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Things are changing

+ Daily cases exceeded 17,000, the highest level since late April; Jing Liu

i i Chief Economist Greater China
GuangZhOU and Chongqlng are batt“ng large outbreaks The Hongkong and Shanghai Banking Corporation Limited

¢ The central government announced 20 measures for better
calibration of COVID-19; cities are following the guidelines

¢ A strong property rescue plan has also been unveiled;
sentiment is improving

Daily new cases increased beyond 17,000. China recorded 17,772 new local cases
on 14 November (local confirmed cases and local asymptomatic cases), bouncing back
to a level last seen in 25 April. Guangdong (5,633), Chongging (2,951), Henan (2,287),
Inner Mongolia (1,331) and Gansu (825) had the highest number of infections,
dominated by asymptomatic cases. As of 15 November, 8,686 areas nationwide were
labelled “high risk” and 770 “low risk”. On 15 November, the medium risk areas were
cancelled and cleared. High risk areas, which are subject to more stringent restrictions,
almost tripled from a week earlier. As of 15 November, among Tier-1 cities, Guangzhou
had 98 high risk areas while. Beijing had 218 high risk areas. Shanghai and Shenzhen
each had 14 high risk areas.

Local governments are making adjustments based on the calibrated measures.
According to a circular released by the National Health Commission (NHC) on Friday,
11 November 2022, China will ease some of its COVID-19 rules and we expect the
relaxation to minimise the direct drag on economic activity and lift sentiment. On the
ground, cities are also fine-tuning local containment measures. Beijing’s municipal
government said it will improve the epidemic prevention and control policies concerning
people returning home from other provinces. Soon after the announcement of NHC’s
20 measures, Guangzhou released 16,527 people in quarantine identified as
“secondary contacts”, as the new guidance no longer tracks secondary contacts
(21caijing, 12 Nov). Hohhot (Inner Mongolia), Zhengzhou (Henan), Taiyuan (Shanxi)
and Daging (Heilongjiang) have adjusted relevant containment measures, including by
more accurately defining control areas and making adjustments to travel policies. Many
cities, including Shanghai, Yaniji (Jilin) and Sanya (Hainan), terminated mass PCR
testing except for those areas with unclear sources of infections (Sina, 14 Nov), in
accordance with the new guidelines. Alongside the gradual relaxation, more public
education is likely needed to facilitate the change.
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Some cities are experiencing the largest outbreaks in three years. Guangzhou remains the
battlefield for this round of outbreaks. Since 22 October, Haizhu district reported has more than
10,000 accumulated cases, with multiple sporadic cases found across the city. Guangzhou'’s local
government extended the containment measures for Haizhu and several other districts until 16-18
November. In Chongqing, senior officials said in a news conference on Saturday, that the city is
facing a "severe and complicated "epidemic situation and is at a critical point with its number of
infections rising rapidly in recent days. Chongqing is home to 32 million people. As of 12 November,
the city reported 1,820 new cases including asymptomatic ones. This is the largest COVID-19
outbreak for Chonggqing in the past three years. Since Friday, several central urban districts issued
notices urging residents to stay at home for seven days. Henan’s capital city, Zhengzhou, is another
epicentre of the recent outbreaks. It is the host city to Foxconn's largest Apple iPhone assembly
plant, which has seen a dip in production due to the epidemic (China Daily, 12 Nov). On Friday, eight
urban areas of the city carried out mass testing. Meanwhile, the number of new locally transmitted
COVID-19 infections in Beijing has continued to rise over the past few days. Officials of the Center
for Disease Prevention and Control urged residents to reduce gatherings. Haidian district also
suspended all in-person cultural and art training courses starting on Friday.

China released the strongest property support plan so far. Local media reported the PBoC
and CBIRC jointly issued a notice to financial institutions on 12 November, laying out 16 measures
to ensure the “stable and healthy development” of the property sector (Caijing, 13 Nov). Unlike the
previous steps there were mostly in piecemeal style, the latest notice listed plans tackling supply
side issues, particularly developers’ liquidity stress as well as boosting demand such as by further
reducing down-payments for housing mortgages. This is by far the strongest policy package to
date aimed at supporting the property sector, of which both investment and sales indicators
remained sluggish for the most part of this year. On 8 November, NAFMII, which regulates
China’s interbank market, said that it will expand the bond financing scheme to about
RMB250bn with support from PBOC. Taking together, we see the recent measures as a game
changer, as now policymakers are using various measures to support property developers
rather than just ensuring deliveries of unfinished housing projects. The latest housing easing
measures and a gradual shift in the zero-COVID policy should support a recovery in growth.
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COVID-19 cases and vaccinations

Chart 1: Daily new cases exceeded 17,000

Chart 2: Guangdong, Henan and
Chongqing are the major epicentres
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Chart 3: Vaccination rates for the elderly

Source: CEIC, HSBC

Chart 4: COVID-19 restrictions remained

have increased steadily elevated
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Note: Data as of 12 November 2022.
Source: Wind, CEIC, HSBC estimate
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Economic activity
Chart 5: The steel rebar production rate

was stable
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Chart 7: The semi-steel operating rate
ticked up
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Note: Semi-steel tyres are key components for the production of automobiles.
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Chart 9: Housing sales in 30 major cities
eased in the past week
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Chart 6: The production rate in the
chemical sector dropped
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Chart 8: The national average level of
traffic went down moderately
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Chart 10: Housing sales in Tier-1 cities
slowed rather notably
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Chart 11: Tier-2 cities’ housing sales
eased further
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Chart 13: The Baltic Dry Index stabilized
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Inflation and policies

Chart 15: Oil prices and steel rebar prices
stayed at similar levels
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Chart 12: ... Tier-3 cities’ housing sales
appeared to have stabilised
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Chart 14: Box office revenue remained
weak
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Chart 16: Agricultural product prices came
down

150 Wholesale price index of agricultural
Tproducts basket, 2015=100

110 1 -

100 —
Feb Mar Apr May Jun Jul Aug Sep Oct No

—0022 ——2021 ——2020 2019

Source: Wind, HSBC



V} Free to View ® Economics - China
<A HSBC 16 November 2022

Chart 17: The PBoC withdrew RMB80bn of Chart 18: Interbank rates edged up in the
liquidity through OMOs in the recent week past week
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