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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
Sales collapsed on counterparty risk
Inventory through roof —

A "
Prices falling / g\

g ‘\,rﬁ,.
Starts catching down " asnom
No quick fix and banking crisis looms
If China had same starts/household as o
US' Starts WOUld halve 1’6/&:“0%2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022
e MB forecast from sales W

. ".ﬁi‘;" =
www.macrobusiness.com.au | \wg_“
L |



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
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Monetary and fiscal policy pushing on a string

Lots of prudential easing at local and
macro level for property has done nothing

Problem is counterparty risk and
distribution not price of credit

Fiscal policy ill-targeted

Infrastructure inhibited by OMI and land
sales plunge

Exhibit 2: Land sales revenue contracted more sharply in April vs.
March, while revenue from property-related taxes also dropped
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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

Fed tightening is stress-testing the
US consumer

Goods volumes are returning to trer
on services handoff

But Fed need consumer demand to
Fall

Spillover will be China trade shock

China economic growth plunged as a result of the impact of Covid in Apr

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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Viewer question of the week:

Will China have an external crisis?

Drop your answers in the comments



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



More from Nucleus Wealth:

Content: Nucleuswealth.com/content

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

Social media:

Facebook.com/nucleuswealth
Linkedin.com/company/nucleuswealth

Instagram.com/nucleus_wealth

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

@H 3

Listen on

@ Listen on ° q
Google Podcasts @ Apple Podcasts @ SpOtIfy Twitter.com/nucleuswealth



https://www.facebook.com/NucleusWealth/
http://linkedin.com/company/nucleuswealth
http://instagram.com/nucleus_wealth
http://twitter.com/nucleuswealth

