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  China Green Shoots on Policy Pivots 

 In just a short amount of time following the 20th Party Congress, we have seen multiple green shoots in 

the Chinese market. Among them, the most important ones are the pivot on China’s zero-COVID policy 

and more concerted property rescue measures. We are also seeing signs of more regulatory easing for 

big tech, such as fintech initial public offerings and gaming license approvals, as well as some de-

escalation of geopolitical tensions following the recent G20 meeting. Contrary to the market’s gloomy 

view, we think this shows that the government is focusing on economic recovery.  

Key Takeaways: 

▪ New measures to relax COVID control guidelines reflect a policy pivot toward prioritization of 
growth and signal the beginning of the end of the zero-COVID policy. This shift is critical to 
China’s recovery, given that the services sector accounts for over half of the country’s GDP. 

▪ The property sector has also seen a slew of new measures, ultimately lowering the chance of 
potential defaults and systematic risks to overall financial markets. 

▪ With the shift in tone following the 20th Party Congress, we are now more optimistic about 
China’s market recovery as the new measures should support earnings recovery in 2023 and 
2024. 

 

Property Policy Pivot Offers Relief to Embattled Sector 

After the Party Congress, we are seeing signs of coherent policy support in the property sector. For 

example, in November, the People’s Bank of China (PBOC) and the China Banking and Insurance 

Regulatory Commission (CBIRC) announced 16 measures to support the property market. These 

include 1) providing financing support to property developers with liquidity problems to ensure housing 

delivery to homebuyers, with the goal of defusing risky projects, and 2) extending the grace period for 

banks to fulfil property and mortgage cap requirements. Additionally, relaxed escrow account 

management also allows developers to withdraw up to 30% of the project construction cost with a letter 

of guarantee by commercial banks.1 

According to estimates by Jefferies, recent policies and guidance, together with the package, will inject 

1.3tn RMB of credit into the property sector.2 This will significantly ease private developers’ liquidity and 

cover their public bond and trust products to be matured by the end of 2023 (1tn RMB). 

Private developers may still face insolvency risk as property prices are capped by the sentiment that 

“property is for living, not for speculation,” while the recovery of housing sales is still dependent on the 

economic outlook, which is affected by the progress of China’s zero-COVID pivot. However, the recent 

policy measures can effectively ease developers’ overall liquidity risk and buy time for the property 

market to stabilize. We believe this will lower the chance of potential defaults and mitigate systematic 

risk for the broader financial market.  

Zero-COVID Policy Pivot Likely to Brighten Macro Picture 

China’s services sector accounted for more than half of the country’s GDP in 2021 and nearly 50% of 

China’s total employment in 2019.3,4 However, as the zero-COVID policy significantly restricted services 
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industries, the impact on employment and consumer confidence has negatively fed into consumption 

and other economic activities, causing a vicious downward spiral. 

 

 

However, we are now seeing clear and coherent signals that China will begin its pivot away from the 

zero-COVID policy. Specifically, China’s National Health Commission (NHS) delivered 20 new measures 

in November to optimize Covid control guidelines, including 1) cutting quarantine requirements for close 

contacts and inbound travel restrictions, and fine-tuning the administration of mass testing; 2) requiring 

more targeted mobility restrictions; 3) drawing up plans to accelerate vaccination, particularly for the 

elderly; and 4) ramping up Covid-specific medical capacities with a tiered medical response system for 

Omicron cases.5 

https://www.globalxetfs.com/
https://www.globalxetfs.com/about/
https://www.globalxetfs.com/news/
https://www.globalxetfs.com/research/
https://www.globalxetfs.com/contact/
https://www.globalxetfs.com/privacy/
https://www.globalxetfs.com/


 

  
 

 

 

     

  

OUR ETFs ABOUT NEWS 
3 

RESEARCH CONTACT PRIVACY POLICY 

 

 

 
Investing involves risk, including the possible loss of principal. International investments may involve risk of capital loss from unfavorable 

fluctuation in currency values, from differences in generally accepted accounting principles, or from economic or political instability in other 

nations. Emerging markets involve heightened risks related to the same factors as well as increased volatility and lower trading volume. 

Securities focusing on a single country and narrowly focused investments may be subject to higher volatility. The Global X China Sector Funds 

are non-diversified. 

Shares of ETFs are bought and sold at market price (not NAV) and are not individually redeemed from the Fund. Brokerage commissions will 

reduce returns. Forward looking characteristics are not a forecast of the funds’ future performance. Beginning October 15, 2020, market price 

returns are based on the official closing price of an ETF share or, if the official closing price isn’t available, the midpoint between the national 

best bid and national best offer (“NBBO”) as of the time the ETF calculates current NAV per share. Prior to October 15, 2020, market price 

returns were based on the midpoint between the Bid and Ask price. NAVs are calculated using prices as of 4:00 PM Eastern Time. The returns 

shown do not represent the returns you would receive if you traded shares at other times. Indices are unmanaged and do not include the effect 

of fees, expenses or sales charges. One cannot invest directly in an index. 

Forward looking characteristics are not a forecast of the funds’ future performance. 

Carefully consider the funds’ investment objectives, risks, and charges and expenses. This and other information can be found in the 

funds’ full or summary prospectuses, which may be obtained at globalxetfs.com. Please read the prospectus carefully before 

investing. 

We believe these measures reflect a policy pivot toward prioritization of growth. Rather than a sudden 

and total abandonment of the zero-COVID policy, this pivot is more like the construction of an exit ramp. 

COVID policy now focuses more on flattening the curve and boosting medical capabilities to minimize 

further economic disruption, which would pave the way for an eventual reopening. Though the path to 

reopening could be bumpy, with uneven changes across regions and strain on the healthcare system, 

we see this as the beginning of the end of zero-COVID. 

With the latest mutations of the Omicron variant appearing milder and less severe than earlier COVID 

variants, we believe China is poised for reopening. Moreover, China’s domestically developed vaccines 

appear to be just as effective in reducing the severity of symptoms if a booster dose has been 

administered, meaning the population is probably more protected than most initially perceived. These 

factors will likely give policymakers the confidence to continue down the path of reopening, despite any 

short-term bumps that could be expected along the way. 

Conclusion 

Property sector woes and the zero-COVID policy are two of the main headwinds blowing on China’s 

economy. Both of these areas are now benefitting from policy pivots, which  could potentially support 

earnings recovery in 2023 and 2024. Along with potential regulatory easing on big tech and the de-

escalation of geopolitical tensions, we believe these will provide a strong foundation for China’s market 

recovery. 
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