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China Bulletin:
Market View

China Nominal Growth Considerably Higher than Funding Cost
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Major cities in China are witnessing strong
business confidence after Covid containment policy
relaxation. Additionally, the Ilatest data points to
resilient growth momentum despite a nationwide Covid
outbreak, surprisingly beating expectations on a broad
basis. GDP and industrial production both show decent
growth, and the surveyed jobless rate has declined to
the policy target. Simultaneously, long-term corporate
loans are growing strongly, in response to various
measures to boost lending to manufacturers and
relatively upbeat fixed asset investment growth.

On the other hand, the household sector is still
reluctant to consume, or take loans to purchase homes,
reflected in sluggish retail and home sales. With the
Covid reopen and more favorable housing policy,
improving household income and expectation is likely to
feed into accelerated growth of house sales and
consumption spending. These are vital to the recovery
in the coming quarters and can be traced through the
trend exhibited during the upcoming Chinese New Year
holiday.

The rally of China’s equity market in January is a
natural rebound following the liquidity shock late last
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year, though the bond market is yet to fully recover.
Despite valuations recovering to some extent from
extremely low levels, Chinese equity remains
attractive, with growth momentum having bottomed
out and the economy returning to normal. Growth
names are still worth watching, while realized
growth should be the focus. Value style may benefit
from the rise of risk sentiment and outperform the
market temporarily. The Bond market, less appealing
to domestic and global investors, may see higher
volatility, higher rates, and higher credit spreads
after the reopening. Coupled with the ongoing
banks’

management products to market valued asset

structural  transformation  of wealth
management products, the bond market’s increasing
vulnerability to liquidity shocks may persist in 2023,
particularly affecting lower-rated bonds.

The PBoC has maintained the policy rate in
January open market operations, and the loan prime
rate remains unchanged too. As the PBoC has dialled
back liquidity support gradually and persistently
since September 2022, the funding rate in the
interbank market has been steered higher towards
the policy rate from the extremely low levels seen in
August. Monetary policy, still accommodative, aims
to lower the spread between the loan and
benchmark rate, to lessen the debt burden of
households and non-financial corporates. Inflation is
certainly an important component in monetary
policy, but until now it hasn’t posed any concrete
risk. We will keep a close eye on price movement, as
from our perspective it should be considered the

most significant risk to the outlook for 2023.
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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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