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The very sudden and radical easing of China’s
covid policy comes amid skyrocketing cases and
mounting pressure, spurring the rally in the equity
market and selloff in the bond market. The softening of
restrictions was announced in a very rapid manner
while preparation, based on our observations, is far
from ideal. Going forward, the expectation of an
effective reopening may keep equity market sentiment
strong in the short-term. However, concern may grow
and weigh on sentiment when the likely spike in Covid
cases due to relaxed restrictions starts to bite.
Depending on the pace and severity of the spike, the
equity market may undergo a period of consolidation. If
growth momentum recovers post-spike, equities should
have a good runin 2023.

The initial spike in infections may be inevitable,
yet its impact is highly uncertain. In the past three
years, stringent containment measures have given
almost the entire population of China effective
protection  against the
the wvulnerable. Consequently the
rate, especially among the elderly, is not as high as
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other economies during the transition period to
reopening. Additionally, the healthcare system in
China is more stretched than global peers with
a similar age distribution, even pre-pandemic.
This will make it more difficult to absorb the
initial spike, which may hit major cities as early as
mid-January, just before the Chinese New Year.

Growth momentum remains weak at
present, as overseas demand continues to slide while
domestic demand is yet to pick up. Exports fell 8.7%
in the year to November 2022, which is likely to
persist as overseas demand is declining. The services
sector, accounting for half of total employment, may
have to wait until the end of the initial spike to
recover meaningfully. The housing sector is seeing
more favorable policy after a relentless downturn,
and we would maintain our view that the housing
sector will stop falling from 23Q1.

The storm in the bond market has generally
died down, except for lower-rated credit issues. The
vicious cycle following the transformation of wealth
management products may still take a few weeks to
settle down, while government bonds and the
money market rate are highly unlikely to rise amid
still sluggish growth momentum. Yet with higher
rates we would maintain our cautious view in the
medium term, as growth momentum may
consolidate after the initial infection spike, and
inflation should rise after the country fully reopens.

Q 3 Floor | 75 King William Street London
EC4AN 7BE

\\ +44 203 617 5260
marketaccess@chinapostglobal.co.uk

www.chinapostglobal.com

F
Gij/; China Post Global (@) Market Access

Exchange Traded Funds



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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