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The rapid depreciation of CNY against USD and
the sudden rise of volatility in overseas markets caught
domestic Chinese investors off guard. Triggering
reduced risk sentiment, and selloffs in both equity and
bond markets. The depreciation expectation, measured
by the price difference of gold spot traded in SHFE and
COMEX, suggests the depreciation is mainly driven by
external shock, instead of domestic outflows. Although
the increasingly apparent divergence of monetary
policy in China and the US implies a weaker CNY against
USD, broad-based depreciation of CNY against a basket
of currencies remains very unlikely. The turmoil in
overseas markets may cause some outflows from
China’s capital markets and short-lived selling pressure,
however the ongoing recovery and

monetary policy

outperformance of China’s equity market versus global

expected
accommodative point to
peers.

The latest housing market policy, granting
home sellers income tax relief and allowing certain
cities to lower interest rates, shows policy makers’
determination and support.
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Home sellers who buy another home within a year
are eligible to be refunded their income tax on
profits from the sale, which could be considerable
given the tax is 20% price incremental, and housing
prices have almost quintupled in the last 20 years.
Cities seeing a year-on-year and quarter-on-quarter
decline in housing prices in 22Q2 can adjust interest
rates on a family’s first residential mortgage loan till
the end of 2022. The conditions are quite strict and
reaffirm that housing prices
constraint on any potential easing of housing policy.
Positive policy should accelerate the turning point of
the housing sector, yet it is still very difficult to
predict how long it will take to restore market

are the primary

confidence. Best case the housing market could get
through the current crisis as early as 23Q1, boosting
China’s growth outlook for next year. To reiterate, a
non-bleeding housing market that doesn’t drag
down economic growth is the best scenario we can
expect.

Latest PMI shows that the recovery and
confidence remain fragile, especially among small
manufacturers. Detailed analysis shows early signs of
external demand weakening,
retreat slightly from last month and exporter
confidence has declined further. If the overseas
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turmoil continues, the drag from declining exports
may start to bite as early as 22Q4. Domestic
demand, especially fixed asset investment, may
improve once the drag from the real estate sector
wanes due to policy easing. The export downturn is
only cyclical in our view, and structural drag forces
may be about to reach their peak.
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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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