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China A shares have traded sideways over
the last two weeks, balancing between tighter
monetary policy and improving fundamentals.
Economic data points to a continuous recovery
and retail sales registered positive growth for the
first time since the pandemic. The STAR 50 and
electric car related names delivered decent
returns, resulting in their already expensive
valuations becoming even more stretched.
Investment banks outperformed the market and
our expectations, fueled by the news of a merger
between two medium sized houses and re-
emerging  market expectation of more
consolidations to come. Yet we remain cautious on
investment banks, as their valuations remain
expensive and the decreasing trading volume of A
shares will have a negative impact on profit
growth, despite the economic policy tailwind. We
will continue to recommend a lower volatility
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portfolio for A shares, consisting of blue chips with
fair valuations.

External uncertainty facing China is rising
again, most significantly across the Taiwan strait. Not
being an expert on geopolitics, we still view
geopolitical risk across the strait as the most
challenging problem surrounding China. Thus
increasing interaction between Washington and
Taipei imposes some risk. Yet before the US
presidential election or the inauguration of the new
president, both sides across the strait are unlikely to
break the already delicate status quo. On the other
hand, while the US and China continue to wrangle
over TikTok and WeChat, the standoff between India
and China is de-escalating after both parties agreed
to stop sending troops to the disputed borders.
Geopolitical risk involving China is dominated by the
US-China tensions, which are expected to wane in
the coming weeks as the focus of Washington may
shift to the nominee for Supreme Court Judge.

CNY started to appreciate from June after
PBoC's normalization and is approaching its higher
bound of the last 12 months. The balance of
payments of China remains healthy with the current
account surplus staying around 1% of GDP and
capital flight still absent under pressure from the US.
In recent years, the movement of CNY has often
tracked onshore monetary policy closely, so the
expected stable policy stance implies a period of
stable CNY in the coming months.
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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.

@ 2" Floor | 75 King William Street
London EC4N 7BE

( +44 2036175260

& marketaccess@chinapostglobal.co.uk e
GE-F China Post Global ‘ ) ) Market Access

@ www.chinapostglobal.com =r Exchange Traded Funds



	Blank Page



