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Rosefinch Weekly  
 

“Taper” Rising With More Volatility in Hot Sectors Ahead 
 

1. Market Review 
 
Last week most A-shares rose with construction, home appliance, and machinery sectors leading the 
rally. For the week, SSE was +1.79%, SZI was +2.45%, GEM was +1.47%, SSE50 was +2.01%, CSI300 
was +2.29%, and CSI500 was +2.54%. 

 

 
  



  

2  Email ir@rosefinch.cn  
 

58 Floor, New Bund Center, NO.555 West Haiyang Road/588 Dongyu Road, Pudong New Area, Shanghai 

上海市浦东新区海阳西路 555 号/东育路 588 号前滩中心第 58 层，邮编：200126 

[021]2030 5888 [021]2030 5999 

 

Amongst the ShenWan Primary industries, 25 out of  28 rose last week, led by defense, automobile, 

construction material, residual, and machinery equipment. 

 

 

The market volume came off, with Northbound flow at net +10 billion RMB, and Southbound flow 
continued net selling.  
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2. Market Outlook  
 
I n  U S D t e r m s ,  Ch i n a ’ s  J u l y  Ex p or t  w a s  28 2 . 7  b i l l i on  US D,  o r  +1 9 .3%  YoY .  
T he  e xp o r t  g r ow th  i s  re tu r n ing  t o  no r m a l  r a nge s ,  a s  t h e  p an dem ic - d r i v e n  
i nc re a s e  in  e xp o r t  m a rk e t  s ha re  r e c ed e s .  J u l y  Im po r t  wa s  2 26 . 1  b i l l i o n  U SD ,  
o r  +2 8 . 1%  Y oY .  B o t h  Im po r t  an d  E xp o r t  g r ow t h  r a t e s  we r e  weak e r  tha n  
e xpec te d .  C h i na ’ s  e x po r t  g r ow th  pe ake d  i n  Feb r ua ry ,  a nd  im p o r t  ha s  b ee n  
s l i d in g  s i nc e  M a y ,  s h ow i ng  f u r the r  s i g n s  o f  eco n o mi c  s l ow d ow n .  I n  t h i s  
s c e na r i o ,  the  nee d  f o r  of f s e t t i n g  f i s c a l  p o l i c y  i s  i n c r ea s ing .  T h i s  i s  
c ons i s t en t  w i th  th e  r e c en t  P o l i t bu ro  g u i danc e  t o  p r oa c t i v e l y  u s e  f i s c a l  
p o l i c y  t o  e ns u r e  e f f e c t i v e  im pac t  a r ou nd  tu r n  o f  t he  y ea r .   
 
W i t h  h i g he r  r aw  m a te r i a l  c o s t s ,  m o nt h l y  i mp or t s  ha ve  be e n  h i g he r  t han  
e xp o r t s  s i nc e  Ma rch .  W hi l e  t he  h i gh e r  i n p u t  c os t  i s  a f f e c t i ng  p r o f i t ab i l i t y ,  
t he  o v e r a l l  p ro f i t  m a rg i n  i s  s t i l l  he a l t h y  a nd  bo d e s  we l l  f o r  th e  A -s h a re  
m a r ke t  i n  t h e  s e co nd  ha l f .   
   
J u l y  US  No n- Fa r m  P ay ro l l  wa s  b e t t e r  th an  ex pe c t e d ,  w i t h  u ne mp lo ym e nt  
a t  a  ne w  l ow  s inc e  th e  pa nd em ic .  T he  p r i o r  m on t hs ’  d a t a  we re  a l s o  re v i s e d  
h i g he r .  S inc e  US  i s  a l r e a dy  co ns i d e r in g  f r e e  m ove me nts  f o r  v a c c i na t ed  
p eo p l e ,  th e  “T a pe r”  p o s s ib i l i t y  i s  r i s i ng .   
 
C h in a ’ s  mo ne t a r y  an d  f i s c a l  p o l i c i e s  w i l l  h a ve  s l i g h t l y  e a s in g  b i a s .  Fo r  the  
e qu i t y  m ar ke t ,  we ’ l l  l i k e l y  s e e  m o re  an d  f a s t e r  s ec to ra l  r o t a t i ons  a s  f l ows  
g ra v i t a t e  to wa rd  mo r e  fa vo rab l e  s e c t o r s .  T h i s  co nce n t r a t i on  w i l l  l i k e l y  
i nc re a s e  vo l a t i l i t y  in  t he s e  s e c t o r s  w i th  h i g h  va l ua t i on s .  T he  r i s k  i s  a n  
a c c e l e r a t i on  i n  t he  “ T ape r”  pa t h  wh i c h  w i l l  c au s e  do wn wa rd  s t r e s s  to  
l i q u i d i t y - s ens i t i v e  h i gh -va lua t i o n  s e c to r s .  O ve ra l l ,  w e  s e e  eq u i t y  vs  b o nd  
p r i c i ng  to  be  abo u t  h i s t o r i c a l  av e r age ,  wh i l e  c y c l i c a l  s t o ck s  a nd  
c om mo d i t i e s  a r e  ne a r  t he  h i gh  en d  o f  h i s t o r i ca l  r a nge s .   
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