30/lan  6/Feb  13/Feb  20/Feb  27/Feb  &/Mar

ol
-
-y China Post Global

China Bulletin:
Market View

Chinese Banks' Capital Instrument Shuns Global Sell-off
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The relative strength of China’s growth recovery
and policy support has caught the attention of onshore
markets. They are all the more noteworthy given the
cautious growth target set by the government in the
NPC session, and the indications of policy
restraint by the inaugural state council. On the demand
side, exports are likely to register weaker growth,
given the steadily tightening financial
across the globe, public
investment is expected to maintain its current growth.

We can reasonably expect less drag from the
housing sector, although the sector will likely be
stagnant at best as we have outlined previously.
Consequently, the most likely tailwind is the improving
household sector demand, which may still be waiting for
a more concrete rebound of employment and income.
Therefore, the over optimistic outlook has been dialled
back somewhat in the absence of the strong stimulus

initial

conditions

whilst infrastructure

that the onshore market was expecting, driving the
market adjustment in recent weeks.

We continue to recommend a more active
position
onshore and Hong Kong markets. Earnings growth is

in China’s equity markets, including the
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expected to rise along with the recovery, which may
be weak and fragile but is evident. Policymakers will
maintain a supportive stance, remaining aware of the
fragility, meaning restrictive measures such as a
continued crackdown on the internet sector are
unlikely in the short term. Equity valuations are also
below the historical average, and risk-reward looks
more attractive, taking into consideration the low
correlation to international markets.

Recent turmoil in the global financial markets,
following the sudden collapse of some banks and
massive sell-off of CoCo bonds (contingent convertible
bonds), has barely had any impact on China. Credit
spreads of tier 1 bonds, with similar seniority to
CoCos, issued by national joint-stock commercial
banks (to simplify, these are weaker ones among the
systemically important banks of China),
tightened more than 50 bps since Chinese New Year.
markets and
China’s financial

have
Largely isolated from international
supported by sovereign credit,
system is generally safe from external shocks and
bank runs.
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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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