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The China A share market lagged Hong
Kong and other Asian markets after the US
presidential election delivered a preliminary result.
Electric vehicle supply chain was boosted by both
the 5-year plan of China and the policies of
expected president-elect Biden, stretching the
already expensive valuation to an even more
overvalued level. Tech names suffered from the
delayed
proposed anti-monopoly regulatory guidance, with

listing of Ant Group and the newly

names in online shopping and mobile payments
worst affected. It is clear that Chinese authorities
are moving to protect data privacy and curb the
financial risk introduced by innovations. It is still
recommended to maintain a portfolio of low
volatility, as policy makers look to curb risks after
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Commercial banks were in a good mood until
a credit event broke out which could potentially lead
to a credit crunch. The credit event, which was the
sudden default of a heavily indebted local SOE,
caught the market unexpected and has caused
concern that more such incidents may follow,
worsening the sentiment of the credit market. The
default risk in 2020 is less than the previous year, but
it is more contagious in the credit market. Mutual
funds are major players in China’s credit market, and
they may be forced to sell if there is a surge in fund
redemptions or haircuts on credit collateral are
raised. These changes in the credit market are still in
their early stages and so we cannot fully assess their
development, but PBoC has injected liquidity into the
market and we believe it will take further action if
necessary.

The external economic environment to China
is expected to be more supportive and so the equity
market may see solid growth in the coming year. The
tension and competition between China and the US
will persist, but should be more predictable and
within the existing international community practice,
greatly reducing the risk of external uncertainty.
Given the fact that a Covid-19 vaccine should be
ready in the coming months, global and China growth
momentum will be more supportive and favour the
old economy. The most noticeable risk is the ongoing
credit crunch

in China so we will follow its

development closely.
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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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