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Last week (9-13 May), US equities continued to pull back as US CPI topped 

estimates. But China A-shares rebounded and H-shares were largely unchanged 

as their valuations dropped to low levels with increasing possibility of further 

policy easing. Looking ahead to this week, investors will watch for 1Q earnings 

and guidance of Chinese tech companies including Tencent, JD.com and Xiaomi, 

and any supportive policies from Beijing such as any cut in LPR. Consumer 

stocks may outperform as Covid-lockdown in Shanghai is easing, and there could 

be fiscal support on the horizon. 

 Market recap: China A-shares were the best performing last week among 

major stock markets, with the CSI 300 up 2.1%. The HSI was down by 0.5% 

but outperformed the US & EM. The positive market sentiment from easing 

lockdown measures in Shanghai  and expectation of more pro-growth policies 

such as "going-rural" initiative of automobile (汽车下乡) boosted China/HK 

stocks. By sector, in HK, Consumer & Healthcare led gains, while 

Commodities & Financials declined. In A-shares, growth stocks such as 

Healthcare, IT & Consumer outperformed value stocks (Fig. 3 & 4).  

 Fund flows: Global funds continued to flow out of EM amid Fed’s tightening. 

Equity flows to China declined after two weeks of improvement. US equity 

mutual funds continued to see net outflows, but mildly improved as investors 

seemed divided over further downside of US stocks. UST yield curve flattened 

as 10-year yield retreated while 3-month yield spiked (Fig. 10). 

 Stock Connect flows: Southbound recorded the strongest inflows since mid-

Mar, while Northbound weekly inflows dropped further (Fig. 12-13). By sector, 

Southbound funds flew into IT, Healthcare, Energy & Industrials and out of 

Consumer Discretionary, Real Estate & Construction. Northbound funds flew 

into Semiconductors, Utilities, Consumer Services, Pharmaceutical & 

Biotechnology, and out of Materials, Food, Beverage & Tobacco, Capital 

Goods & Transportation. AH premium widened by 1.7 ppt as A-shares 

outperformed (Fig. 17). 

 Sentiment: “Fear Index” VHSI remained above 33, while the US VIX 

moderated to 28.9 (Fig. 22). Short sell % on HK mainboard came down to 

18.6% last Friday (Fig. 23). By sector, short sell ratio increased in Financials, 

Healthcare & Industrial, and decreased in Property, Utilities, Telecom, Energy, 

Materials & Consumer Staples.  

 Earnings: FY22E EPS consensus of the HSI / HSTECH / CSI 300 were still 

in downtrends, revised down by 1.1% / 2.7% / 0.4% last week (Fig. 41-43). In 

HK, every sector except Materials got downward revisions, with IT slashed by 

3.2%. In A-shares market, EPS estimates went down in every sector except 

Energy & Real Estate, but the magnitude of revisions was smaller than H-

shares (Fig. 44-45). 

 Sector views: In the short term, Consumer stocks may outperform as Covid-

lockdown in Shanghai is easing, and there could be fiscal support on the 

horizon. Internet sector may remain volatile as companies are going to 

announce their 1Q results and potentially lower earnings guidance. 
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Market Recap  

Figure 1: US & EM remained weak, but China/HK 

outperformed 
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Source: Bloomberg, CMBIGM 

Figure 2: HSI dropped to the lowest since mid-Mar 

and then rebounded along with A-shares 
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Source: Bloomberg, CMBIGM 

 

Figure 3: Hang Seng Composite Index sectors:  

Consumer & Healthcare up; Commodities down 
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Figure 4: CSI 300 Index sectors: growth stocks 

outperformed value 
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Fund Flows  

Figure 5: Global fund flow to emerging market 

 

Source: IIF, CMBIGM 

Figure 6: US long-term mutual fund flow 

 

Source: Wind, CMBIGM 
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Figure 7: USD & HKD interest rates 

 

Source: Wind, CMBIGM 

Figure 8: USD/HKD rates & interest spreads 

 

Source: Wind, CMBIGM 

 

Figure 9: KWEB, the largest China Internet ETF, 

recorded mild inflows last week as prices rebounded 
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Source: Bloomberg, CMBIGM 

Figure 10: UST yield curve flattened as 10-year 

yield retreated while 3-month yield spiked 
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Source: Bloomberg, CMBIGM 

 
Figure 11: US-China 10-year yield spread narrowed 

by 20 bps last week 
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SH/SZ-HK Stock Connect  

Figure 12: Southbound had strongest inflows since 

mid-Mar 
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Source: Bloomberg, CMBIGM 

Figure 13: Northbound weekly inflows dropped 

further 
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Source: Bloomberg, CMBIGM 

 
Figure 14: Southbound net buying moderated vs. 1Q 
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Source: Bloomberg, CMBIGM 

Figure 15: Northbound inflows trending down 
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Source: Bloomberg, CMBIGM 

 

Figure 16: Southbound inflows speeded up since early 

2022, while Northbound inflows slowed down 
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Source: Bloomberg, CMBIGM 

Figure 17: AH premium widened by 1.7 ppt last 

week as A-shares outperformed 
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Figure 18: Southbound net flows by sector last week 

 

Source: Wind, CMBIGM 

Figure 19: Northbound net flows by sector last 

week 

 

Source: Wind, CMBIGM 

 
Figure 20: Southbound weekly top 10 active stocks 

 

Source: Wind, CMBIGM 

Figure 21: Northbound (SH) top 10 active stocks 

 

Source: Wind, CMBIGM 

 
Sentiments  

Figure 22: “Fear Index” VHSI remained above 33, 

while the US VIX moderated to 28.9 
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Source: Bloomberg, CMBIGM 

Figure 23: Short sell % on HK mainboard came down 

to 18.6% last Friday 
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Figure 24: Short sell % in HK - Financials 
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Source: Bloomberg, CMBIGM 

Figure 25: Short sell % in HK – Info Tech 
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Source: Bloomberg, CMBIGM 

 
Figure 26: Short sell % in HK – Consumer Discretion. 
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Source: Bloomberg, CMBIGM 

Figure 27: Short sell % in HK – Consumer Staples 
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Source: Bloomberg, CMBIGM 

 
Figure 28: Short sell % in HK - Property 
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Source: Bloomberg, CMBIGM 

Figure 29: Short sell % in HK – Healthcare 
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Source: Bloomberg, CMBIGM 
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Figure 30: Short sell % in HK – Utilities 
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Source: Bloomberg, CMBIGM 

Figure 31: Short sell % in HK – Industrials 
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Source: Bloomberg, CMBIGM 

 

Figure 32: Short sell % in HK – Energy 
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Source: Bloomberg, CMBIGM 

Figure 33: Short sell % in HK – Telecom 
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Source: Bloomberg, CMBIGM 

 

 

Figure 34: Short sell % in HK – Materials 
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Source: Bloomberg, CMBIGM 
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Earnings & Valuations  

Figure 35: HSI’s P/E close to low end, while A-shares 

and the US are near 10-year mean 
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Source: Bloomberg, CMBIGM 

Figure 36: HSI’s forward P/E at 10.1X 
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Source: Bloomberg, CMBIGM 

 

Figure 37: CSI 300’s P/E only slightly lower than 10-

year mean 
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Source: Bloomberg, CMBIGM 

Figure 38: HSI’s P/B well under 1, lower than 

previous crisis troughs  
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Source: Bloomberg, CMBIGM 

 
Figure 39: CSI 300’s P/B only slightly lower than 10-

year mean (1.88X) 
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Source: Bloomberg, CMBIGM 

Figure 40: Most HSCI sectors’ P/E are near troughs 

0

5

10

15

20

25

30

35

40

45

50
Current year estimated P/E 

(since Sep 2019)

High Low Mean Current

 

Source: Bloomberg, CMBIGM 
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Figure 41: EPS estimates of HSI were still in 

downtrend, revised down by 1.1% last week 
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Source: Bloomberg, CMBIGM 

Figure 42: EPS estimates of HSTECH Index were 

revised down by 2.7% last week 
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Source: Bloomberg, CMBIGM 

 

Figure 43: EPS estimates of A-shares were revised 

down by 0.4% last week 
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Source: Bloomberg, CMBIGM 

Figure 44: HK earnings revision: down in every 

sector except Materials; IT down by 3.2% 

 

Source: Bloomberg, CMBIGM 

 
Figure 45: A-shares earnings revision: only Energy 

& Real Estate got revised up 

 

Source: Bloomberg, CMBIGM 
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