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The tight balance in the coal market remains.
Although thermal power producers finally get a break,
after their profits were initially squeezed by rising coal
prices and frozen electricity rates. More flexibility has
been introduced into the determination of electricity
prices, and some administrative measures have been
issued to state-owned coal producers aiming at curbing
the continuous rise in price. Based on current status, it
is very likely that this winter will be a very cold one and
the demand for energy is expected to continue to
grow. This may well translate into higher oil prices and
thus prolonged elevated producer prices.

Financial regulators are responding to
market concern that the normal financing demand of
the real estate sector should be met, and the risks
embedded in the housing market should be
controllable. The move comes amid the mounting
pressure on property developers. Given the already
heavy household debt burden and high urbanization
rate, house sales are unlikely to bounce back like 5
years ago, and house prices have dropped for the first
time since 2015 in the major cities across China.
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Yet considering the relatively high down-payment
ratio in China and local governments' swift action to
contain the contagion, the shock to the financial
market and financial system should be limited.
Investors ought to remain cautious about property
developers, but need not to worry too much about
systemic risk.

China’s equity market remains tepid and has
seen a changing style in the last fortnight again. New
energy names and semiconductor manufacturers are
outperforming. Car makers are advancing aggressively
upon quite impressive sales data and the expectation
of continuously ongoing substitution of petrol vehicles
for electric vehicles. Banks are delivering decent
returns after regulators' assurances about the housing
market. Cyclical names are generally retreating after
the government stepped in to expand the production
of coal and to lift electricity prices.

Rates are trading sideways while the credit
market remains resilient, after the Ministry of Finance
announced that the issuance of government bonds,
including local government bonds, will meet the
approved volume by the National People’s Congress
at the beginning of the year. The message, combined
with expected marginal easing of the housing market
credit condition, is driving rates higher. The current
level is relatively attractive although the adjustment
may not be finished yet.
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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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