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The onshore market is consolidating, in terms
of volume, after the slowdown following the National
Day holiday and the sentiment shock caused by the
detection of the Omicron variant. Sector wise, new
energy names remain favoured, especially photovoltaic
technology related names despite recent signs of
intensifying competition in the sector. Wind energy
names are enjoying similar policy tailwinds and are
expecting a healthier market going forward. Alcohol
makers, wooed by money managers prior to Chinese
New Year, have surprisingly delivered decent returns in
the last fortnight and may reverse their year-to-date
underperformance of 16.93% versus the CSI 500 index.
Another sector worth noticing are investment banks,
which historically track the trading volumes of the
equity market yet have underperformed in recent
weeks. We are optimistic about the sector given the
continuous reform and the consolidation of the A-share
market.
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The latest PMI data points to a more concrete
slowdown of the Chinese economy, particularly in the
small and medium size enterprise universe. Caixin
PMI, composed of smaller sized respondents versus
the official PMI, reports a reading of 49.9, only
marginally higher than August’s figure when China
was hit by the biggest resurgence of Covid-19 cases
since 20Q1. The growth momentum, as well as the
repercussion caused by the housing sector, need to be
closely watched. The market is expecting a more
active fiscal policy in 2022 to contain the increasingly
obvious slowdown. Historical experience also adds to
the probability in the year of the ruling party’s
national congress.

The latest remark by Premier Li about cutting
the reserve required ratio again surprised the market,
especially the bond market where participants are
speculating about the accommodative move taking
place as soon as 22Q1l. In our view, the cut, which
may not be any time soon, will only prove to be of
minimal effect on the economy and thus largely
symbolic. Long end rates may move lower but further
undermine its attractiveness and the short end may
stay put just like the market following the surprising
July cut. The equity market is more likely to respond
positively to signs of credit growth, which is more vital
to equity performance. We
Chinese bonds and positive on 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.
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