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Growth Convergence and Development Prospects of China's
Economy in the 14" FYP

Huang Yiping , Wang Xun , Hu Ju(Peking University)

Abstract Trade frictions and development prospects of China’s economy in the context of aging popu-
lation are important issues of major concerns among the academia and policy makers. This paper examines
the heterogeneous effects of trade openness and financial openness on growth convergence, and investigates
the growth prospects of Chinese economy in the 14" FYP period by employing a catch up model with technol-
ogy spillovers. Projections under different scenarios show that during 2021-2025 per capita GDP growth of
China will drop gradually from 5.5% to 5.0%, and potential GDP growth will gradually decrease from 5.8%
to 5.0% due to the aging population which leads to a negative increase of population. Moreover, we find that
trade openness, rather than financial openness is a precondition for developing countries to have a successful
convergence of high-income economies. While aging population is becoming a major challenge, accumula-
tion of human capital in the process of promoting urbanization will promote the ability of economic conver-
gence for China. China will further open and reform internal markets, take active measures to deal with the
problem of aging population, and make good use of urbanization and human capital so as to facilitate the
high-quality development of economy.

Key words Chinese economy; trade openness; financial openness; growth convergence
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