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Pessimistic sentiment continues to loom over
the onshore market, with challenges arising from a
sluggish labour market, decelerating housing sector
recovery, and slowing export growth. The shift from
long-term to short-term concerns is adding to the
overall pessimism. However, a closer examination
reveals the potential of an expanding service sector to
counterbalance the housing sector's drag and create
employment opportunities for unemployed educated
young workers, instilling a sense of optimism for
businesses. While the path to recovery may be more
protracted than initially anticipated, gradual progress
remains the prevailing scenario.

Taking a deeper dive into the labor market, we
confront a formidable structural issue in China. The
Tertiary education enrollment rate, published by the
Ministry of Education and the World Bank, points to a
surge in college graduates seeking skills-based jobs (10
million every year vs 5-6 million a decade ago). Coupled
with modest economic growth (~5% vs 9% a decade
ago), this poses a significant challenge to
unemployment figures. However, the shrinking working-
age population is helping to mitigate the overall
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unemployment rate. Despite this, the restoration of
business confidence post-pandemic has been gradual,
further prolonging the recovery process. Nonetheless,
with favorable policies and a revival in household
consumption, the service sector is poised to expand,
offering a potential solution to alleviate youth
unemployment.

Although there have been discussions about
relaxing restrictions on the housing market, a
significant shift in policy tone appears unlikely.
Policymakers favour a measured approach to maintain
the financial health of households, as reduced
dependence on the housing sector may undermine
the effectiveness of traditional stimulus measures.
While we maintain our view that the housing market's
downturn will peak around mid-2023, a substantial
upturn is not yet within sight.

Amidst heightening geopolitical tensions, the
recent contraction in exports is primarily driven by
cyclical factors rather than structural forces. China's
competitive advantage, including factors such as low
inflation, an ample supply of skilled labour, and a
stable supply chain, positions its goods favorably in
the global market. Targeted protectionism is more
likely to reshape the global supply chain rather than
significantly undermine China's competitiveness.
Therefore, while geopolitical tensions may impact
market sentiment in the short term, their long-term
implications warrant less concern.
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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.

@ 2" Floor | 75 King William Street
London EC4N 7BE

( +44 2036175260

& marketaccess@chinapostglobal.co.uk e
GE-F China Post Global ‘ ) ) Market Access

@ www.chinapostglobal.com =r Exchange Traded Funds



	Blank Page



