ol
-
-y China Post Global

China Bulletin:
Market View

Wealth Management Products Are Less Exposed to Non-standard Financing
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Economic data for July continues to
underscore a diminishing recovery, signaling China's
economic resilience is eroding. Termed the '"great
China's waning growth is predominantly

attributed to the declining housing market, evident

slowdown,

through contracting housing investment, diminishing
local government land revenue, and fragile confidence,
as outlined in our previous reports.

The housing sector’s trajectory is anticipated
to transition from a two-year freefall to a subdued
contraction, with robust household balance sheets,
controlled financial system exposure, and balanced
supply versus demand. Dwelling units per household is
estimated to be 1.05-1.09 as of end 2021 according to
various sources. Mortgage delinquency rates have
stabilized too, versus previous quarters. We expect
economic policy to focus on long-term objectives, of
safeguarding household financial positions and fostering
consumption-driven growth.

The People's Bank of China (PBoC) has taken
an unconventional step by reducing the benchmark 7-
day lending rate by 10bps and the 1-year rate by 15bps,
marking the first adjustment since the formal
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introduction of the 1-year policy rate. Meanwhile, the
much-awaited relaxation of housing policy in tier-1
cities, keenly anticipated by the domestic market,
remains absent. This indicates a strong government
policy preference for long-term goals, with the
imperative of a financially robust household sector.
This policy choice will likely trigger short-term
economic challenges, reduced confidence levels, local
government revenue contractions, and property
developer defaults. Such defaults and the resulting
distressed assets will likely be the strongest and most
persistent China’s
Nevertheless, the impact on the financial system is
expected to be limited, after years of regulatory
action.

headwind  to economy.

Despite numerous property developer failures
over the past two years, China's financial sector
remains resilient. Undoubtedly, the housing downturn
will lead to write-downs and short-term sentiment
dips, as shown by the recent equity market sell-off
following news of payment defaults from a prominent
shadow banking institution. However, over the last
five years,
harmonized rules across various licensed asset
management institutions, facilitated the acquisition of
struggling commercial banks, introduced the "three
red lines" to curtail developer borrowing, and reduced
non-standard financing, effectively untangling the
once-complicated web of the shadow banking system.

China's financial regulators have

Accordingly, while the housing slump may well entail
some losses, the overall systemic risk is assessed as
low.
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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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