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Taxfigures show households' financial resilience is improving
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Recent economic readings indicate that China’s
recovery is generally robust, although the slump in the
housing sector persists.
electricity consumption have seen compound annual
growth of about 4% compared with their 2021 level. The
urban unemployment rate is around its lowest level
since the pandemic. Real estate investment, however,
has declined by 24% in nominal terms, or 11.9%
annually, from its peak in 2021. Latest policy initiatives,
which include bolstering funding for some surviving
property payment
requirements in some tier-1 cities, are unlikely to
mitigate homebuyers’ concerns about the housing
market. This despite household earnings and spending
being resilient, as measured by the latest personal
income tax and consumption tax figures.
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result, official data about the household sector,
especially regarding employment and wages, is both
infrequent and inadequate. This shortfall, complicated
by the structural transition China is undergoing, is
masking the recovery and undermining the confidence
of the business sector and financial markets. Figures
from the tax authority show that household earnings
are stable, despite the difficulty faced in 2022, and
that consumption tax, targeting discretionary
consumption, is growing strongly. Our base scenario is
that growth momentum will bottom out in 23H2 and
the equity market will adjust its overly-pessimistic
earnings outlook in 24H1.

China’s central bank has reiterated its focus
on improving the transmission of monetary policy and
avoiding liquidity clogging in the interbank market.
Though it is distinct from tightening, the stance is
substantially less accommodative than several months
ago. We don’t subscribe to the onshore market’s
popular
exchange rates is driving the central bank to tighten
interbank market liquidity, as the two markets are
essentially segregated in China. The huge issuance of
additional government bonds, as well as banks’
adjustment to comply with the newly adopted capital
rules, is pushing the borrowing rate higher. With
growth momentum gaining strength and the central
bank’s less accommodative stance, the bond market is

explanation that the pressure on CNY

facing increasing pressure.
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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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