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China’s equity market saw growth names
outperform in 21Q2 again, thanks to a tamed US
treasury vyield. Semiconductor manufacturers and
electric vehicle supply chain companies are the
outstanding performers. The healthcare sector remains
popular and is one of the top picks among institutional
investors. Cyclical names also managed to provide a
decent return. With the continuous improvement of
the US labour market, tapering the US stimulus
programme seems inevitable and so does the
normalization of Fed monetary policy. Growth names
will probably see pressure on their valuations and only
those who can deliver remarkable growth could
outperform. We recommend investors to remain
cautious, especially regarding names with a stretched
valuation and a less promising growth outlook.

China’s growth remains on its previous
trajectory, slowing down due to waning external
demand. The economic slowdown is expected and
China’s economy is in its best shape for a decade.
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Policy makers will be glad to embrace the slowdown
and any meaningful easing is highly unlikely. The
surveyed unemployment rate is at pre-pandemic
levels and manufacturing investment remains healthy,
enabling policy makers to curb local government
spending and the real estate sector.

China’s rate and credit market remains quiet.
The 10Y CGB rate is trading within a narrow range of
about 20bps year to date, and the range became
narrower in 21Q2. The most interesting development
will be the treatment of Local Government Financing
Vehicles (LGFVs) and their debt. The recent policy
initiative is to constrain the accessibility of financing
to LGFVs and to improve the plausibility of
infrastructure plans by local government. LGFV debt
remains one of the most significant sources of
uncertainty in China’s economy, and we will keep a
close eye on its development.
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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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