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Copper Price vs Chinese Housing Investment

The commodity rally continues to push
inflationary expectations higher. Consequently, US
treasury vyields are increasing, taking a toll on
China too. The most notable casualties are the
large cap Consumer Staples names, whose cash
flow is ample and growth rate is stable, which are
widely favoured by international investors. Other
affected sectors, which are already expensively
valued, include electric vehicle supply chain and
internet stocks, and to a lesser extent healthcare.
Though the recent tumble is a natural result of
the fairly valued
stocks will come under pressure as well, thus a low

overly optimistic valuations,
volatility portfolio is preferred in these conditions.
Sector wise, commercial banks are still benefitting
from the tailwind of gradually tightening monetary
policy and improving asset quality, and consumer
services names are likely to see a recovery and
better sentiment.
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The annual legislative session, scheduled
for March 5th, will be the theme of the market in
the coming fortnight, as this session will approve
the fiscal policy stance and economic goals for the
coming year. Fiscal policy is expected to remain
supportive, even though growth
likely to be exceptional. Monetary policy, on the
other hand, will likely remain neutral. Tightening
should
will likely increase due to rising commodity prices and

numbers are

resume in 21H2, as inflation expectations
the global recovery. A de-leveraging policy may
also be re-introduced to contain the mounting debt
level.

The recent commodity price surge, in
our view, is more driven by a shortage of supply
than booming demand, as housing investment in
China remains tepid. Additionally, experience from
the last decade shows that the pass-through from
commodity price broad-based
headline or core inflation is very limited. Given
this and the bond sell-off surrounding Chinese New
Year, we turn cautiously optimistic on Chinese
rates. China’s
equilibrium level, which provides an attractive
yield. The Credit market,
experiencing a structural

increases to

interest rate is also close to its
however, is
divergence. A large
variety of investors are chasing investment grade
credits such as central SOEs and LGFVs in developed
regions, while simultaneously disposing of high

yield credit assets viewed as unprofitable.
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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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