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The A share sentiment has improved in last
fortnight, moving close to its 1-year high right before
Chinese New Year, and volatility is retreating as well.
Yet the performance of the indices disguises the
disparity among sectors, where new energy suppliers
are rising along with the old, namely coal miners.
Investment banks have advanced impressively as well,
promoted by better market sentiment and the set-up
of Beijing Securities Exchange, the third exchange after
Shanghai and Shenzhen. This sector will continue to
enjoy policy tailwind and the expansion of the direct
financing market in China. Construction corporations
are seeing decent returns too, due to a more optimistic
outlook for fiscal spending on infrastructure
investment. Commercial banks also beat the market
and their valuations are recovering to some extent,
which in our view still has a long way to go, yet the
pace is difficult to predict.

An important recent development in China’s
equity market is the very swift shift of market theme,
especially under the mask of a rising market. As for this
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week, the rotation between wind power generation
supply chain and solar power generation supply chain,
as well as coal miners and steel makers, is quite
drastic and short-lived. From our perspective, the
phenomenon is due to the collapse of old norms in
the last 2 years, whereby after Chinese New Year
some of the market favorites suddenly become
unpopular, and the new favorites are not yet widely
recognized. It makes navigating the Chinese market
more difficult, and investors must dive into the
onshore market in detail to find true value.

China’s bond market has had another
uneventful month, with rates trading within a very
narrow range and credit spreads remaining at historic
lows. The market is pricing a less impressive growth
figure and a slightly friendlier policy combination for
21Q4, yet with rates and credit spreads close to
historical lows, the room for further compression
seems very limited. We still suggest investors stay
away from the onshore bond market for the time
being, and keep watching China’s equity market.
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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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