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Various China Equity Indices Close to Lowest Valuation
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The People's Bank of China (PBoC) is taking a
strategic step in shoring up the economy by injecting 350
billion CNY into its Pledged Supplementary Lending (PSL)
program. This move is seen as a means to provide
favourable funding conditions to policy banks, aiming to
spur urban revitalisation and affordable housing
construction. In our view, this is an attempt to
counteract the headwinds created by the housing
downturn and to enhance social welfare. Rather than a
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knee-jerk reaction to the housing slump, this effort
seems to be part of a broader plan to redirect housing
demand towards public supply.However, while the
housing market's drag is gradually receding and
household consumption is showing modest growth,
overseas demand for Chinese exports is experiencing
cyclical slowdown. As a result, it appears that 2024 may
not witness a significant acceleration in Chinese growth,
instead it is likely to hover just above the 4% mark,
excluding base effects.

In the equity market, a pervasive sense of
pessimism prevails, exemplified by the equity risk
premium hitting new highs.This phenomenon is striking,
considering that listed companies are reporting robust
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revenue and profit growth. It seems that market
participants are fervently seeking certainty and are
somewhat neglecting fundamental developments.
This lack of confidence can, in part, be attributed to
unfamiliarity with structural adjustments and an
unfounded belief in the persistence of current
challenges. This pessimistic sentiment is causing
market participants to swiftly factor in negative signals
and overemphasise long-term constraints, including
China’s ageing population. However, the subdued
growth we're witnessing largely represents the cost of
reducing reliance on the housing sector and is likely to
be transient, although prolonged by the prevailing
gloomy sentiment.

As December data rolls in, the consumer price
index and export growth are surpassing expectations,
while producer prices are falling short, casting a
spotlight on the PBoC's upcoming interest rate
decisions. Concerns about deflation are resurfacing in
the onshore market, with particular attention to rental
prices. Lower-skilled workers, benefiting from
improved supply-demand dynamics and anticipating
decent wage growth, are keeping service inflation
afloat, even though their influence in the basket is
limited. Monitoring rental prices for both residential
and commercial properties, which closely track wage
income and business confidence, will be crucial,
especially given the inadequacy of China's official data
in capturing this facet of the economy.
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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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