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China Bulletin:
Market View

China’s bond market is more resilient than its
equity market and also the bond markets of its global
peers, with 10-year CGB trading sideways within a
range of 15bps year to date. The resilience comes
from the precautionary policy normalization by PBoC
and China's leading position in the global cycle after
the pandemic. The global recovery will probably
unfold but its boost to China’s economy may be
limited. That is because the global supply chain is
. expected to recover and potentially weaken China's

Jan-06 Jarr11 Jan-16 Jan21 export sector and, consequently, its economic
—— Change of CGB 10 (in bp) ——(DB10Y —— UsT 10 growth. The sustainability of elevated commodity
prices, which could translate into improved global
capital expenditure and increased broad-based

China Govt Bonds - Diversification from US Treasuries
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China’s equity market has undergone a
correction after the Chinese New Year triggered by
the sharp rise of US treasury yields, and growth
names have been worst hit. The gap between the
valuation of the expensive and the cheap shares has
narrowed, yet the overall valuation of the market
remains above its historical average. The healthcare

inflation, remains the most significant uncertainty for
an optimistic view on Chinese rates.

The annual legislative session concluded
and approved policy targets for 2021. Policy makers
kept employment as one of the priorities for the next

5 years and downplayed the importance of a specific
sector, consumer staples and solar energy names

have retreated substantially from their previously
over-stretched valuations, although their pricing is still
above their fundamental level in our view.
Nonetheless, these names are still worth watching as
the healthcare and consumer staples sectors will grow
along with rising consumption expenditure by Chinese
households. And carbon-neutral government policies

number for growth. Economic policy avoided any
drastic change and any shock to the economy,
confirming that policy makers will not implement
similar stimulus to the economy as they did post the
global financial crisis in 2008. Protection of property
rights, especially intellectual property, was once
again emphasized, and the US-China trade disputes,

or their de-escalation, did not change China's course.
will drive an increase in the demand for solar energy

and electric vehicles. Commercial banks have
outperformed quite impressively lately. They are
benefitting from improved asset quality and increased
return on assets, due to accelerating growth
momentum and a tighter monetary policy stance.
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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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