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IS CHINA'S GREAT RECKONING
AT HAND?




Agenda: Is the great China reckoning upon us?

China’s property crash

Can China beat OMICRON?

Monetary and fiscal policy pushing on a string
The impossible trinity

The next shoe to drop

Yuan, yuan, yuan!

Implications for markets



China’s property crash

Deliberate policy about deleveraging  Ch prapertysiartsvollingans
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Can China beat OMICRON?

e Yes, butit won't reach growth targets and will lie

e Melbourne example

Exhibit 1: Daily new domestic cases decreased in recent days Exhibit 2: The number of mid-risk districts decreased in recent day
Number of districts Number of districts
Number of cases Number of cases
700 70
s S COVID-19 risk level
New domestic cases per day in China 600 id-ri - 60
25000 1 p Y | 25000 Mid-risk
— ~— High-risk (Right axis) . 50
20000 - | 20000
400 - 40
15000 15000
300 - 30
10000 - - 10000
200 - 20
5000 - I 5000 .4
May 17 total: 100 - 10
1148
— 62
0 T T - T . 0
Jan-21  Mar-21  May-21  Jul-21  Sep-21  Nov-21  Jan-22 Mar-22 May-22 0 -0
Jan-21 Apr-21 Jul-21 Oct-21 Jan-22 Apr-22
Source: NHC, CEIC Source: thepaper.cn, Sina, local government reports, Data compiled by Goldman Sachs Global

Investment Research



Monetary and fiscal policy pushing on a string

Lots of prudential easing at local and Exhibit 2: Land sales revenue contracted more sharply in April vs.
macro level for property has done nothing March, while revenue from property-related taxes also dropped
Problem is counterparty risk and S0y e yoy
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China’s impossible trinity stressed

A central bank can only control two

China registered major bond outflows YTD
of three macro levers in currency 35 -

value, capital flows and interest rates 25 |
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The next shoe to drop

China economic growth plunged as a result of the impact of Covid in Apr
Fed ti g h teni ngis stress-testi ng th S Monthly economic indicators, seasonally adjusted levels
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All about the yuan

Capital outflow triggering CNY falls

Impossible trinity is Catch 22. Ease
and outflow accelerates. Don't and
growth falls and outflow accelerates

Russia sanctions is structural
dimension vis Taiwan

Is external crisis possible?

...but CNY is still expensive
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Agenda: Implications for markets

Where CNY goes AUD follows

Markets hate falling CNY. Lifts geopolitical risk. Squashes EM competitiveness. Hurts commodities.
Very deflationary

No respite until Fed is finished and given that includes trade shock any Chinese recovery delayed
further

2015 and 2018 on steroids
Risk of global hard landing intensifying

Sell commodities, buy bonds
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What is Direct Indexing?

ETFs 2.0 — direct indexing is the next generation of exchange traded funds for Australia.

But rather than simply buying a market index, with direct indexing you get to customise the index. Whether this means tracting sto
ethical reasons, adding more technology, or excluding sectors when you own the stocks directly — the power is in your hands.

Feedback

Why Choose Direct Indexing?

55 ©

Customisable Transparent Effective
Our system allows you to customise your Profiles on each company you own.

You get the benefits and tax advantages of
investment to suit your preferences.

Perlled clashBasreshanita how ot direct share ownership. While keeping a
2 s professionally managed investment
portfolio is positioned.
To do this, we offer you around 50 different solution.
portfolio and ethical tailoring options. Daily performance reporting.

Investment fees start at 0.11%,
administration fees reduce the more you

invest.




Viewer question of the week:

Is it a buying opportunity or are we too conservative?

Drop your answers in the comments



More from Nucleus Wealth:

Content: Nucleuswealth.com/content

Have a guest or topic suggestion for the
show?
Leave a comment on YouTube

Social media:
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Instagram.com/nucleus_wealth

Find us on all major (and minor) podcast platforms:
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