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While the rest of the world slows down, China is awakening from its stringent lockdowns. The divergence in trend 
between the economic surprise indices for China versus US and Europe highlights the speed of the recovery. 
Chinese companies derive 85% of their revenue domestically, even though China has the largest market share in 
global exports . And so, if the government can successfully steer the Chinese economy out of a downturn via its 
policy stimulus targeted at balancing the demand the supply side, China could be a safer investment alternative 
amidst the global slowdown. 

Figure 1: China’s economic surprise index clawing its way up after lockdown’s end
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China’s potential to rebound was evident in the recent release of economic activity data in June, with a strong pick 
up in services and construction. The official manufacturing Purchasing Managers Index (PMI) rose to 50.2 from 49.6 
in May , marking the first time since February that the index was above 50, indicating an expansion in output. 

Source: Bloomberg, WisdomTree as of 6 July 2022. Historical performance is not an indication of future performance, and 
any investments may go down in value
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We also saw a substantial turnaround in the transportation industry which helped shorten the time for raw 
materials to reach manufacturers, with an index measuring the delivery time of suppliers jumping to 51.3, the 
highest in more than six years. Historically shorter shipping times conveys demand is contracting, suggesting an 
economic slowdown. However, this time around, it indicates logistics are returning to normality and so the rebound 
in manufacturing activity was likely stronger, than the PMI indicates.  We expect further reopening and 
normalisation to help bolster consumer confidence in 2H 2022, paving the way for higher growth in domestic 
consumption.

Policy stimulus continues to step up
The recent Politburo meeting indicated that policymakers are committed to achieving China’s growth target of 
5.5%. The effects of their renewed commitment to growth have already been translated in the build-up of credit. 
Historically Chinese equities tend to benefit following the build-up of stimulus. Since May, the government has 
implemented more easing policies including tax cuts, consumption stimulus, increasing credit supply alongside a 
renewable energy push. 

Figure 2: Chinese stocks tend to benefit after the build-up of credit
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Source: Bloomberg, WisdomTree as of 30 June 2022. Historical performance is not an indication of future 
performance, and any investments may go down in value.
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Figure 3: Balanced exposure to sectors benefitting from the long-term transformation in China

Source: Bloomberg, WisdomTree as of 31 May 2022. Historical performance is not an indication of future 
performance, and any investments may go down in value.
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Infrastructure investment is being supported by giving local governments greater financing freedom, encouraging 
banks to increase lending, and easing financing conditions for distressed real estate companies. By the end of May, 
a total of 2.03Trn yuan of special bonds have been issued, accounting for 59% of the total quota, up 1.4Trn yuan 
over the same period last year. China is considering allowing local governments to sell 1.5Trn yuan ($220 billion) of 
special bonds in the second half of this year . Given the ongoing property crisis, infrastructure spending is an 
important stimulus lever that the government aims to support. 

China’s technology related regulatory crackdown appears to be dialling back
In April, the Politburo chaired by President Xi Jinping, pledged to support the healthy development of the platform 
economy. Since then, China has shown signs of easing its crackdown on the technology sector. The crushing of 
Ant’s $35 billion IPO in November 2020 sent markets in a tailspin. In June 2022, Chinese financial regulators have 
started early-stage discussions on a potential revival of Ant Group Co’s IPO. While the timeline for the license and 
potential listing will hinge on approvals from senior Chinese leaders, evidence of progress could provide another 
sign that the tech crackdown is easing.  In April, China approved the first batch of new video game licenses, 
providing another catalyst to the gaming sector since the suspension in August 2021. 

Seeking opportunities from the gradual reopening  
The reopening trade is underway in China, evident from the outperformance of Chinese equity markets (CSI 300 
Index +0.5%) versus other major indices (US: S&P 500 Index -16.4%) in 2Q 2022 . As China reopens from lockdowns, 
we favour taking a more balanced approach towards new economy sectors.  The S&P 500 China Index offers a more 
balanced exposure to sectors critical to China's long-term transformation versus its peers. 

"New Economy" 

Sectors 

Information 

Technology 
Industrials 

Consumer 

Discretionary 

Consumer 

Staples 
Healthcare 

Communication 

Services 
Total

S&P China 500 11.92% 13.08% 14.31% 9.43% 7.24% 8.55% 64.53%

CSI300 14.26% 14.21% 8.20% 15.57% 8.68% 1.33% 62.25%

FTSE A50 4.93% 11.13% 9.37% 29.84% 7.13% 0.00% 62.40%

MSCI China 5.84% 5.74% 28.32% 5.69% 5.46% 19.25% 70.30%

China trades counter-cyclical to the west, and A-shares are less impacted by global markets. The S&P 500 China 
Index offers a higher allocation to the onshore A-share market (63.5%) versus MSCI China (16.2%) as of 31 May 2022. 

The S&P China 500 Index has outperformed its peers since 31 December 2008, offering an 9.1% annualised return 
with a 21.3% standard deviation.



WisdomTree.eu

+44 (0) 207 448 4330

What’s hot?For Professional Clients only

Conclusion:

While investors remain on edge due to domestic Covid linked flare-ups, we believe it’s important for investors to 
remain focussed on policy stimulus, the earnings recovery, and peaking of regulatory hurdles. The pace of the 
recovery will largely depend on the magnitude of policy support and direct fiscal stimulus offered to households to 
revive domestic consumption. The upcoming 20th Party Congress should also provide more clarity on China’s 
ambition and policy direction over the next decade. 

Figure 4: Historical Performance of S&P China 500 Index versus its peers
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Source: Bloomberg, WisdomTree as of 30 June  2022. Historical performance is not an indication of future 
performance, and any investments may go down in value.



Disclaimer

This material is prepared by WisdomTree and its affiliates and is not intended to be relied upon as a forecast, 

research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or 

to adopt any investment strategy. The opinions expressed are as of the date of production and may change as 

subsequent conditions vary. The information and opinions contained in this material are derived from 

proprietary and non-proprietary sources. As such, no warranty of accuracy or reliability is given and no 

responsibility arising in any other way for errors and omissions (including responsibility to any person by reason 

of negligence) is accepted by WisdomTree, nor any affiliate, nor any of their officers, employees or agents. 

Reliance upon information in this material is at the sole discretion of the reader. Past performance is not a 

reliable indicator of future performance.


