

- Medical equipment and pharmaceuticals related to the new coronavirus are 

exempt from registration fees 

 

- Public procurement commitment for extra installed capacity of masks and other 

prevention materials in case market demand shrinks 

 

- Support to vaccine and medicine-related research to fight the virus 

 



- Building 2 new hospitals (by now dismantled) and dozens of laboratories for 

testing 

 

Government procurement of masks and other prevention materials once the 

outbreak is over (no sunset close as of now) 

 

 

Source: IMF, Policy Responses to COVID-19, if not specified. 


