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The surprising reduction of the 5-year loan
prime rate (LPR) by 15 bps, and the extraordinary
premier hosted national video conference on stabilizing
growth, came in response to the increasing concern
about the economic cost of sticking with the current
Covid containment policy. Focusing on the tier 1 cities,
one could easily conclude that the cost is too huge to
bear. Additionally, the disruption to logistics has
materially impacted industrial production in the last
two months, and consequently is dragging on exports.
However, we must remember that less than 10% of the
population lives in tier 1 cities, and the disruption to
logistics has been escalated to one of the top priorities
for the Ministry of Transportation. We are more
optimistic about growth in June. We reiterate our view
that once the outbreak is under control, the continued
disruption and lockdown will be removed soon after,
leading to a resumption of the economy’s normal
trajectory.
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The housing market is coming under the
spotlight again after the unprecedented 15 bp cut to
the 5-year LPR, and the reduced minimum mortgage
rate. The 5-year LPR is the benchmark rate for loans
longer than 5 years, including long-term corporate
loans and mortgages. The move is accommodative but
still marginal, and policy makers are drawing a line
about loosening the housing market’s grip. The recent
revoking of loosened policy in some tier 2 cities, and
the absence of the Ministry of Housing in the national
video conference, shows that high housing prices
remain unacceptable to policy makers. This is further
evidenced by the pressure of weak employment
growth, fragile business confidence and the looming
housing market collapse. Although, as long as the
household sector remains relatively healthy, an
economic downturn may only be temporary and
cyclical.

US-China relations are tested again after
President Biden’s statement about Taiwan, and China
will conduct an air patrol shortly. Unity and
sovereignty is the foremost concern for China, and the
latest speech by US Secretary of State Antony Blinken
downplayed the tension. Political headlines may cast
more significant influence on financial markets going
forward. But if growth momentum picks up, we will
remain positive on China’s equity market. In the
short-term we recommend a low volatility strategy
when investing in Chinese equity.
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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



