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Property developers and commercial banks performance vs the market

delivered a decent rally. Though it should be noted
that this reaction is merely a reversal of overly
pessimistic expectations for fiscal policy, rather than
the rise in expectation of a more active fiscal
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Property Developers

China’s A share market rebounded mildly
after the shock of harsh regulation imposed upon
China’s private tutoring sector. Hard technology
companies with solid fundamentals and tailwinds are
pursued, most notably new energy names, yet the
semiconductor manufacturing supply chain generally
retreated. Carbon neutrality policy may be the trigger,
but after years of development, solar technology is
now able to generate power at a similar cost to
traditional fossil fuels. The healthcare sector remains
sluggish, as the expansion of centralized procurement
may erode the profit of pharmaceutical firms. The
market has been pricing in a lower issuance of
government bonds than the target set at the beginning
of the vyear, and with it a lower expectation for
infrastructure spending. However, following the
politburo meeting at the end of July, policy makers
indicated that the target should still be met by the
beginning of next year. This positive policy gesture
reignited expectations of increased spending on
infrastructure  construction and related names

Commercial Banks

expansion.

Another notable issue is the
marginal loosening of policy towards property
developers. In recent years, various policies have
tried to suppress the rise of housing prices while
leaving land prices unregulated, which s
understandable given local government is the
only seller in the land market. Frozen housing
prices and unregulated land prices has driven
overstretched developers into a very difficult
position. This situation is among the main reasons for
the under-performance of banks and property
developers since 2020. Several nationwide developers
defaulted in recent months and more are on the brink
of bankruptcy. To avoid possible further risk, policies
to contain land prices have been deployed recently,
with the real estate and banking sectors as
major beneficiaries.

China rates are trading higher after the strong
rally following the required reserve ratio cut, and
market  participants  are  watching  heavily
indebted property developers for any sign of
contagion. It is probably the darkest time before the
dawn, as the fall of several nationwide developers
is forcing policy makers to reconsider their policy
set, as mentioned above. We remain neutral to the
China bond market as a result.
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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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