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China's recovery has gained strength on almost
all fronts, despite doubts in onshore markets. Although
slowing export demand has had an impact through
reduced production and fixed asset investment in
export-reliant sectors, the heavily indebted housing
sector's structural problems have been alleviated,
providing cause for optimism. While decelerating house
sales may be seen as evidence of weakening
momentum, it is expected to bottom out rather than
see sustainable recovery. As such, our base case
scenario is a mediocre recovery, though considerably
higher than last year's economic activity level.

The household sector, however, still faces a
troublesome structural problem with a heavy debt
burden, which is expected to improve marginally in the
short term. Local government combined debt is even
larger; estimated at 77% of GDP, with ~27% in the form
of local government bonds and ~50% in financing
vehicles. However, the consolidated government debt
to GDP ratio is below 100% and the average financing
cost is far lower than nominal GDP growth. Conversely,
the household sector is confronted with a less-than-
ideal situation of sluggish income growth and a steady
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mortgage rate, particularly until mid-2023, when the
housing market should experience the peak of its
downturn. The narrower gap between income growth
and mortgage rates discourages
consumption and the buying of homes.
The long-awaited April politburo meeting
focused on promoting household income and
reducing high youth unemployment rates, with
accommodative housing policy remaining unchanged.
The recovery in the housing market is the key to
watch in the coming months, with policy makers
vowing appropriate support to boost domestic
demand. Despite cyclical factors weighing on growth,

household

we reiterate our optimism for the recovery in the
following quarters.
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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



