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China’s year-end Central Work
Conference is providing a mixed tune and limited solace
for the delicate market. Policymakers acknowledge the
adverse impact of the ongoing structural transition and
pledge to rekindle confidence and reignite growth.
However, this support is proving less effective as the
economy shifts away from its heavy reliance on housing
Scheduled
government debt relief efforts aim to bolster fiscal
sustainability, implying an accommodative fiscal policy
that may be less active than the deficit numbers suggest.
On the monetary front, the adjustment from a "strong"
“effective” stance,
approach. In general, greater emphasis is being placed
on long-term objectives,
observed over the past two years.

Economic data points towards steady growth in
industrial production and a robust household sector,

Economic

and infrastructure investments. local

to an hints at a more neutral

aligning with the trend

despite the ongoing housing market slump. These factors
provide a solid foundation for a soft landing in the
housing sector. High-frequency data reveals a marginal
reduction in the drag from the housing sector towards
the end of 2023, although it remains at approximately
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minus 0.5%.
household conditions, supportive housing policies, a
healthy financial system, balanced housing supply and
demand, and the continuous process of urbanisation,
there is a promising chance of witnessing the housing
sector registering zero or positive growth in the
forthcoming quarters. While the repercussions will
linger for years, their impact will be mostly confined
to local governments and buyers of unfinished
properties.

Consumer prices dipped further into negative
territory in  November, producer
remained subdued. This trend reflects the enduring
pressure exerted by the housing sector's adjustment.
The sluggishness in consumer prices might challenge

Given the gradual improvement in

while prices

the argument that China's households are largely
impervious to the housing slump. However, this
weakness can be attributed to several technical
factors. A significant portion of China's consumer price
basket, encompassing essentials like food, healthcare,
utilities, and
regulated and subjected to only marginal increases.
Meanwhile, prices of services, though experiencing
growth, carry limited weight in the consumer inflation
index and are entirely excluded from the producer
price index. It is worth noting that service prices
closely track the income of rural labourers employed
in cities. As the labour force is projected to shrink in
the coming years, this structural shift may elevate
service inflation levels. Regardless, the financial health
of the household sector remains pivotal to China's
recovery, and inflation figures serve as a crucial gauge

warranting continuous monitoring.
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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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