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Strong Q1 rebound was widely anticipated following Q4 growth setback

Q1 GDP growth in was mainly driven by rebound in consumption and ongoing support from investment, though net exports remained a drag.
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Slowdown in manufacturing activities further confirms a two-speed recovery

Headline manufacturing PMI further retreated to 48.8 from 49.2
prior on sluggish demand and market confidence.

manufacturing sector, except large SOE firms.

The reopening momentum further waned in May across the entire
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Industrial production continues to fall short of market expectations

Manufacturing activities stalled in April once the low base-effect Operating hours of excavators retreated from February peak but
support is removed. stayed in the expansionary territory at 4.0% yoy growth in March.
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Continued fiscal support coupled with stable monetary policies in 2023

More than 25% of the annual quota for local government special purpose bond (CNY 1tn) has already been front-loaded before end-Q1 2023.

2023 GWR Targets 2022 GWR Targets 2023 vs 2022

GDP GDP Target (%) 5.0% c. 5.5% ¥

Official Fiscal Deficit (CNY bn) 3,812 (est.) 3,378 (est.) t

Official Fiscal Deficit Ratio (% GDP) 3.0% 2.8% 1

Special Bond Quota (CNY bn) * 3,800 3,650" (4,030 actual)

Special Bond Quota (% GDP) 3.0% 3.0%*(3-3%actual) A
Fiscal Speclal Fiscal Arrangement 1) Extra 1,500 Special fiscal transfer

(CNY bn) None payments to local gov. from central gov. ‘

2) A New Financial Stability Fund (cancelled)

Broad Fiscal Deficit Ratio (% GDP) c. 6.0% - 6.5% c. 7.0% ‘

Tax Cuts (CNY) Extend existing tax cut policy for SMEs Est. CNY 2.5tn tax cut/rebate by year-end ‘

Household Disposable Income "Same as nominal GDP growth rate" "Same as nominal GDP growth rate"

Growth (yoy %) (c. 5.0%) (c. 5.5%) -

Urban New Job Creation (mn) 12.00 11.00 1 )

Unemployment Rate (%) max. 5.50% max. 5.50% )
Social

1) Flexible annual target with the goal 1) Flexible annual target with the goal to
i th i th
Climate Change Action to achieve 14" FYP target.by 2025 _ achieve 14 FYI? target by 2025 ‘
2) Reduce annual consumption of fossil ~ 2) Energy consumption quota to exclude
fuels usage of raw material & renewable energy

CPI (%) c. 3.0% c. 3.0% o

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

Total Social Fi . o “Increase new loan base and lower  “Increase new loan base and lower borrowing =

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

Source: WIND, ICBC Standard
*Note: c. CNY 1tn worth of the local government special purpose bond issuance quota (over a quarter of the total CNY 3.8tn quota) have already been issued by end-March 2023. Market
expects another issuance peak in late Q2 as local governments have set end-H1 2023 as a soft deadline to deliver the bulk of their annual special purpose bond quota. 5
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Money supply remains buoyant as credit growth is still on the mend
March TSF and credit impulse both began to catch up on the back As household loans saw another large net drop, slowdown in April
of policy efforts, while M2 growth remained elevated through Q1. credit growth highlights the persistent pressure to restore confidence.
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Muted inflationary pressure allows PBoC to focus policy on growth

April headline PPI further demonstrated the deflationary pressure Near-zero headline CPI in April add to market concerns over the post-
on softer raw material prices and the high base effect. pandemic recovery progress.
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Monetary policy is firmly anchored to support the real economy

The 25bps RRR cut in late March demonstrated the PBoC’s

commitment to supporting real economy after the Two Sessions.

PBoC has kept MLF and LPR unchanged in Q1 2023 but ensured
sufficient liquidity provision through OMO operations.
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Interbank liquidity remains ample despite occasional squeeze in early Q1

7D reverse repo rate frequently exceeded the 2.0% benchmark rate in early Q1 as commercial banks stepped up lending efforts.
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Consumption rebound is key to recovering pre-pandemic growth momentum

Sectoral share of GDP data confirms both secondary and tertiary
sectors experienced a sethack, but has plenty of room for rebound.
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Growth supportive measures are still necessary to steer a sustained
recovery, especially if net exports remains a drag on growth.

20.0% -

15.0%

10.0%

5.0%

0.0%

-5.0%

mmmmm Contribution to real GDP Growth % Consumption
mmmm Investment

= Net Exports
==Q== Quarterly GDP Growth (yoy %, constant price)

Source: WIND, ICBC Standard

Source: WIND, ICBC Standard

10

NON-CONFIDENTIAL



ICBC Standard Bank | China Macro Outlook

Scarred household consumption gradually gathers recovery momentum

April retail sales continued to enjoy the low-base support and
healthy recovery across catering and auto-sales.

Continued improvement of online sales is consistent with the high-
frequency stats in the run up to the early-May holiday break.
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Infrastructure FAI remains critical to offset unexpected growth headwinds

Investment momentum further eased to 4.7% in April, with housing

sector facing renewed pressure as investment momentum worsened.
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While investment sentiment across private sector remains lacklustre,
public investment also dropped to 1.9% in April from 7.7% prior.

Source: WIND, ICBC Standard
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Net exports is expected to weigh on growth amidst weaker global outlook

Exports growth slowed to 8.5% yoy in April from the unexpected 14.8% March pickup on the back of low base support, yet imports became
much weaker with growth contraction widened to -7.9% yoy. Weak trade data further confirms the continuation of a two-speed recovery.
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Weaker USD may help offset FX pressures from a narrower trade surplus

USDCNH broke 7.10 resistant level in June 2023 on renewed dollar
strength as the US debt ceiling crisis unfold.

The CFETS RMB index dropped on recent dollar strength, though a
weaker USD is still widely expected in H2 2023.
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Fed policy uncertainty remains the key driver of FX market volatility

CNH’s correlation with VIX turned negative since March when Beijing

prioritised financial stability amidst heightened global volatility.

Despite record pickup in China equity inflows, market saw ongoing
fixed-income outflow in Q1-23 as negative carry continued.
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Yield-spread inversion remains key obstacle to expand inflows near-term

Yield-spread between 10yr CGB-UST remains inverted and is likely to keep the status quo before year-end. That said, new offering of risk
hedging tools through the “Swap Connect” scheme may help to boost global investors’ interest in the longer run.
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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, ICBC Standard Bank, Singapore Branch is regulated by the Monetary Authority of Singapore. This document is intended solely for customers who qualify either as Accredited Investors, Expert Investors, or Institutional
Investors (with each of these terms being defined in the Securities and Futures Act (2001)). This communication 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 and should not be relied upon as financial advice. Recipients in Singapore should contact an ICBCS, Singapore Branch representative in respect of any matters
arising from, or in connection with this material.

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, and will NOT be a product
of the research department of ICBC Standard Securities Inc. (“ICBCSSI”) or any of its affiliates. ICBCS is acting through its agents, ICBCSSI, 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. ICBCSSI 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
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