
BARINGS INVESTMENT INSTITUTE  |  1 

12 October 2022 

COVID Restrictions in China Likely to Last 

Well Into 2023  

Christian Floro, New York

Amid rising speculation around whether China will relax COVID restrictions in the upcoming Party 

Congress on October 16, it seems more likely that nothing will happen until next year’s National People’s 

Congress. Together with the ongoing property sector slowdown, these constraints are weighing significantly 

on consumer confidence and economic activity and seriously weaken the effectiveness of stimulus measures 

authorities implement. This means GDP growth could underperform in both 2022 and 2023.  

Our investment colleagues in China think that while the National People’s Congress 

scheduled around March of next year could provide the catalyst for change for the zero-

COVID policy—particularly as its political effects fade—the progress toward a full end to the 

policy will likely be protracted and won’t come until later in 2023. Policymakers have potential 

off-ramps they can utilize—vaccination mandates, inhaled vaccines reducing person-to-person spread, or 

widespread usage of antiviral medication—but given the difficulty of fully implementing these on a national 

scale, the future of the policy remains uncertain.  

The zero-COVID policy is a keystone program for President Xi Jinping. It arguably enhanced the credibility 

of the Chinese Communist Party, delivering on its social contract: one-party rule in return for competent 

governance that promotes the safety and quality of life of the public. At the same time, with the number of 

reported deaths in China significantly lower than the rest of the world, it also highlighted the advantages of 

China’s authoritarian political system against those of the more democratic West.  

Harsh restrictions have been perceived by policymakers to be a largely effective strategy since the start of 

the pandemic, helping limit contagion whenever cases began to rise. However, with more contagious and 

deadly variants circulating, and with natural immunity still at low levels within the country, the policy has 

come with growing scrutiny as well as economic and social costs. Most notable were the lockdowns in 

Shanghai earlier this year, which lasted from February to August.   

Looking ahead, the move away from the pandemic-era restrictions may not be as smooth as in other 

economies that finally dropped restrictions, especially as unmitigated spread of COVID-19 throughout 

China can still lead to severe health outcomes. Limited health care resources—3.6 ICU beds per 100,000 
inhabitants in China, versus 35 and 30 in the U.S. and Germany, respectively—relatively lower levels of 

immunoprotection given lower natural spread of the virus, and low vaccine take-up for the elderly 

population all make an outright and immediate abandonment of zero-COVID a potentially risky affair. 

https://www.bloomberg.com/news/features/2022-08-02/china-s-covid-zero-strategy-could-last-years-under-xi?sref=N9A1ZLgz
https://en.wikipedia.org/wiki/2022_Shanghai_COVID-19_outbreak
https://en.wikipedia.org/wiki/2022_Shanghai_COVID-19_outbreak
https://www.forbes.com/sites/niallmccarthy/2020/03/12/the-countries-with-the-most-critical-care-beds-per-capita-infographic/?sh=75f678a7f864
https://www.nature.com/articles/s41591-022-01855-7_reference.pdf
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Source: Bloomberg, as of August 2, 2022. 

 

Thus, a primary challenge for policymakers is likely finding an appropriate off-ramp that could allow them 

to not only credibly move away from the policy, but do it without creating further disruptions: 

 

1. A nation-wide vaccination mandate, targeted at the elderly (aged 60+) population 

 

Ninety percent of the population is vaccinated against COVID-19, but only 85% of the elderly 

population is fully vaccinated, leaving about 85 million people under risk. There is also a divergence 

among cities; the elderly vaccination rate is above 80% in Beijing, while it is only 70% in Shanghai. A 

vaccine mandate would be the most direct way to mitigate the risks around full reopening but could be 

difficult, as policymakers would need to address the public’s view that any widespread vaccine 

mandates are unjust.  

 

2. Inhaled vaccines reducing person-to-person spread 

 

While it is less effective against severe disease versus injected vaccines, studies have shown inhaled 

vaccines could help reduce person-to-person spread, achieving what is called sterilizing immunity. This 

could help stop contagious variants like Omicron from spreading widely within any community. 

Sterilizing immunity is of course a high bar for any vaccine, and it remains unclear whether clinical 

studies will translate into real-world performance.  

 

3. Widespread deployment of Paxlovid 

 

If supplies are plentiful and distributed widely enough, Paxlovid could be used to help minimize severe 

negative outcomes during infection, which would ultimately mitigate the risks of widespread infections 

clogging the limited health care system. Authorities have been trying since March to ramp-up 

production, but a nationwide strategy to use the drug has been limited, adding some uncertainty 

around potential production delays or deployment.  

 

These potential off-ramps should minimize any widespread collapse on the heath system upon reopening, 

but given the government appears to need more time to implement these measures, a full end to the zero-

COVID policy will likely be protracted and won’t come until 2023. 
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https://www.bloomberg.com/news/articles/2022-07-08/beijing-revokes-first-ever-vaccine-mandate-after-public-outcry?sref=N9A1ZLgz
https://www.science.org/doi/10.1126/sciimmunol.add9947
https://fortune.com/2022/09/05/cansino-china-worlds-first-inhaled-vaccine-omicron/
https://fortune.com/2022/09/05/cansino-china-worlds-first-inhaled-vaccine-omicron/
https://www.webmd.com/lung/news/20220826/paxlovid-reduces-risk-covid-death-older-adult-study#:~:text=Aug.,New%20England%20Journal%20of%20Medicine.
https://www.scmp.com/business/china-business/article/3171036/fosun-pharmaceutical-among-five-chinese-firms-licensed
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IMPORTANT INFORMATION 
 
Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to change without 
notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the future or likely 
performance. Investment involves risk. The value of any investments and any income generated may go down as well as up and is not 
guaranteed by Barings or any other person. PAST PERFORMANCE IS NOT NECESSARILY INDICATIVE OF FUTURE RESULTS. Any 
investment results, portfolio compositions and or examples set forth in this document are provided for illustrative purposes only and are 
not indicative of any future investment results, future portfolio composition or investments. The composition, size of, and risks associated 
with an investment may differ substantially from any examples set forth in this document. No representation is made that an investment 
will be profitable or will not incur losses. Where appropriate, changes in the currency exchange rates may affect the value of investments. 
Prospective investors should read the offering documents, if applicable, for the details and specific risk factors of any Fund/Strategy 
discussed in this document. 
 
Barings is the brand name for the worldwide asset management and associated businesses of Barings LLC and its global affiliates. Barings 
Securities LLC, Barings (U.K.) Limited, Barings Global Advisers Limited, Barings Australia Pty Ltd, Barings Japan Limited, Baring Asset 
Management Limited, Baring International Investment Limited, Baring Fund Managers Limited, Baring International Fund Managers 
(Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE (Taiwan) Limited, Baring Asset Management Switzerland Sarl, 
and Baring Asset Management Korea Limited each are affiliated financial service companies owned by Barings LLC (each, individually, an 
“Affiliate”). Some Affiliates may act as an introducer or distributor of the products and services of some others and may be paid a fee for 
doing so. 
 
NO OFFER: The document is for informational purposes only and is not an offer or solicitation for the purchase or sale of any financial 
instrument or service in any jurisdiction. The material herein was prepared without any consideration of the investment objectives, 
financial situation or particular needs of anyone who may receive it. This document is not, and must not be treated as, investment advice, 
an investment recommendation, investment research, or a recommendation about the suitability or appropriateness of any security, 
commodity, investment, or particular investment strategy, and must not be construed as a projection or prediction. 
 
Unless otherwise mentioned, the views contained in this document are those of Barings. These views are made in good faith in relation to 
the facts known at the time of preparation and are subject to change without notice. Individual portfolio management teams may hold 
different views than the views expressed herein and may make different investment decisions for different clients. Parts of this document 
may be based on information received from sources we believe to be reliable. Although every effort is taken to ensure that the information 
contained in this document is accurate, Barings makes no representation or warranty, express or implied, regarding the accuracy, 
completeness or adequacy of the information. 
 
Any service, security, investment or product outlined in this document may not be suitable for a prospective investor or available in their 
jurisdiction. 
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