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Rosefinch Weekly

A-share Rallies as Market Tracks Economic Data

Last week saw May PMI data with manufacturing PMI at 49.6% vs April’s 47.4. While it was still below the 50

thresholds, it does show a significant improvement. Structurally, both the production and new order data showed

clear improvement: production index was up 5.3 from 44.4 in April to 497; and new order index was up 5.6 from

42.6 to 48.2. With Shanghai now finally jump-starting, there’s not clear improvements in manufacturing

activities across the board, especially in automobile industry.
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There are of course still some key concerns such as service industry. The May non-manufacturing PMI was up 5.9

from 41.9 to 47.8, which was a strong improvement but still 2.3 below 50. The service sector employment
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subindex lowered to 48.6 from April’s 49.3, making a new low since Feb 2021. The pandemic is still having big
impacts to service and consumer sectors. Another area of concern is the supply chain. While the overall supply
chain is under repair, the supply delivery efficiency remains low, with the entire chain still under clear pressure.

Opverall comparing May to April, the economy’s recovery trend is taking shape while pressure remains.

Last week the State Council announced the policy bundle to firmly stabilize economy and push for steady growth.
The infrastructure investment’s pace has picked up, which will give a clear short-term boost to the economy. But
the long-term vitality still needs a strong domestic market. The re-start of Shanghai is a welcoming sign that
boosted market confidence. The market will track closely economic data to verify the pace of recovery.
With the government emphasizing on frontloading stimulus measures to boost 2Q activities, we will
likely see a spurt of activities in the June monthly data. We will see some pend-up demand released in June
both in manufacturing and in demand sides. These will be good short-term news for the economy, though it may
mask some medium- to long-term structural issues that warrants continued vigilance on the strength of the

recovery.

The oversea market was relatively calm last week. Canadian CB hiked 50 bps, which led the market increasing
expectation of future hikes. US May employment data was in line to April and still show a tight labor market. The
“higher salary — higher inflation” spiral is still in play, translating into higher consumer inflation. Elsewhere,
Europe also reported record inflation data, with EUR-block May CPI at 8.1%. The inflationary pressure has
spread beyond energy and food prices to service and non-industrial products. With global stagflation risk still

lingering, the global stock markets’ rebound is only temporary for now.

Disclaimer

The information and data provided in this document is for informational purposes only and is not intended as an offer or solicitation
for the purchase or sale of any financial products or services. This document is not intended for distribution to, or usage by, any person
or entity in any jurisdiction or country where such distribution or usage are prohibited by local laws/regulations. The contents of this
document are based upon sources of information believed to be reliable at the time of publication. Except to the extent required by
applicable laws and regulations, there is no express or implied guarantee, warranty or representation to the accuracy or completeness
of its contents. Investment returns are not guaranteed as all investments carry some risk. The value of an investment may rise or fall
with changes in the market. Past performance is no guarantee of future performance. This statement relates to any claims made
regarding past performance of any Rosefinch (or its associated companies’) products. All rights are reserved by Rosefinch Fund
Management Co. Ltd and its affiliates.
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