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China: More weakness to come?  
 

Summary 

• Chinese equity markets have corrected 7% from their July 13th peak culminating in a 4% drop on Friday 24 July.  

• US-China tensions have increased with both sides forcing the closure of a consulate in their respective countries.  

• Over the past two weeks, China’s state media outlets have started highlighting the risks of investing as they engage in a delicate 

balance of signalling the merits of stock market investing, as well as the perils of leveraged speculation. 

• Our net assessment: The outlook is for continued state support for equity markets, but not for untamed speculation. This is 

supportive of our view that Chinese equity markets, on-shore and off-shore, are likely to outperform within Asia ex-Japan. 

 

Background 

 The deterioration in relations reflects a combination of the long-

term increasing rivalry, as China’s rise threatens the US’s 

super-power status, as well as the upcoming US presidential 

election in November. Faced with deteriorating support at 

home, President Trump appears to be campaigning on ‘tough 

on China’ and ‘law and order’ mantras.  

 A part of China’s response has been to encourage home-grown 

technology companies faced with the threat of delisting in the 

US to pursue a dual-listing in Hong Kong/Shanghai. This policy 

has seen a number of high profile IPOs list on the Hong Kong 

exchange and culminated in China’s leading chip manufacturer 

dual list its shares in Shanghai on 16th July. Each listing has 

seen a large one day “pop” in share prices, with the chip 

company tripling in value from its IPO price.  

What does this mean for investors? 

 The approach of the US President election in November is 

likely to result in increased fluctuations in China, as well as 

global, stock markets. US Secretary of State Pompeo has been 

delivering very hawkish speeches denouncing China as an 

unstable partner. While the speeches have been roundly 

condemned, such speeches are likely to unnerve investors.  

 From China’s perspective, the fragility of the local and global 

economy, as well as financial and political threats from the US, 

means it has an interest in supporting its domestic asset 

markets, including real estate, equity and bond markets. For 

now, it appears to be favouring the stock market over others.  

 We suggest investors monitor margin financing more than 

valuations. Domestic equities are more speculative than global 

peers, with investors less focused on fundamentals. The 

government has an eye on signs of speculative excess, such 

as elevated margin financing. However, it also wants to 

encourage more IPOs. This means it is likely to warn investors 

to be careful rather than crack down on margin financing at this 

stage. As such, we believe China markets, offshore and 

onshore, are likely to make new highs in the months ahead.  

 China market corrects 7% from July 13th peak, but 

remains above key support levels  

CSI300 index and technical support levels 

 

Source: Bloomberg, Standard Chartered 

 

China margin financing: increasing, but not excessive  

China margin financing and CSI300 index 

 

Source: Bloomberg, Standard Chartered 
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intended for any person, who is a resident of any jurisdiction, the laws of which imposes prohibition on soliciting the securities business in that 

jurisdiction without going through the registration requirements and/or prohibit the use of any information contained in this document. Indonesia: This 

document is being distributed in Indonesia by Standard Chartered Bank, Indonesia branch, which is a financial institution licensed, registered and 

supervised by Otoritas Jasa Keuangan (Financial Service Authority). Jersey: The Jersey Branch of Standard Chartered Bank is regulated by the 

Jersey Financial Services Commission. Copies of the latest audited accounts of Standard Chartered Bank are available from its principal place of 

business in Jersey: PO Box 80, 15 Castle Street, St Helier, Jersey JE4 8PT. Standard Chartered Bank is incorporated in England with limited liability 

by Royal Charter in 1853 Reference Number ZC 18. The Principal Office of the Company is situated in England at 1 Basinghall Avenue, London, 

EC2V 5DD. Standard Chartered Bank is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and 

Prudential Regulation Authority. The Jersey Branch of Standard Chartered Bank is also an authorised financial services provider under license number 

44946 issued by the Financial Sector Conduct Authority of the Republic of South Africa. Jersey is not part of the United Kingdom and all business 

transacted with Standard Chartered Bank, Jersey Branch and other SC Group Entity outside of the United Kingdom, are not subject to some or any 

of the investor protection and compensation schemes available under United Kingdom law. Kenya: This document is being distributed in Kenya by, 

and is attributable to Standard Chartered Bank Kenya Limited. Investment Products and Services are distributed by Standard Chartered Investment 

Services Limited, a wholly owned subsidiary of Standard Chartered Bank Kenya Limited (Standard Chartered Bank/the Bank) that is licensed by the 

Capital Markets Authority as a Fund Manager. Standard Chartered Bank Kenya Limited is regulated by the Central Bank of Kenya. Malaysia: This 

document is being distributed in Malaysia by Standard Chartered Bank Malaysia Berhad. Recipients in Malaysia should contact Standard Chartered 

Bank Malaysia Berhad in relation to any matters arising from, or in connection with, this document. Nigeria: This document is being distributed in 

Nigeria by Standard Chartered Bank Nigeria Limited, a bank duly licensed and regulated by the Central Bank of Nigeria. Pakistan: This document is 

being distributed in Pakistan by, and attributable to Standard Chartered Bank (Pakistan) Limited having its registered office at PO Box 5556, I.I 

Chundrigar Road Karachi, which is a banking company registered with State Bank of Pakistan under Banking Companies Ordinance 1962 and is also 

having licensed issued by Securities & Exchange Commission of Pakistan for Security Advisors. Standard Chartered Bank (Pakistan) Limited acts as 

a distributor of mutual funds and referrer of other third party financial products. Singapore: This document is being distributed in Singapore by, and 

is attributable to, Standard Chartered Bank (Singapore) Limited (Registration No. 201224747C/ GST Group Registration No. MR-8500053-0, 

“SCBSL”). Recipients in Singapore should contact SCBSL in relation to any matters arising from, or in connection with, this document. SCBSL is an 

indirect wholly-owned subsidiary of Standard Chartered Bank and is licensed to conduct banking business in Singapore under the Singapore Banking 

Act, Chapter 19. Standard Chartered Private Bank is the private banking division of SCBSL. IN RELATION TO ANY SECURITY OR SECURITIES-

BASED DERIVATIVES CONTRACT REFERRED TO IN THIS DOCUMENT, THIS DOCUMENT, TOGETHER WITH THE ISSUER 

DOCUMENTATION, SHALL BE DEEMED AN INFORMATION MEMORANDUM (AS DEFINED IN SECTION 275 OF THE SECURITIES AND 

FUTURES ACT, CHAPTER 289 (“SFA”)). THIS DOCUMENT IS INTENDED FOR DISTRIBUTION TO ACCREDITED INVESTORS, AS DEFINED IN 

SECTION 4A(1)(a) OF THE SFA, OR ON THE BASIS THAT THE SECURITY OR SECURITIES-BASED DERIVATIVES CONTRACT MAY ONLY BE 

ACQUIRED AT A CONSIDERATION OF NOT LESS THAN S$200,000 (OR ITS EQUIVALENT IN A FOREIGN CURRENCY) FOR EACH 

TRANSACTION. Further, in relation to any security or securities-based derivatives contract, neither this document nor the Issuer Documentation has 

been registered as a prospectus with the Monetary Authority of Singapore under the SFA. Accordingly, this document and any other document or 

material in connection with the offer or sale, or invitation for subscription or purchase, of the product may not be circulated or distributed, nor may the 

product be offered or sold, or be made the subject of an invitation for subscription or purchase, whether directly or indirectly, to persons other than a 

relevant person pursuant to section 275(1) of the SFA, or any person pursuant to section 275(1A) of the SFA, and in accordance with the conditions 

specified in section 275 of the SFA, or pursuant to, and in accordance with the conditions of, any other applicable provision of the SFA. In relation to 

any collective investment schemes referred to in this document, this document is for general information purposes only and is not an offering document 

or prospectus (as defined in the SFA). This document is not, nor is it intended to be (i) an offer or solicitation of an offer to buy or sell any capital 

markets product; or (ii) an advertisement of an offer or intended offer of any capital markets product. Deposit Insurance Scheme: Singapore dollar 

deposits of non-bank depositors are insured by the Singapore Deposit Insurance Corporation, for up to S$75,000 in aggregate per depositor per 

Scheme member by law. Foreign currency deposits, dual currency investments, structured deposits and other investment products are not insured. 

Taiwan: Standard Chartered Bank (“SCB”) or Standard Chartered Bank (Taiwan) Limited (“SCB (Taiwan)”) may be involved in the financial 

instruments contained herein or other related financial instruments. The author of this document may have discussed the information contained herein 

with other employees or agents of SCB or SCB (Taiwan). The author and the above-mentioned employees of SCB or SCB (Taiwan) may have taken 

related actions in respect of the information involved (including communication with customers of SCB or SCB (Taiwan) as to the information contained 

herein). The opinions contained in this document may change, or differ from the opinions of employees of SCB or SCB (Taiwan). SCB and SCB 

(Taiwan) will not provide any notice of any changes to or differences between the above-mentioned opinions. This document may cover companies 

with which SCB or SCB (Taiwan) seeks to do business at times and issuers of financial instruments. Therefore, investors should understand that the 

information contained herein may serve as specific purposes as a result of conflict of interests of SCB or SCB (Taiwan). SCB, SCB (Taiwan), the 

employees (including those who have discussions with the author) or customers of SCB or SCB (Taiwan) may have an interest in the products, related 

financial instruments or related derivative financial products contained herein; invest in those products at various prices and on different market 

conditions; have different or conflicting interests in those products. The potential impacts include market makers’ related activities, such as dealing, 

investment, acting as agents, or performing financial or consulting services in relation to any of the products referred to in this document. UAE: DIFC 

- Standard Chartered Bank is incorporated in England with limited liability by Royal Charter 1853 Reference Number ZC18.The Principal Office of the 

Company is situated in England at 1 Basinghall Avenue, London, EC2V 5DD. Standard Chartered Bank is authorised by the Prudential Regulation 

Authority and regulated by the Financial Conduct Authority and Prudential Regulation Authority. Standard Chartered Bank, Dubai International 

Financial Centre having its offices at Dubai International Financial Centre, Building 1, Gate Precinct, P.O. Box 999, Dubai, UAE is a branch of Standard 

Chartered Bank and is regulated by the Dubai Financial Services Authority (“DFSA”). This document is intended for use only by Professional Clients 

and is not directed at Retail Clients as defined by the DFSA Rulebook. In the DIFC we are authorised to provide financial services only to clients who 

qualify as Professional Clients and Market Counterparties and not to Retail Clients. As a Professional Client you will not be given the higher retail 

client protection and compensation rights and if you use your right to be classified as a Retail Client we will be unable to provide financial services 

and products to you as we do not hold the required license to undertake such activities. For Islamic transactions, we are acting under the supervision 



Standard Chartered Bank 

market watch | 27 July 2020 
 

 

 

 4 

 

of our Shariah Supervisory Committee. Relevant information on our Shariah Supervisory Committee is currently available on the Standard Chartered 

Bank website in the Islamic banking section at: https://www.sc.com/en/banking/islamic-banking/islamic-banking-disclaimers/ UAE: For residents of 

the UAE – Standard Chartered Bank UAE does not provide financial analysis or consultation services in or into the UAE within the meaning of UAE 

Securities and Commodities Authority Decision No. 48/r of 2008 concerning financial consultation and financial analysis. Uganda: Our Investment 

products and services are distributed by Standard Chartered Bank Uganda Limited, which is licensed by the Capital Markets Authority as an 

investment adviser. United Kingdom: Standard Chartered Bank (trading as Standard Chartered Private Bank) is an authorised financial services 

provider (license number 45747) in terms of the South African Financial Advisory and Intermediary Services Act, 2002. Vietnam: This document is 

being distributed in Vietnam by, and is attributable to, Standard Chartered Bank (Vietnam) Limited which is mainly regulated by State Bank of Vietnam 

(SBV). Recipients in Vietnam should contact Standard Chartered Bank (Vietnam) Limited for any queries regarding any content of this document. 

Zambia: This document is distributed by Standard Chartered Bank Zambia Plc, a company incorporated in Zambia and registered as a commercial 

bank and licensed by the Bank of Zambia under the Banking and Financial Services Act Chapter 387 of the Laws of Zambia. 

https://www.sc.com/en/banking/islamic-banking/islamic-banking-disclaimers/

