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China’s insistence on sticking to its Dynamic
COVID Zero policy, is dampening market participants’
hopes that a change of policy may boost growth
momentum. The expected change of course may
marginally improve personal consumption spending,
especially on services, however we would argue the
move will do more harm than good to the economy, at
least in the short term. This is due to the initial shock
and possible further disruption to the manufacturing
process. Although it is widely believed that halting the
flow of people and goods is dragging growth, we
support the idea that the tight housing policy of the last
5 years is finally taking effect in the housing market,
and economic pain starting to emerge. House sales
have fallen to a two-decade low, and the outlook is
even more bleak as property developers line up to
default. Since the real estate and construction sectors
comprise 15% of GDP, the pain will be either acute,
sustained, or both. We share some optimism that the
drag from the housing sector may abate from 23Q1,
while we remain positive on growth in 2023.
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Recent data still exhibits signs of early
recovery. Household deposits and corporate long-
term loans are both growing strongly. However,
growth of household long-term loans continues to
slow, echoing the housing market downturn. Fixed
asset investment in manufacturing and
infrastructure are both growing robustly. The former
may still be tested by slowing external demand,
while the

Confidence, however, is yet to recover in the service

latter may continue its momentum.

sector, due to interruption from the covid breakout
and containment policy. Though the policy is here to
stay, it is very likely to be implemented in a more
coordinated and efficient way going forward, which
could alleviate the uncertainty facing the service
sector.

China’s equity market has bounced back
substantially from the trough after the National Day
holiday. Its extremely attractive valuations and the
much healthier status of the economy add to an
optimistic view on China equities. We would
recommend overweighting solidly growing sectors
with reasonable valuations, most notably the
healthcare sector, and to a lesser extent, new energy

supply chain names.
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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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