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Unwinding the curbs

¢ China's local daily new cases have been contained at below Shanshan Song
100 for a week; Shanghai re-opened from 1 June, while Beijing Economist, Greater China o
i The Hongkong and Shanghai Banking Corporation Limited
resumed normal work and life from 6 June

¢ But inter-regional travelling and activities have remained at low
levels despite the holiday boost

¢ There has been a ramp-up of policy support at department and
local government levels, following the State Council
teleconference the previous week

China local daily new cases have been contained at below 100 for the past seven days,
scattered across 16 provinces nationwide, in addition to ¢.70 imported new cases daily.
Shanghai started its re-opening from 1 June, initially requiring a negative PCR test result
within 72 hours for citizens to take public transport or enter public venues. However, from

6 June, proof of a PCR test taken within the past 24 hours, even if the result is yet to come
out, is also a valid entry permit. Since the re-opening, around a dozen community infections
have emerged, leading to a stepping-up of restrictions at the relevant residential communities,
but no reversal of the city-level re-opening. As for Beijing, by 3 June, 13 of the total of

16 districts had seen no new cases at community level for 7 consecutive days, reaching the
threshold for loosening the curbs. The city, except Fengtai and some parts of Changping
districts, resumed public transport and dine-in services in restaurants, as well as allowing
on-site work, from 6 June (Bloomberg, 5 June).

Activities in Shanghai and Beijing continued to resume, but inter-regional travel
remained at low levels despite the holiday boost. In Shanghai, all 20 subway lines have
almost fully resumed operations (excepting only a few stations), and recorded 3m person-trips
last Thursday, the second day since the city re-opened, reaching almost one-third of the
average level in 2021. Meanwhile, the air cargo handling capacity of major air logistics
companies in Shanghai has resumed to 80% of the normal level (CCTV, 4 June), and the
resumption rate of Shanghai automobile and parts production enterprises has reached 85%.
But the Dragon Boat Festival (3-5 June) revealed a still muted desire to travel, with the total
number of passengers on public transport vehicles being 40% and 9.6% below 2021 and
2020 levels, respectively, according to the Ministry of Transport. Housing sales in the 30 major
cities edged up slightly over the past week, but remained in deep contraction territory y-o-y.

Following Shenzhen and Shanghai, on 2 June the city of Beijing also issued a package of
policy support to coordinate pandemic prevention and stabilize economic growth,
including tax rebates and fee reductions, ensuring supply chain stability, and supporting
investment and consumption, to implement the policy support introduced in the State Council
meetings. The Ministry of Finance, in a press conference on 2 June, pledged a series of
support measures such as increasing the magnitude of tax rebates, accelerating fiscal
expenditure, and stepping up support for SMEs. It also urged local governments to issue the
entire 2022 quota of special bonds by June.
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COVID-19 cases and vaccinations

Chart 1: Total daily new cases nationwide
remained below 200...
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Chart 3: Small-scale flare-ups were seen in
Liaoning and Inner Mongolia provinces
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Economic activity

Chart 5: National average production rate
of steel rebar remained low...
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Chart 2: ...with local daily new cases
dropping to below 100 for a week
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Chart 4: Vaccination rates for the elderly
continued to improve
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Chart 6: ...while the semi-steel tyre
operating rate edged up further
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Chart 7: National average level of traffic
continued rising before seeing a seasonal
fall during the Dragon Boat Festival...
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Chart 9: Shanghai traffic level edged up as
the city started to re-open from 1 June
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Chart 11: Inter-regional travel to Shanghai
still saw only a minor pick-up, whether it
was from Jiangsu...
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Chart 8: ...with a similar pattern seen in
Shenzhen
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Chart 10: Beijing traffic level also picked
up as restrictions were loosened
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Chart 12: ...or Zhejiang
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Chart 13: But the traffic on intra-Jiangsu
routes continued to see improvement...
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Chart 15: The 30 major cities' housing
sales picked up before dipping seasonally
during the holiday
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Chart 17: ...and so did the housing sales
in Shanghai
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Chart 14: ...as did that on intra-Zhejiang
routes
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Chart 16: Housing sales in Shenzhen
continued to pick up...
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Chart 18: Containerized freight index
picked up further
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Inflation and policies

Chart 19: Steel prices edged up after
falling to a nadir, while oil prices
continued to rise
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Chart 21: Small amount of net liquidity
withdrawal was seen in the past week...

12 RMBtrn

0 -
f
3June
-12 -
Nov-21 Jan-22 Mar-22 May-22

Liquidity injection / withdrawl
Net liquidity injection through open market operations

Source: Wind, HSBC

Free to View ® Economics - China
7 June 2022

Chart 20: Prices of agricultural products
continued to fall
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Chart 22: ...while interbank rates
continued to edge up from the nadir

39 _%, 7dma

3 -
28 A
26 4
24 1
22 A

24
18
16 1
14 2June
12 T T r T T

Feb-20 Jul-20 Dec20 May21 Oct-21 Mar-22
R007 (7-day weighted-averaged intetbank bond
collatoral repo rate )

—— DR007 (7-day weighted-averaged interbank bond
collatoral repo rate: depository institutions)

Source: Wind, HSBC




Free to View ® Economics - China
m HSBC 7 June 2022

Disclosure appendix

The following analyst(s), who is(are) primarily responsible for this document, certifies(y) that the opinion(s), views or forecasts
expressed herein accurately reflect their personal view(s) and that no part of their compensation was, is or will be directly or
indirectly related to the specific recommendation(s) or views contained in this research report: Shanshan Song

This document has been issued by the Research Department of HSBC.

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments, both equity and debt
(including derivatives) of companies covered in HSBC Research on a principal or agency basis or act as a market maker or
liquidity provider in the securities/instruments mentioned in this report.

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment banking,
sales & trading, and principal trading revenues.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company
available at www.hsbcnet.com/research.

Additional disclosures
1 Thisreportis dated as at 07 June 2022.

2 All market data included in this report are dated as at close 03 June 2022, unless a different date and/or a specific time of
day is indicated in the report.

3  HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

4  You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.



Free to View ® Economics - China
m HSBC 7 June 2022

Disclaimer

This document has been issued by The Hongkong and Shanghai Banking Corporation Limited, which has based this document on information obtained from sources it believes to be reliable
but which it has not independently verified. Neither The Hongkong and Shanghai Banking Corporation Limited nor any member of its group companies (‘HSBC”) make any guarantee,
representation or warranty nor accept any responsibility or liability as to the accuracy or completeness of this document and is not responsible for errors of transmission of factual or analytical
data, nor is HSBC liable for damages arising out of any person’s reliance on this information. The information and opinions contained within the report are based upon publicly available information
at the time of publication, represent the present judgment of HSBC and are subject to change without notice.

This document is not and should not be construed as an offer to sell or solicitation of an offer to purchase or subscribe for any investment or other investment products mentioned in it and/or to
participate in any trading strategy. It does not constitute a prospectus or other offering document. Information in this document is general and should not be construed as personal advice, given
it has been prepared without taking account of the objectives, financial situation or needs of any particular investor. Accordingly, investors should, before acting on it, consider the appropriateness
of the information, having regard to their objectives, financial situation and needs. If necessary, seek professional investment and tax advice.

The decision and responsibility on whether or not to purchase, subscribe or sell (as applicable) must be taken by the investor. In no event will any member of the HSBC group be liable to the
recipient for any direct or indirect or any other damages of any kind arising from or in connection with reliance on any information and materials herein.

Past performance is not necessarily a guide to future performance. The value of any investment or income may go down as well as up and you may not get back the full amount invested. Where
an investment is denominated in a currency other than the local currency of the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price
or income of that investment. In case of investments for which there is no recognised market it may be difficult for investors to sell their investments or to obtain reliable information about its
value or the extent of the risk to which it is exposed. Some of the statements contained in this document may be considered forward looking statements which provide current expectations or
forecasts of future events. Such forward looking statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those
described in such forward-looking statements as a result of various factors.

This document is for information purposes only and may not be redistributed or passed on, directly or indirectly, to any other person, in whole or in part, for any purpose. The distribution of this
document in other jurisdictions may be restricted by law, and persons into whose possession this document comes should inform themselves about, and observe, any such restrictions. By
accepting this report, you agree to be bound by the foregoing instructions. If this report is received by a customer of an affiliate of HSBC, its provision to the recipient is subject to the terms of
business in place between the recipient and such affiliate. The document is intended to be distributed in its entirety. Unless governing law permits otherwise, you must contact a HSBC Group
member in your home jurisdiction if you wish to use HSBC Group services in effecting a transaction in any investment mentioned in this document.

Certain investment products mentioned in this document may not be eligible for sale in some states or countries, and they may not be suitable for all types of investors. Investors should consult
with their HSBC representative regarding the suitability of the investment products mentioned in this document.

HSBC and/or its officers, directors and employees may have positions in any securities in companies mentioned in this document. HSBC may act as market maker or may have assumed an
underwriting commitment in the securities of companies discussed in this document (or in related investments), may sell or buy securities and may also perform or seek to perform investment
banking or underwriting services for or relating to those companies and may also be represented on the supervisory board or any other committee of those companies.

From time to time research analysts conduct site visits of covered issuers. HSBC policies prohibit research analysts from accepting payment or reimbursement for travel expenses from the
issuer for such visits.

The Hongkong and Shanghai Banking Corporation Limited is regulated by the Hong Kong Monetary Authority.

© Copyright 2022, The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or
transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of insert issuing entity name. MCI (P) 037/01/2022,
MCI (P) 017/10/2021

[1194039]



	COVID-19 cases and vaccinations
	Economic activity
	Inflation and policies
	Disclosure appendix
	Additional disclosures

	Disclaimer

