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The spread of the highly infectious omicron
variant is hitting China’s economy on the largest scale
since the initial outbreak in 2020, as Shanghai is locked
down after reporting an unprecedented number of
cases. Judging from the current available information,
the impact may last into May, instead of being confined
within 22Q1 per our previous forecast. This adds to the
headwinds against China’s growth target for 2022 and
underlines the necessity for fiscal policy to step up
support for the Such support
traditionally in the form of spending on infrastructure

economy. was
investment but is now diversified across several fields
such as affordable housing construction, renewable
energy capacity & grid investment, and building data
centers in addition to infrastructure investment,
making tracking the process more difficult than before.
Therefore, it is prudent to monitor this on an ongoing
basis and we will continue to provide updates.

The latest economic
data offers little comfort despite January-February

growth data beating market expectations.
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The fact that, historically, manufacturing fixed asset
investment in the first two months of a given year
only makes up about 5% of that year’s total, weakens
the recovery signal. Especially when the most recent
service sector PMI registers the second lowest reading
in decades. The housing market continues to slide
amid a wave of policy loosening, though policy makers
have still refrained from loosening their grip on core
cities until now, and some measures deemed too
aggressive have been revoked shortly after being
announced. We reiterate our opinion that the heavy
debt burden and sluggish income growth facing the
household sector are the most worrisome problems,
and the common prosperity policy may be the most
suitable solution.

Coming out of the liquidity crunch in mid-
March, equity market sentiment is still fragile, while
bond markets are more positive. The equity market is
still seeing elevated volatility in recent weeks, leading
to the low volatility strategy’s considerable
outperformance. Based on the still sluggish growth
momentum and accommodative policy, we expect
low volatility to outperform until end Q2, when
growth momentum may pick up meaningfully. Bond
markets, on the other hand, are less attractive since
current levels have largely priced in the growth
outlook and accommodative monetary expectations.
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This document is issued by China Post Global (UK) Limited ("China Post Global") acting through its offices at 75 King William Street,
London EC4N 7BE and for the purposes of Directive 2014/65/EU has not been prepared in accordance with the legal and regulatory
requirements to promote the independence of research. This document has been prepared for information purposes only. It
shall not be construed as, and does not form part of an offer, nor invitation to offer, nor a solicitation or recommendation to enter
into any transaction or an offer to sell or a solicitation to buy any security or other financial instrument. No representation,
warranty or assurance of any kind, express or implied, is made as to the accuracy or completeness of the information contained
herein and China Post Global and each of its affiliates disclaim all liability for any use you or any other party may make of the
contents of this document. The contents of this document are subject to change without notice and China Post Global does not
accept any obligation to any recipient to update or correct any such information. China Post Global (UK) Limited is authorised and
regulated by the Financial Conduct Authority. This document is not for distribution in the U.S. or to U.S. persons. This document is
directed at Institutional Investors only. This communication is exclusively directed and available to Institutional Investors as
defined by the 2014/65/EU Directive on markets in financial instruments acting for their own account and categorised as eligible
counterparties or professional clients. This communication is not directed at retail clients. It should not be distributed to or be
relied on by retail clients in any circumstances. For the UK, institutional investors (“Institutional Investors”) are Professional
Clients as defined by the FCA. Calls may be recorded. This document is confidential and not to be communicated to any third
party or copied in whole or in part, without the prior written consent of China Post Global. This communication contains the
views, opinions and recommendations of China Post Global. This material is based on current public information that we consider
reliable, but we do not represent it as accurate or complete, and it should not be relied on as such. The information, opinions,
estimates and forecasts contained herein are as of the date hereof and are subject to change without prior notification. There
can be no assurance that future results or events will be consistent with any opinions, forecasts or estimates contained in this
document. Past performance should not be taken as an indication or guarantee of future performance, and no
representation or warranty, express or implied is made regarding future performance.
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