CMC Weekly Report

Week of:
March 28, 2022

A weekly rundown of the news and intelligence moving
markets in China and beyond.
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Aircraft crash shakes confidence in Boeing
The recent crash of a Boeing 737-800 plane carrying 132 passengers for
China Eastern Airlines has diminished much investor confidence in
Boeing. The cause of the crash has not yet been determined and is
unlikely to be the fault of the aircraft manufacturer. This incident is
impeding Boeing's plans to achieve recertification for the 737-MAX
aircraft in China.
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Tencent sees lowest quarterly growth on record

LISHA MA,
CPS '23

As the Chinese government has become increasingly strict in oversight
on tech, Tencent has pledged to support these efforts in the name of
healthier future growth. Recent struggles have reduced revenue from
the domestic gaming industry and left Tencent looking at global
expansion opportunities instead.

Analyst

ROHAN
SHAYI,
CSSH '23
Analyst

Internet Stocks Rally
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With the release of a state media report last Wednesday supporting
Chinese securities listed in the US, internet companies in China have
seen a rally in the past week. Sentiment is positive due to the push for
cracking down on internet companies as well as share buybacks
announced by Alibaba and others.
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Russia, China, and the EU
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Considering the importance of trade with the European Union to China, Chinese leaders are in a tough
position looking to establish neutrality on the Russian-Ukrainian conflict. Bilateral trade between the EU
and China exceeded $800 billion in 2021, so the Chinese interest remains in protecting access to such a
lucrative trading partner. The EU is likely to stand with the Biden administration to prevent Russia from
receiving aid from China. The relationship with Europe is therefore a priority for China that will likely
result in their neutrality.

Shanghai Lockdown

Shanghai has implemented strict lockdown guidelines in response to a rise of asymptomatic COVID-19
cases. The lockdown will impact over 25 million people in the area over the next week and a half. The
virus has been harming the city's healthcare and governance systems to enough of an extent to warrant
re-entry into a lockdown. As a major financial center, Shanghai's lockdown can be expected to cause
ripple effects through global economies. In contrast, Hong Kong has shifted to easing their COVID-19
restrictions by taking measures such as removing flight bans into the city.

Gauging Sentiment
Our take on current events and what they portend for the weeks ahead.
Weekly Sentiment Outlook: Positive / Neutral / Negative
The sudden crash of China Eastern Airlines passenger plane and the high risk of a domestic
epidemic rebound have brought severe challenges to the Chinese market.
Written by: Lisha Ma
The global economy has been devastated since the outbreak of the COVID epidemic, but China's
economy still seems to maintain solid growth. Not long ago, the National People's Congress set a target
of 5.5% growth in GDP. However, given the current severe domestic epidemic and the Russian-Ukrainian
war, China's economy may not be immune to the world situation. In the face of the highly transmitted
Omicron variant virus, the epidemic situation in China has experienced a new round of outbreaks. Under
the strict "Zero-COVID" policy, many economically significant cities, including Shanghai, Shenzhen, and
Changchun have been entirely or partially locked down. The economic impact caused by the blockade
and the social cost is significantly increased. It has been nearly a month since the outbreak of the
Russian-Ukrainian war, the war has caused violent fluctuations in the global stock market. China has a
high degree of dependence on the international market, making Chinese market performance highly
vulnerable to the war. The direct economic impact will be reflected in China's wheat prices, and corn
futures are at historically high levels this week. In contrast, the indirect impact will be the massive
outflow of foreign capital from the Chinese stock market, and investors will be more cautious in assessing
geopolitical risks. China's economy is facing unprecedented internal and external issues.

Chart of the Week

External factors may have a greater impact on the Chinese market, and competition among major powers increases. Therefore, changes in oil prices
will also affect the financial market. The stock markets of countries that are highly dependent on crude oil imports are more affected by oil prices.

