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MSCI China index rose by 6.42% in April, driven by rising buyback and dividend payout by 

internet names, China’s capital market guideline, and anticipation of more property easing at the 

April 30th politburo meeting. The central bank emphasized that China's economic performance 

continues to show a positive trend of recovery and improvement, which will promote a moderate 

increase in prices and enhance the effectiveness of monetary policy tools. Meanwhile, during 

the process of economic recovery, the central bank will also pay attention to changes in long-

term interest rates and ensure the smooth transmission mechanism of monetary policy. 

Structurally, the central bank has pointed out the need to increase financial support for large-

scale equipment renewals and trade-ins of consumer goods. The regulatory commission has 

also announced five measures to enhance cooperation in the capital markets with Hong Kong, 

which include expanding the range of eligible products for stock ETFs under SH-HK Stock 

Connect and SZ-HK Stock Connect, adding REITs to the SH-HK Stock Connect and SZ-HK 

Stock Connect, etc. In the first quarter of 2024, China's GDP grew by 5.3% year-on-year and 

1.6% quarter-on-quarter, indicating a marginal improvement in economic momentum. The 

government issued the " Implementation Rules for Car Trade-in-Subsidy," which specifies the 

subsidy policy for the trade-in of old vehicles for new ones.
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China’s manufacturing PMI index fell to 50.4 in Apr from 50.8 in Mar. Among major sub-indexes 

of NBS manufacturing PMI, the new orders sub-index fell to 51.1 from 53.0, the output sub-index 

increased to 52.9 from 52.2, and the employment sub-index inched down to 48.0 from 48.1.  The 

non-manufacturing PMI fell to 50.3 in Apr from 52.4 in Mar, driven entirely by a decline in the 

services PMI which decreased to 50.3 from 52.4. According to the survey, the PMIs of transport 

service industries such as postal, railway, and road transport services were above 55 while the 

PMIs of real estate and financial services were weak in April. The construction PMI edged up in 

April to 56.3 from 56.2 in March. NBS also noted that the growth of the infrastructure-related 

construction sector accelerated in April.

In addition to the strong performance of GDP in the first quarter, China 

also saw improvements in fixed asset investment and manufacturing 

investment compared to the beginning of the year. The improvement in 

manufacturing investment can be attributed to the boost from previous 

export growth and improvement in industrial enterprise profits. During the 

Politburo meeting, the government called for more policy support for the 

delivery of pre-sold new homes, local government debt resolution, high-

tech manufacturing, green industries, and market reforms. The 

government also focused more on the implementation of planned easing 

measures. The five measures to boost the Stock Connect and the Ministry 

of Finance proposal to support the gradual increase in government bond 

trading to enhance liquidity have generated positive expectations among 

investors for the advancement of other key measures in the future. 



Sino-US relationship worsens than expectation. International geopolitics worsens than 

expectation; China's economy recovers less than expected.
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Outlook

Looking forward, we maintain our long-term positive view of the Chinese equity market. In 

addition to the strong performance of GDP in the first quarter, China also saw improvements in 

fixed asset investment and manufacturing investment compared to the beginning of the year. 

The improvement in manufacturing investment can be attributed to the boost from previous 

export growth and improvement in industrial enterprise profits. During the Politburo meeting, the 

government called for more policy support for the delivery of pre-sold new homes, local 

government debt resolution, high-tech manufacturing, green industries, and market reforms. The 

government also focused more on the implementation of planned easing measures. The five 

measures to boost the Stock Connect and the Ministry of Finance proposal to support the 

gradual increase in government bond trading to enhance liquidity have generated positive 

expectations among investors for the advancement of other key measures in the future. 

Additionally, there is significant attention on the optimization of aspects such as Hong Kong 

stock dividend taxes and real estate policies in first-tier cities. The optimization of Hong Kong's 

dividend tax and policies about the real estate market in first-tier cities have also garnered 

significant attention. The detailed rules for the car trade-in subsidy specify the funding sources, 

criteria, and scope, and it’s expected that this policy will stimulate the sale of 1-2 million domestic 

passenger vehicles. Marginally, expectations for overseas interest rate cuts have diminished, 

leading to an increase in the US dollar index and US bond yields, resulting in a slight tightening 

of external liquidity. However, as major developed stock markets were already at high levels 

while Chinese equity assets were at medium-to-long-term lows, some long-term overseas funds 

have chosen to increase their exposure to the Chinese stock market, providing significant 

support to the Hong Kong stock market's performance in late April.

In terms of portfolio positioning, we will continue to seek a balance between value and growth. 

We continue to focus on the long-term policy beneficiaries (e.g. software localization and 

advanced manufacturing) and economic recovery-related opportunities (e.g. consumer, Internet, 

and financials). We will prudently pay attention to some thematic opportunities, including AI and 

SOE re-rating.
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In April, global markets broke the overall relative calm of the first quarter. 

The consecutive higher-than-expected US inflation readings increased 

concerns about the Fed postponing rate cuts, particularly as commodities 

remained at relatively high levels due to the recovery in US and Chinese 

demand and decreased supply elasticity. This raised market 

apprehensions about the risk of second-round inflation. However, at the 

same time, we observed signs of a slowdown in certain US economic data 

(although more data is needed to confirm this). The Fed displayed a 

relatively dovish stance at the FOMC meeting in early May, explicitly 

announcing plans to slow down tapering, indicating the Fed's focus on 

nurturing the overall economy and financial conditions. Fiscal stimulus in 

the US for the 2024 fiscal year was also higher than expected by the 

market. 

The main themes in the market in April revolved around inflation and geopolitical conflicts. US 

inflation exceeded market expectations for the third consecutive month, leading to a market 

repricing that pushed the anticipated timing of the Federal Reserve's first rate cut to November. 

As a result, US Treasury yields surged across the board. Meanwhile, the fluctuating conflict 

between Israel and Iran drove up prices of commodities such as gold and copper. Against this 

backdrop, asset volatility increased significantly in April, with commodities outperforming bonds 

and stocks. Asset prices experienced mixed movements during the month.
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Data Source: unless otherwise specified, the data in this report extracted from Bloomberg and Wind, as of 30 April 2024. Data shown is for 

informational and reference purposes only, historical data does not represent future trend of development. 
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Triggered by reflation concerns, US Treasury yields experienced a rapid climb in early April, 

followed by high volatility. Throughout the month, the entire yield curve rose significantly by 40-

50 basis points. In the credit market, overall performance was relatively subdued compared to 

rates. Primary supply of investment-grade bonds saw some decline, and overall credit spreads 

fluctuated slightly wider at low levels. Certain emerging markets lagged behind due to currency 

depreciation, while commodities-themed bonds demonstrated stronger performance. In the 

Chinese USD bond market, credit spreads for investment-grade bonds further compressed, and 

the real estate sector experienced some upward movement driven by expectations of policy 

easing.
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Economic Data 

In the US, both the March CPI and PCE data exceeded market expectations, indicating 

significant challenges for tackling inflation in the US. The overall economic data in the US 

showed relative divergence. While first-quarter GDP was lower than market expectations, the 

underlying structure remained favorable. Retail and durable goods orders outperformed 

expectations, but the PMI and consumer confidence index unexpectedly fell well below 

expectations. In Europe, overall economic data stabilized, and the Bank of Japan intervened to 

support the yen. Both the market and central banks continue to focus on the future trends of 

inflation and employment.

Outlook

In April, global markets broke the overall relative calm of the first quarter. The consecutive 

higher-than-expected US inflation readings increased concerns about the Fed postponing rate 

cuts, particularly as commodities remained at relatively high levels due to the recovery in US and 

Chinese demand and decreased supply elasticity. This raised market apprehensions about the 

risk of second-round inflation. However, at the same time, we observed signs of a slowdown in 

certain US economic data (although more data is needed to confirm this). The Fed displayed a 

relatively dovish stance at the FOMC meeting in early May, explicitly announcing plans to slow 

down tapering, indicating the Fed's focus on nurturing the overall economy and financial 

conditions. Fiscal stimulus in the US for the 2024 fiscal year was also higher than expected by 

the market. Therefore, we maintain our basic judgment that the US can achieve a soft landing in 

this cycle. As for other countries, Japan and Europe are likely to continue relatively dovish 

policies but are still constrained by the decisions of the Fed, especially in the backdrop of a 

stronger US dollar. In emerging markets, if the Chinese real estate sector can recover under 

policy stimulus, it may potentially drive overall market performance. Despite some temporary 

yuan depreciation in mid-April, the likelihood of a widespread debt crisis is very low.

In terms of interest rates, after experiencing a rapid increase in April, rates have retraced slightly 

in early May. In the short term, they may continue to consolidate at current levels until the next 

direction is determined based on economic data. The steepening of the yield curve still remains a 

very likely outcome. In the credit market, spreads have not widened significantly during this 

round of rate increases, unlike in previous cycles. Instead, they have fluctuated at elevated 

valuation levels, reflecting the market's continued high expectations for Fed rate cuts and a soft 

landing of the economy. However, geopolitical conflicts and tightening financial conditions pose 

potential risks to the financial sector and small to medium-sized enterprises, increasing volatility 

in asset prices. In terms of duration, a preference for bonds with a duration of around 5 years is 

relatively favorable. In credit strategy, a barbell approach is recommended, while capturing 

overall trading opportunities from a macro perspective, and selecting different sectors, countries, 

and issuers based on fundamental analysis and relative valuation.
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Disclaimer: 

This material is for informational and reference purpose of the intended recipients only, and does not constitute solicitation of any 

transaction in any securities or collective investment schemes, nor does it constitute any investment advice. The content of this 

material about a fund (if any) is not applicable to persons who live in areas where the release of such content is restricted. No one 

shall regard this material as an offer or invitation to purchase or subscribe to fund shares, nor use the fund subscription agreement 

under any circumstances, unless the invitation and distribution are legal in the relevant jurisdictions. Non-Hong Kong investors are 

responsible for complying with all applicable laws and regulations in their relevant jurisdictions before reading the information 

contained in this material.

The information contained in this material only reflects current market conditions and the judgment of China Asset Management 

(Hong Kong) Company Limited (the "Company") on the date of compilation. It does not represent an accurate forecast of individual 

securities or market trends, and judgments are subject to change at any time without prior notice. When composing this material, the 

Company relied on and assumed the correctness and completeness of the information provided by the public media. The Company 

believes that the information contained in this material is reliable; however, the Company does not guarantee the completeness and 

accuracy of the material. The Company or its associated companies, directors and employees shall not be liable for any errors or 

omissions in the information provided in this material, and the Company shall not be responsible for any loss incurred by any person 

as a result of reliance on or use of such information.

Investment involves risks. Past performance does not represent future performance. The price of the fund and its return may go up 

or down and cannot be guaranteed. Investment value may also be affected by exchange rates. Investors may not be able to get 

back the original investment amounts.

This material has not been reviewed by the Hong Kong Securities and Futures Commission. Issuer: China Asset Management 

(Hong Kong) Company Limited. Without the consent of China Asset Management (Hong Kong) Company Limited, you may not copy, 

distribute or reproduce this material or any part of this material to anyone other than the intended recipient.

China Asset Management (Hong Kong) Limited

Phone: (852) 3406 8688

Fax: (852) 3406 8500

Product inquiry and client service

Email: hkservice@chinaamc.com

Phone: (852) 3406 8686

www.chinaamc.com.hk37/F, Bank of China Tower, 1 Garden Road, Hong Kong

Follow us: ChinaAMC (HK)
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