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The national holiday provided an insightful
window to assess the recovery of the service
sector in China. Data showed passenger traffic and
total tourism revenue declined about 30%
compared with the last national day holiday,
showing the recovery in the service sector is still
ongoing. On the other hand, traveler traffic
recovered to 80% of the last national day and car
traffic was almost flat, implying a stronger appetite
for short-range travels. The recovery in
consumption has been slower than our, and the
market’s, expectation, but the upward trend
continues. Recent data shows other parts of the
economy are running as expected, with the
economy likely to recover to its pre-pandemic level
by the end of 2020.

The market sentiment is likely to remain
upbeat in October, due to the pandemic remaining
under-control and the composition of China’s
fourteenth 5-year plan, which is a comprehensive
social and economic plan covering almost every
aspect of the economy. After the large-scale
movement of people during the national day
holiday, the outbreak is contained so far. If the
trend continues, China may be able to shrug off
the impact of the pandemic domestically even
before the vaccine. Additionally, the 5-year plan
will mean the flow of state investment in huge
amounts and markets will also chase the favored
sectors. Electric car supply chain and cloud
technology are among sectors with a high
probability to be in favour.
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Geopolitical risks surrounding China
continue to rise, especially along the Taiwan Strait.
China-India tension has eased going into October,
while the US continues to escalate the standoff
concerning the Taiwan Strait by directing warships
to sail through the water. Since the strait is of key
interest to China, the confrontation across it is the
issue most likely to provoke a war involving China,
and that risk has risen considerably. Though the
probability of an imminent military conflict
remains low, the headline news may influence
market sentiment in the coming months.
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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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