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China Bulletin:
Market View

Financial markets experienced a volatile
week, motivated by signals of a strong recovery,
but also by a resurgence of Covid-19 cases in the
US. Overall, volatility is expected to remain high
and may go even higher, amid tremendous
uncertainty arising from the pandemic, the US
presidential election and probable re-escalation of
the US-China standoff. Yet China’s equity and
bond markets both currently deliver an attractive
risk-adjusted return, with CNY depreciation being
the most notable risk. The depreciation pressure,
stemming from the imbalance between a stable
recovery of the domestic market and sluggish
levels of external demand, will be limited given
the recent relatively high levels of depreciation
and cautious monetary policy.

Economic Policy

China's policy makers remain vigilant, as
the Finance Ministry warns local authorities
about the debt problem following stimulus and
PBoC withdraws its support for an extremely
cheap funding market. The expectation of a
massive stimulus through the housing sector is
waning. Policy is set to remain focused on the
long-term goal of cultivating a mature domestic
market and will likely shrug off any short-term
pressures.
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Economic Data

Data released on June 10th confirmed
receding inflationary pressure and a recovery in
financing demand, allowing more flexibility to PBoC.
The central bank is now in "wait and see" mode, with
an aim of saving some tools of economic stimulus to
help cope with higher uncertainty in 20H2.

Equity Market

Consensus is lacking and headline news
dominates equity market sentiment. It is safer to
hold stable names with fair pricing, like utilities, and
names benefitting from capital market reforms, like
non-bank financial firms. If China’s equity market
retreats further, it will be a good opportunity to
increase exposure.
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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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