ol
-
-y China Post Global

China Bulletin:
Market View

Privateector Borrowing Shows Different Pattern (3, YoY)

The People's Bank of China (PBoC) maintains its
policy rate unchanged yet implements a notable 25 basis
point reduction in the 5-year loan prime rate, the most
significant adjustment since its inception. While some may
argue that previous cuts in the required reserve ratio and
deposit rates have incentivised banks to reduce loan rates,
this combined move signals policymakers' recognition both
of the need to lower borrowing costs to bolster growth and
of the limitations of conventional monetary tools. This
reduction appears geared towards reducing debt service
ratios, stimulating  household consumption, and
encouraging investment in manufacturing fixed assets,
rather than solely aiming to revive the struggling housing
market. This interpretation is supported by only marginal
relaxations in buying restrictions in core cities despite the
evident challenges faced by property developers in meeting
their financial obligations. The prevailing outlook for the
housing sector suggests continued deterioration, albeit
with a gradual reduction in its drag on overall growth.

The Chinese New Year holiday witnessed
unprecedented economic activity, with 632.7 billion yuan
spent on 474 million domestic trips, marking an 8% and
19% increase respectively compared to the same period in
2019. This surge in spending reflects a sustainable recovery,
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consistent with trends observed during the
previous National Day holiday five months prior.
The ongoing downturn in the housing market may
well  dampen business  confidence  and
employment recovery. But resilient personal
income and spending, along with robust
manufacturing investment and fiscal expansion by
the central government, are poised to mitigate the
impact of declining housing investment.

Social  financing data = surpasses
expectations, indicating resilience in certain
sectors. However, its significance is tempered by
the evolving structural landscape. Household
reluctance to borrow amidst a housing market
downturn and heightened uncertainty during the
structural transition has dampened borrowing
activity. Similarly, non-financial corporate debt
growth has decelerated due to reduced financing
demand - due to local debt swaps and dwindling
housing investment. Weaker financing demand
and subdued risk sentiment are likely to maintain
risk-free rates, term spreads, and credit spreads at
relatively low levels. Nevertheless, caution is
advised regarding China's interest rates and credit
markets, as their valuations appear stretched
compared to equity assets.
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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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