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Recovery in Q3-22 was coupled with near-term growth vulnerabilities

Mildly positive contribution from net exports and investment unable to offset weakness in consumption
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Beijing has stepped up supportive measures to offset growth risks

State Council has approved an extra CNY 500bn reserve quota to boost special bond issuance before end-Oct as extra fiscal boost before year-
end. The PBoC also approved CNY 300bn credit for policy banks and CNY 250bn for private bond financing as the latest supportive actions.

2022 GWR Targets 2021 GWR Targets 2022 vs 2021

GDP GDP Target (%) c. 5.5% >6.0% ‘

Official Fiscal Deficit (CNY bn) 3,378 (est.) 3,446 1 |

Official Fiscal Deficit Ratio (% GDP) 2.8% 3.2% ],

. " 3,650"
10 ) L] (et e (Eh ) e 500 additional reserve quota Sy L)
Special Bond Quota (% GDP) 3.0% - 3.4% c.3.4% o
* Extra 1,500 Special fiscal transfer

Fiscal . . payments to local gov. from central gov.

(sé’:s'::‘)': iscal Arrangement « A New Financial Stability Fund (tbc) NA New

* 300 new credit quota for policy banks
* 250 funding for low-cost bond financing
Broad Fiscal Deficit Ratio (% GDP) c. 7.0% - 8.0% c.6.5% - 7.0% f
Est. CNY 4.0 tn tax cut/rebate before = CNY 50,000 VAT free allowance per

Tax Cuts (CNY) December 2022 annum for SMEs t

Household Disposable Income "Same as nominal GDP growth rate" " . \ -

Growth (yoy %) (c. 5.5%) Same as nominal GDP growth rate

Urban New Job Creation (mn) 11.00 11.00 g

Unemployment Rate (%) max. 5.50% 5.50% g
Social i th

Poverty Reduction (mn) NA Social Welfare System (14™" FYP by NA

2025)

Climate Change Action No specific targets 3% reduction in energy intensity ‘

CPI (%) c. 3.0% 3.0% -

New Loan Growth for SMEs (%) NA > 30% NA
Monetary M2 (yoy %) "Same as nominal GDP growth rate"

“Increase new loan base and lower "Same as nominal GDP growth rate" -)

Total Social Financing (yoy %) borrowing cost for real economy”

Source: WIND, ICBC Standard
*Note: More than CNY 3.5tn worth of local government special purpose bond issuance quota have already been rolled out by end-August. October saw another pickup local government bond
issuances as MoF asks local government to deliver the extra CNY 500bn issuance quota by October-end.
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IP stays broadly on track of a gradual recovery albeit weaker demand

October IP eased to 5.0% on slower growth in mining and
manufacturing production but remained above the August reading.

Sales and occupancy rate of excavators confirm efforts to deliver
infrastructure projects with sales growth resumed positive in Sep.

20% - - 60%

- 50%
15% -

- 40%
10% 30%

20%
5%

10%
_ kil I AN

-2.9%

- -10%

_5% -
-4.6%

- -20%

-10% - - -30%
yQ" ,\0\ ,o& \’00 »Qk » Qé \,Oo YQK N Qc}

R L e e e 2 2

I |P - Manufacturing s |P - Mining e |P (yoy %, RHS)

Source: WIND, ICBC Standard

225% -

200% -

175% -

150% -

125% -

100% -

75% A

50% -
25% A

0% \/~/\J

-25% -

-50% -

-75% -
N O R S WD RSB R
ng 0,\ 09@ Qﬁo N\’b s Q> ,@tb '\5\ ,\/S'OQ' Nﬁo q}’b s Q0 Q’b q;\ q;%Qu
Py P Vv o g P PV Py Vv
=== Monthly Growth of Excavator Sales (yoy %)
=== Growth of avg operating hours of excavators per month (yoy %)

Source: WIND, ICBC Standard

PusLIC



ICBC Standard Bank | China Macro Outlook

Infrastructure investment took the lead amidst further housing slowdown

Infrastructure investment saw further pickup at 11.4% in October,
while investment in property sector continued to deteriorate.
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Government’s effort became much more prominent while the
bearish investment sentiment in private sector was yet to pivot.

Source: WIND, ICBC Standard
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Property sector faces continued headwinds despite recent liquidity support

Surge in COVID cases weakened household confidence and borrowing  Land sales continued to deteriorate in October on tightened

appetite despite easing mortgage policies. restrictions to tackle new and rapidly spreading COVID clusters.
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PMiIs highlight fragile sentiment upon global recession concerns and COVID
Headline PMI in October turned negative again on growing Large firms continued to show resilience, but small and medium
challenges of weak domestic and external demand. sized manufacturers faced stronger headwinds in October.
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Services sector is yet to resume as dominant growth contributor

Tertiary sector resumed as a positive GDP contributor but with the Stronger policy action is needed to unleash greater growth
lowest share of total GDP since Q2 2020 at 43.4% in Q3 2022. contribution from the tertiary sector in Q4-2022 and beyond.
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Fragile consumption highlights persistent pressure from COVID cases

Monthly retail sales remain highly sensitive to mobility restrictions and Growth of overall online sales has also fall short of previous years in
dipped to negative territory again in October on tightened measures. both 2020 and 2021 since April 2022.
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Money Supply buoyed by bond issuance but credit demand remains weak

M2 growth saw marginal drop to 11.8% in October from 12.1% in
September, which remained well above the peak in Q2 2020.

Weak credit growth in October continues to highlight corporate and
household demand deficiency amidst weak sentiment.
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Export growth sharply slowed in October as global demand weakens

While current account surplus remained broadly steady in October, export growth saw notable slowdown to -0.3% from 5.7% in September
with further contraction of import growth at -0.7% amidst rising global recession concerns and sluggish domestic demand in China.
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PPI deflation in China may help to alleviate global inflationary pressures

Headline PPI dipped to -1.3% in Oct on softer commodities prices,
high base effect and NDRC’s administrative measures.

Headline CPI eased to 2.1% despite continued pork price rally in Oct,
but the 0.6% core CPI still reflects persistent demand sluggishness.
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PBoC has already cut benchmark rates to offset rising growth pressure

Market still expect further LPR lowering to encourage home
purchasing as the August asymmetric cuts may not be sufficient.

There’s also room for further RRR cut as banks have been urged to
release more credits to support the real economy before year-end.
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Short-term interbank liquidity remains ample and market rates stay low

7D reverse repo rate continued to stay well below the 2.0% policy rate, reflecting weak interbank lending and borrowing demand since April.
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Markets expect early approval of at least CNY 1.5tn bond quota before Dec

Local gov. bond issuance picked up in October on MoF’s requirement to materialise the additional CNY 500bn special bond quota.
(CNY bn)
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* “Note: More than CNY 3.5tn worth of local government special purpose bond issuance quota have already been rolled out by end-August. Market expects another issuance
peak in late September and October as MoF asks local government to deliver the extra CNY 500bn issuance quota by October-end.
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Monetary policy divergence and strong dollar rally weigh on the yuan

USDCNH reached multi-year highs above the 7.30 threshold in late Recent yuan depreciation is nonetheless in sync with other non-USD
October driven primarily by strong dollar rally. major currencies amidst greater divergence of monetary policies.
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Two-way FX volatility is likely to rise as DXY reaches inflection point

Offshore yuan’s correlation with VIX returned to elevated level
similar to Q3-21 as yuan saw renewed depreciation since Aug.

PBoC has frequently adopted macro-prudential tools to steer
market expectation and ease excessive market volatility.
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Date PBoC FX Policy Measures/Events
Jan. 2021 Reduce macro-prudential adjustment coefficient from
1.25 to 1.00 for firms borrowing from overseas.
May 2021 Host PBoC FX Standing Committee meeting calling
Chinese banks to stay neutral on FX trading.
May 2021 Raise the reserve requirement ratio for FX deposits
from 5% to 7% with effective from 15" June.
Grant fresh QDII quotas of ¢c. USD 10bn to allow
Jun. 2021 domestic institutional investors to undertake more
outbound investment activities.
CDB sells USD 2bn of 1-year notes on the interbank
Jun. 2021 market, the first onshore dollar bond issuance since
2015. Market sees the move as a signal for state Fls to
help absorb onshore USD liquidity.
PBoC relaxes restrictions on domestic banks’ ability to
Sep. 2021 provide yuan-denominated loans overseas, a further step
to increase global use of the RMB.
Nov. 2021 PBoC warns against one-way yuan bets
China Foreign Exchange Committee (CFEC) urges banks
Nov. 2021 to cap the size of commercial banks’ proprietary trading
accounts after the rapid ascent in the yuan recently.
Jan. 2022 CFETS adjusts the currency basket and marginally
increased the weight for USD, EUR and GBP
PBoC drops FX RRR for Fls to 8% from 9%, sending the
Apr. 2022 first signal to ease sharp depreciation pressure prior to
the early-May holiday.
Sep. 2022 PBoC further cuts FX RRR to 6% from 8%, a firmer signal

to stabilise recent FX volatility amidst dollar rally

Source: CFETS,

ICBC Standard
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RMB demonstrates more resilience in CFETS basket terms amid DXY rally

Recent USDCNY depreciation was primarily driven by the DXY rally while CFETS Index shown less volatility against non-USD currencies.
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Wide CGB-UST yield spreads inversion may continue to weigh on inflows

Yield spread between 10yr CGB-UST stays inverted and further
widened to c. -150 bps in Nov-22 on 10yr UST yields rally.

Markets saw renewed capital outflow from the onshore bond market
in Sep & Oct as risk-off sentiment persisted.
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CGB yields have moderate upside upon policy fine tuning

CGB yields notably jumped in Nov on prospects of gradual easing of
the dynamic ZC measures and interbank liquidity withdrawal actions.

1yr-10yr CGB spread saw sharpest drop from the recent highs as
market expects gradual tightening of short-term inter-bank liquidity.
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Disclaimer

This presentation has been prepared by ICBC Standard Bank Plc (“ICBCS”), its subsidiaries, including ICBC Standard Securities Inc., or branches (“the ICBCS Group”) and is provided for informational purposes only. The material does not
constitute, nor should it be regarded as, investment research. It has not been prepared in accordance with the full legal requirements designed to promote independence of research and is not subject to any prohibition on dealing ahead
of investment research.

No Advice: This document is for the general information of institutional and market professional clients of the ICBCS Group and should not be considered to be investment advice. It does not take into account the particular investment
objectives, financial situation or needs of individual clients. It is not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities, commodities or other financial instruments, or to participate
in any particular trading strategy, nor shall it, or the fact of its distribution, form the basis of, or be relied upon in connection with, any contract relating to such action. Additional information with respect to any security, commodity or other
financial instrument, referred to herein may be made available on request.

No Representation/Warranty: The information presented in this document (and opinions based on this information) was obtained from sources that the ICBCS Group considers reliable, but we do not warrant or represent (expressly or
impliedly) that it is accurate, complete, not misleading or as to its fitness for the purpose intended and it should not be relied upon as such. The information and opinions were produced by the ICBCS Group as per the date stated and may
be subject to change without prior notification. Opinions expressed represent current opinions as of the date appearing on this document only. Insofar as possible, the ICBCS Group endeavours to update the material in this document on a
timely basis, but regulatory compliance or other reasons may prevent us from doing so.

Conflicts of Interest: The ICBCS Group or our employees may from time to time have long or short positions in securities, commodities, warrants, futures, options, derivatives or other financial instruments referred to in this document. The
ICBCS Group does and seeks to do business with companies covered in this document. As a result, investors should be aware that we may have a conflict of interest that could affect the objectivity of this document. Investors should
consider this document as only a single factor in making their investment decision.

Non-Disclosure: Neither this document, its content, nor any copy of it, may be altered in any way, transmitted to, copied or distributed to any other party, without the prior express written permission of the ICBCS Group. All trademarks,
service marks and logos used in this document are trademarks or service marks or registered trademarks or service marks of the ICBCS Group.

No Liability: The ICBCS Group accepts no liability for loss, either directly or indirectly, arising from the use of the material presented in this document, except that this exclusion of liability does not apply to the extent that liability arises
under specific statutes or regulations applicable to the ICBCS Group.

Investment Risks: The services, securities and investments discussed in this document may not be available to nor suitable for all investors. Investors should make their own investment decisions based upon their own financial objectives
and financial resources, and if necessary, should seek professional advice. It should be noted that investment involves risk, including, but not limited to, the risk of capital loss. Past performance is no guide to future performance. In
relation to securities denominated in foreign currency, movements in exchange rates will have an effect on the value, either favourable or unfavourable, of such securities. Some investments discussed in this document may have a high
level of volatility. High volatility investments may experience sudden and large falls in their value causing losses when that investment is realised. Those losses may equal your original investment. Indeed, in the case of some investments,
the potential losses may exceed the amount of initial investment, and in such circumstances, you may be required to pay more money to support those losses. Income yields from investments may fluctuate and, in consequence, initial
capital paid for such investments may be used as part of that income yield. Some investments may not be readily realisable and it may be difficult to sell or realize those investments, similarly it may prove difficult for you to obtain reliable
information about the value, or risks, to which such an investment is exposed.

In the UK, this document is distributed by ICBCS, 20 Gresham Street, London EC2V 7JE which is authorised by the Prudential Regulation Authority (“PRA”) and regulated by the PRA and the Financial Conduct Authority (“FCA”), and is
provided to Professional Investors only.

In Singapore, the provision of Financial Advisory Services is regulated under the Financial Advisers Act (Cap. 110). Accordingly (and where applicable), this material is provided by ICBCS, Singapore Branch pursuant to Regulation 32C of
the Financial Advisers Regulations. The material contained in this document is intended solely for Accredited Investors, Expert Investors, or Institutional Investors, as defined under the Securities and Futures Act (Cap. 289) of Singapore.
Recipients in Singapore should contact an ICBCS, Singapore Branch representative in respect of any matters arising from, or in connection with this material. ICBCS, Singapore Branch is regulated by the Monetary Authority of Singapore.

In the United States, this will be a macroeconomic marketing communication (e.g. a communication that excludes any reference to individual securities) and will NOT constitute a research report under U.S. law. ICBCS is acting through its
agents, ICBC Standard Securities Inc., and ICBC Standard Resources (America) Inc. All are affiliates of ICBCS. ICBC Standard Resources (America) Inc. is registered as a Commodity Trading Advisor, Commodity Pool Operator and
Introducing Broker with the NFA. ICBC Standard Securities Inc. is a member of FINRA and SIPC. Neither are banks, regulated in the United States by the New York State Department of Financial Services, Federal Reserve Board, nor insured
by the FDIC.

In Canada, any offer or sale of the securities described herein will be made only under an exemption from the requirements to file a prospectus with the relevant Canadian securities regulators and only by a dealer properly registered
under applicable securities laws or, alternatively, pursuant to an exemption from the dealer registration requirement in the relevant province or territory of Canada in which such offer or sale is made. Under no circumstances is the
information contained herein to be construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. To the extent that the information contained herein references securities of an
issuer incorporated, formed or created under the laws of Canada or a province or territory of Canada, any trades in such securities must be conducted through a dealer registered in Canada or, alternatively, pursuant to a dealer
registration exemption.

In other jurisdictions, including certain EEA Member States , where the ICBCS Group is not already registered or licensed to provide services and trade financial instruments on a cross-border basis, such activities will only be effected in
accordance with applicable legislation, which will vary from jurisdiction to jurisdiction and may require that the activities are provided in accordance with applicable exemptions from registration or licensing requirements or on a reverse
solicitation basis.

Copyright 2022 the ICBCS Group. All rights reserved.
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