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“Housing is for Living!” action nudges long-term capital 

flows towards real economy and financial assets 
 

 
1. Market Review 

 
For last week, SSE Composite Index was +0.31%, Shenzhen Component Index was +0.38%, GEI +1.08%, 
SSE50 was -0.37%, CSI300 was -0.11%, and CSI500 was +0.88%. 
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From industry perspective, 12 out of 28 ShenWan Primary industries rose last week led by non-ferrous metal, 
steel, electrical equipment, automobile, and defense industries.  
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2. Market Outlook 
 

C o v id  c o n t a g i o n  wo r s e n ed  a s  m u t an t  v i r u s ’  s p r e a d  a c c e l e r a t e d .  S i n c e  t h e  n e w  
m o r t a l i t y  r a t e s  i n  E u r o p e  a n d  U S  r e m a i n  l o w  l i k e  f l u ,  w e  e x p e c t  t h e  e co n o m i c  
i m p ac t s  t o  b e  l i m i t e d .  I n  o t h e r  r e g io n s  l i k e  S o u t h ea s t  A s i a  an d  L a t i n  Am er i c a ,  t h e  
n e w  m o r t a l i t y  r a t e s  a r e  a l m o s t  t e n  t i m e s  a s  h i g h .  T h i s  w i l l  c a u s e  i n c r e a s e d  
g o v e r n m e n t a l  r e s p o n s e s  w h i ch  w i l l  s l o w  l o c a l  e co n o m i c  g r o w t h  an d  d e l a y  
n o r m a l i z a t i o n  o f  g l o b a l  s u p p l y  ch a i n s .  Ch i n a  d ep l o y ed  f a s t  a n d  m a s s - s c a l e  C o v i d  
t e s t i n g  w h e n e v e r  t h e r e  i s  n e w  u n l i n k ed  c a s e s .  T h i s  h a s  b e e n  e f f e c t i v e  i n  co n t r o l  
t h e  s p r e a d  q u i c k l y  s o  f a r .  D o m e s t i c  e c o n o m y  i s  b a s i c a l l y  u n a f f e c t e d ,  w i t h  e x p o r t  
g r o wt h  r a t e s  r em a i n  a t  ab o v e  t r e n d .  
 

T h e  s e v e r e  f l o o d i n g  i n  H e n an  h a s  s l o w ed  a n d  u n d e r  c o n t r o l .  W e ’ r e  n o w 
w i t n e s s i n g  f r eq u en t  e x t r em e  w ea t h e r  p a t t e r n s  g lo b a l l y ,  w h i ch  m a y  p u s h  m a j o r  
e c o n o m i e s  t o  a c c e l e r a t e  s t r u c t u r a l  a d j u s t m e n t s  i n  e n e r g y  s e c t o r s .   Ch i n a ’ s  i n d u s t r y  
a d j u s t m en t s  h a v e  b e e n  q u i t e  d e t e r m i n e d  w i t h  f i r m  i m p l e m e n t a t i o n s .  W e  e x p e c t  t wo  
m a i n  i n d u s t r y  p o l i c y  c o n s i d e r a t i o n s :  f o r  f o r e i g n  s e c t o r s ,  i m p r o v i n g  e f f i c i en c y  t o  
i n c r e a s e  i n t e r n a t i o n a l  c o m p e t i t i v e n e s s ;  f o r  d o m e s t i c  s e c t o r s ,  s t r e s s i n g  f a i r n e s s  i n  
i n d u s t r i e s  o f  l a r g e  w e a l t h  d i s p a r i t y  o r  o v e r - co m p e t i t i o n .  G i v en  t h i s  b a ck d r o p ,  w e  
a r e  s e e i n g  m o r e  f o r c e f u l  a c t i o n s  i n  t h e  “ H o u s i n g  i s  f o r  l i v i n g ,  n o t  s p e cu l a t i n g ! ”  
c a m p a i g n ,  w h i c h  i n  t u r n  h e l p s  t o  p u s h  c a p i t a l  i n t o  r e a l  e c o n o m y  a n d  f i n an c i a l  
a s s e t s  l i k e  e q u i t y  o r  d eb t  m a r k e t s .   
 

T o  b e t t e r  u n d e r s t a n d  C h in a ’ s  A - s h a r e s ,  w e ’ d  s u g ge s t  l o o k i n g  a t  i t  f r o m  t h r e e  
p e r s p e c t i v e s :  p o l i c y ,  c y c l e ,  a n d  s t y l e .  O n c e  yo u  i d e n t i f y  t h e  k e y  c h a r a c t e r i s t i c s  
f r o m  t h e s e  p e r s p e c t i v e s ,  yo u  c an  t h e n  l o o k  i n t o  a p p r o p r i a t e  i n v e s t m e n t  s t r a t e g y .  
T h e  f i r s t  p e r s p e c t i v e  i s  p o l i c y ,  w h i ch  l a y s  t h e  f o u n d a t i o n  f o r  t h e  l o n g - t e r m  u p w a r d  
t r a j e c t o r y  o f  t h e  A - s h a r e s .  T h e  s e c o n d  p e r s p ec t i v e  i s  c y c l e ,  w h i ch  i s  e x h i b i t i n g  
s o m e  d o wn w a r d  p r e s s u r e  i n  t h e  n e a r  t e r m .  T h e  t h i r d  p e r s p e c t i v e  i s  s t y l e ,  w h i c h  i s  
a  m o r e  u n d e r l y i n g  m e d i u m - t e r m  t r e n d .   
 

F o r  t h e  n e a r  t e r m ,  t h e  p o l i c y  i s  w i d en i n g  t h e  A - s h a r e  s t r u c t u r a l  d i s p e r s i o n ,  
s o  i t ’ s  i m p o r t an t  t o  s e a r c h  f o r  i n v e s t m en t  i d e a s  am o n g s t  t h e  m o s t  p r o s p e r o u s  
i n d u s t r i e s .  E x t e r n a l l y ,  t h e  o n g o i n g  m e e t i n g s  b e t we en  U S  S t a t e  D ep a r t m en t  a n d  
C h i n a  f o r e i g n  m i n i s t r y  m ay  p r o v i d e  s o m e  h ea d l i n e s .  W h i l e  Ch i n a  d i d  p u t  f o r t h  
s o m e  c o u n t e r - s an c t i o n s  o n  U S  p e r s o n s  l a s t  F r i d a y ,  t h e  U S  p r o b a b l y  wo n ’ t  o v e r -
r e a c t  w i t h  t h e  p o s s i b i l i t y  o f  m ak i n g  p r o g r e s s  f r o m  t h e  t a l k s .    
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