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Investment summary 

The Central Economic Work Conference (CEWC) sent a clear message that economic stability being the top 

policy priority. In light of economic slowdown and the Party’s 20th Congress in 2022, the CEWC mentioned 

local authorities and ministries to be responsible for macro-economic stability and it highlighted policy stance 

with concrete measures in fiscal, monetary and property areas – i) accelerating fiscal spending and 

infrastructure construction, ii) a more flexible monetary policy, and iii) a marginal easing in real estate sector.  

The CEWC highlighted detailed explanation and clarifications on long-term policy focus, i.e., common 

prosperity, carbon neutrality, and control of disorderly expansion of capital. We believe it will lead to 

adjustments in the pace and intensity of policy implementation, as the policymakers aim to lower extreme 

actions and encourage cautiousness in implementing measures. The CEWC statement also kept a number of 

hawkish wordings on anti-monopoly and fiscal policy, reiterating that counter-cyclical easing is likely to be 

intensified but unlikely to be aggressive.  

We are getting more constructive on Chinese equities in light of the counter-cyclical easing policy tone being 

confirmed at the CEWC. Within Chinese equities, we reiterate our relative preference to the onshore A-share 

market. For the offshore MSCI China index, we would be mindful of three key challenges – i) more sensitive to 

faster-than-expected US tapering and interest rate lift-off, ii) potential pressure on liquidity from Chinese ADRs 

fund raising, and iii) multiple offshore Chinese developer bond maturities in 1Q22 may result in more volatility 

if there would be more defaults. 

We have been advocating a barbell strategy and prefer i) companies and sectors with policy support to 

drive growth and ii) those with strong cash flow and dividend support. Near-term trading opportunities in real 

estate, internet/platform companies and materials on relief rebound. Chinese banks are approaching 

towards 4Q21 results announcement, and the sector offers a relatively high estimated dividend yield of 7%+. 

For investors focusing on long-term structural growth, the CEWC reconfirms our preference to renewables and 

new energy vehicles sectors. We also prefer domestic consumption, but it will take time to unfold.  

Exhibit 1: Focus stocks  

 
Source: Bloomberg, share price as of 13th December 2021 

Company Ticker Sector Current Potential Dividend

price (l.c.) Rating FV(l.c.) upside yield

Netease NTES US Communication Svs 102.8 Buy 132.0 28.4% 1.0%

JD.com JD US Consumer Disc 79.7 Buy 111.0 39.3% 0.0%

JD.com 9618 HK Consumer Disc 310.6 Buy 432.0 39.1% 0.0%

China Telecom 728 HK Communication Svs 2.6 Buy 3.7 44.7% 8.6%

CCB 939 HK Financials 5.3 Buy 7.7 45.0% 8.2%

HKEX 388 HK Financials 472.8 Buy 540.0 14.2% 1.9%

HSBC 5 HK Financials 45.1 Buy 57.0 26.4% 4.2%

ICBC 1398 HK Financials 4.3 Buy 6.0 38.6% 8.1%

CATL 300750 CH Industrials 658.4 Buy 547.3 -16.9% 0.1%

LONGi 601012 CH IT 87.7 Buy 112.4 28.2% 0.3%

Anhui Conch 914 HK Materials 39.7 Buy 53.0 33.5% 6.3%

Ganfeng Lithium 002460 CH Materials 160.3 Buy 135.0 -15.8% 0.5%

BoS
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Stability being the top policy priority 

The Central Economic Work Conference (CEWC) sent a clear message that economic stability being the top 

policy priority and acknowledged China’s economy is encountering three key challenges – i) demand 

contraction, ii) supply-side shock and iii) softening expectations. In light of economic slowdown and the 

Party’s 20th Congress in 2022, the CEWC highlighted local authorities and ministries to be responsible for macro-

economic stability. The words “stability” and “stabilize” were mentioned in the official statement more than 

20times (vs. 13times last year) and the phrase “taking economic development as the central task” was “re-

surfaced” in this year’s statement, sending a clear message of stabilizing economic growth being the policy 

priority. Having said that, the CEWC also reiterated that it will not be a complete U-turn in regulation and there 

will not be a massive broad-based easing, which is in-line with our expectation.  

A counter-cyclical easing is in the making 

As highlighted in our report “China Strategy: ADR delisting risk should be manageable; watch out for policy 

tone at the CEWC” dated 10 December 2021, China would have the capability to shift towards the easing 

bias – as China has been ahead of other major economies in credit tightening with overall credit growth 

decelerating from around 13% at the beginning of this year to around 10% recently. The CEWC confirmed the 

counter-cyclical easing message that the December Politburo and the People’s Bank of China (PBOC) sent 

earlier, and it highlighted policy stance with concrete measures in fiscal, monetary and property areas: 

Accelerating fiscal spending and infrastructure construction 

The CEWC pledged to ensure the intensity of fiscal spending, speed up expenditure and infrastructure 

investment. It is expected that new tax and/or fee cuts will be introduced, and infrastructure investment will 

be front-loaded next year. With a more pro-active tone in fiscal policy, this would support infrastructure fixed 

asset investment (FAI) to become a key driver in stabilising economy and offsetting any adverse impact from 

the property sector. In our view, a more pro-active fiscal policy does not suggest a return to the old path of 

massive fiscal stimulus and government debt expansion, but it suggests a more effective, targeted and 

sustainable approach. 

A more flexible monetary policy 

The CEWC highlighted that monetary policy should be kept flexible and appropriate. It mentioned that more 

support to the economy especially to the small- and micro-enterprises (SMEs), technology and green 

investments. It is worth noting that the phrase of "maintaining basic stability of macro leverage ratio" has been 

removed from this year's official statement, suggesting that the government could have a higher tolerance 

for a slight adjustment in macro leverage in the effort to stabilise economic growth. 

A marginal easing in real estate sector 

While it could be disappointing for the market as the CEWC maintained the phrase of "houses are for living, 

not for speculation", the statement also called for support for reasonable housing demand and encouraged 

different cities to carry out differentiated implementation policies. All in all, it suggests that the government 

may fine-tune property-related policies, such as home-buying criteria relaxation, but we reiterate that an 

outright easing or policy reversal is not our base case. 

Long-term policy focus remains intact 

The CEWC highlighted detailed explanation and clarifications on long-term policy focus, such as common 

prosperity, carbon neutrality, and control of disorderly expansion of capital. We believe it will lead to 

adjustments in the pace and intensity of policy implementation, as the policymakers aim to lower extreme 

actions and encourage cautiousness in implementing measures which may cause contractionary effects. 

• The CEWC emphasized that “Common Prosperity” will be achieved in a stable and orderly manner – i.e., 

with the first step to grow and enlarge the overall economy, and then to ensure the “share" to be 

reasonable, and to reiterate it will be a long-term process. 
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• In terms of “Carbon Neutrality” implementation, the CEWC highlighted that the gradual withdrawal of 

traditional energy sources should be based on safe and reliable substitution of new energy. In light of the 

power shortage and rationing since September, the clean and efficient use of coal is being emphaised. 

The CEWC provided clear guidance that “the use of renewable energy and raw material energy will not 

be included in the calculation of total energy consumption”. This should help lower the downside risk on 

growth from decarbonization policy.  

• The CEWC highlighted the need to control of disorderly expansion of capital despite that it also 

acknowledged the positive role capital can play as a production factor. Also, the statement kept a 

number of hawkish wordings on anti-monopoly and fiscal policy, reiterating that counter-cyclical easing 

is likely to be intensified but unlikely to be aggressive.  

More constructive on Chinese equities with a relative preference to 

A-shares 

We are getting more constructive on Chinese equities in light of the counter-cyclical easing policy tone being 

confirmed at the CEWC. Within Chinese equities, we reiterate our relative preference to the onshore A-share 

market as it has i) limited exposure to internet and platform sectors which subject to the regulatory headwinds 

and potential further downward earnings adjustment, ii) more industries and sectors that could benefit from 

policy tailwinds, and iii) lower correlation with other equity markets.  

For the offshore MSCI China index, we would be mindful of three key challenges: 

i) the offshore Chinese equities (i.e., Chinese ADRs and HK-listed, which comprise of the majority of MSCI 

China index) are set to be more sensitive to US tapering and interest rate lift-off. The Fed is set to speed 

up its tapering and this week’s FOMC will provide more details. An early end to quantitative easing will 

allow the Fed to raise interest rates in 2022 rather than wait until 2023 as we have been expecting; 

ii) an estimates USD10-20bn potential fund raising in HK by Chinese ADRs as highlighted in our report “China 

Strategy: ADR delisting risk should be manageable; watch out for policy tone at the CEWC” dated 10 

December 2021, is likely to exert pressure on liquidity. The estimated USD10-20bn potential fund-raising 

amount would be equivalent to 24-43% of IPO fund raising on the HKEX in the first 11 months this year; 

iii) there would be multiple offshore developer bond maturities in 1Q22 with more than USD5bn coming up 

in Jan-22 as shown in Exhibit 2, which may result in more volatility if there would be more defaults 

Exhibit 2: Chinese developers’ offshore high-yield bond maturity profile in 1Q22  

 
Source: Bloomberg, BofA 
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Maintaining a barbell strategy – a balance between income and 

growth 

We have been advocating a barbell strategy and prefer i) companies and sectors with policy support to 

drive growth and ii) those with strong cash flow and dividend support.  

Near-term trading opportunity- Chinese banks: dividend plays; real estate, materials and internet: relief 

rebound 

With the CEWC placing “stabilisation” being the policy priority for 2022 and toning down tightening on 

property sector, it has sent marginal positive signals for property-related sectors, which could pose for a relief 

rebound in the near-term. However, the upcoming Chinese high-yield property bond maturity in 1Q22 is likely 

to keep the real estate sector performance volatile. The marginal easing on real estate sector and 

acceleration in fiscal spending and infrastructure construction would benefit building materials, such as 

cement and steel. Share price of cement and steel equities were under pressure on poor expectations for 

2022 demand owing to the property slowdown. Within BOS coverage, Anhui Conch Cement (914 HK, Buy, 

Fair value HKD53) and China National Building Materials (3323 HK, BOS-HTI rated Buy, Fair value HKD16.61) 

are Buy rated. We maintain our view that there could be a window of trading opportunity for Chinese banks 

and internet/platform companies. With a stable dividend payout ratio and a relatively high dividend yield, a 

trading opportunity for Chinese banks is approaching towards 4Q21 results announcement. Among the Big-

4 Chinese banks, we prefer CCB (939 HK, Buy, Fair value HKD7.7) and ICBC (1398 HK, Buy, Fair value HKD6.0) 

for a relatively stronger capital position. The road to recovery for internet and platform companies remains a 

long and bumpy one. With 3Q results announcement are behind us, there could be a window of trading 

opportunity before the next quarterly results announcement, where a reality check will shed light whether 

earnings downward revision will stabilize or not. Within the sector, the preferred names are JD (JD US / 9618 

HK, Buy/Buy, Fair value USD111/HKD432) and Netease (NTES US, Buy, Fair value USD132). 

Medium- to long-term structural growth: renewables and new energy vehicles, and domestic consumption 

The CEWC lend further support to our thesis that renewables and new energy vehicles (NEV) sectors being 

multi-year investment themes. Leading renewable operators and equipment makers under our coverage 

include China Longyuan (916 HK, Morningstar rated Sell, Fair value HKD11.2) and LONGi Green (601012 CH, 

BOS-HTI rated Buy, Fair value CNY112.4). LONGi is the largest PV module producer globally in terms of market 

share. The company should benefit from the easing poly supply constraints and management expects stable 

margins and has a clear target to increase its distributed solar market share, which should see strong demand 

next year on the back of favourable policies. We discussed NEV and its supply chain, and domestic 

consumption in our previous report “China Strategy: ADR delisting risk should be manageable; watch out for 

policy tone at the CEWC” dated 10 December 2021, and please refer to it for details.  

Exhibit 3: Valuation Summary  

 
Source: Bloomberg, share price as of 13th December 2021 

  

2021E 2022E 2021E 2022E 2021E 2022E 2021E 2022E

NETEASE INC-ADR (NTES US) 26.3 22.1 4.5 3.9 1.0 1.0 16.8 17.8 

JD.COM INC-ADR (JD US) 49.3 37.6 3.7 3.7 0.0 0.0 2.8 6.4 

JD.COM INC - CL A (9618 HK) 49.6 37.9 3.7 3.7 0.0 0.0 2.8 6.4 

CHINA TELECOM CORP LTD-H (728 HK) 7.1 6.8 0.4 0.4 8.6 9.6 6.5 6.6 

CHINA CONSTRUCTION BANK-H (939 HK) 3.8 3.5 0.4 0.4 8.2 8.7 12.0 11.8 

HONG KONG EXCHANGES & CLEAR (388 HK) 45.2 38.8 11.5 10.8 1.9 2.3 26.2 28.9 

HSBC HOLDINGS PLC (5 HK) 8.2 9.1 0.6 0.6 4.2 4.9 7.2 5.8 

IND & COMM BK OF CHINA-H (1398 HK) 3.8 3.6 0.4 0.4 8.1 8.6 11.8 11.4 

CONTEMPORARY AMPEREX TECHN-A (300750 CH) 134.1 77.6 20.3 15.5 0.1 0.1 15.2 21.5 

LONGI GREEN ENERGY TECHNOL-A (601012 CH) 43.1 31.3 10.1 8.0 0.3 0.4 24.8 26.9 

ANHUI CONCH CEMENT CO LTD-H (914 HK) 5.2 5.1 0.9 0.8 6.3 6.3 19.0 17.0 

GANFENG LITHIUM CO LTD-A (002460 CH) 64.5 44.2 14.4 11.7 0.5 0.7 22.9 26.0 

Price/Earnings Price/Book Dividend Yield (%) ROE (%)
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Key charts 

MSCI China 12-month forward PE (x) 

Source: Bloomberg 

CSI300 12-month forward PE (x) 

Source: Bloomberg  

 

MSCI China sector performance - YTD 

Source: Bloomberg 

Equities market performances -YTD 

Source: Bloomberg 

 

China government bond yields 

Source: Bloomberg 

Stock Connect net inflow  

Source: Bloomberg 
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