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China Market Strategy

Lessons from Japan

2  SOE developers’ sales still rising strongly, and their stock prices are diverging from
those of POEs. Thus, housing demand is probably delayed, not disappearing.

-]

The momentum in iron ore price is rising, and tends to lead long bond yield and
market recovery by one and three months, respectively.

3

So far, the market recovery is driven more by valuation than by fundamentals.
Policies must deliver. And China’s private sector leverage is similar to that of Japan
in 1993. It is a significant turning point that warrants all attentions and resources.

Some leading indicators not “lying flat”

In July, property sales, prices, investments are taking another turn down, on an already-
low base for comparison. At this juncture, it is easier to be a pessimist than an optimist.
Thus, being pessimistic is not adding value anymore, except probably for the eyeballs.
After examining recent property data, we would like to raise a few curiosities. Note that
we are neither pessimistic as the prevalent consensus, nor optimistic like pollyannas. We
are simply being realistic.

1) SOE developers are doing well and are indeed registering strong y/y sales growth in
July, amid general sector weakness. Yuexiu, for instance, is experiencing 68% y/y sales
growth in the first seven months of the year. And for Poly, it is 109%. If the demand for
property has evaporated, as some pundits are alleging, then why people are still buying
from SOEs? Is the fulfillment of property demand subject to the ownership of the
developers? Obviously, the concerns for “unfinished buildings” (J2 &) still overwhelm.
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Figure 1: Iron ore has made a significant low in 2H22, and its momentum is picking up.
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Of course, these significant SOE developers we track consist only 18% of national area
sales and 28% of national yuan sales, but their strong sales hint at continuing housing
demand that is not affected by the general market conditions and prevalent pessimism.
And these developers make up ~50% national area sales and over 60% of national yuan
sales of the nationally-significant SOE and POE developers that we track.

2) Second-hand property market appears ailing, as shown in declining listing prices, larger
seller concessions and more listing amid falling prices. But rent is rising, suggesting that
people are delaying buying decision and renting instead. If so, the housing demand
probably is delayed, not disappearing.

Obviously, some may question why people are not simply buying second-hand property,
if they are so concerned about “unfinished buildings”? The answer may stem from
Chinese culture of the preference to buy new instead of second hand, as well as the age
of Chinese housing stock -- more than 85% of China’s housing stock is more than 5 y.o.,
and about two thirds is more than 10 y.o. And Chinese properties depreciate really fast
for lack of proper maintenance.

3) SOE developers’ stock prices remain resilient, and some even rise amid such gloom.
But POE developers’ stock prices are indeed plunging. What could explain such disparity
of fortune between the two groups of developers with different ownership structure, if
the sector is in complete despair?

And how do the cross-asset prices reflect these curious nuances within the property sector?

In Figure 1, we show that the price of iron ore, an important leading indicator for the
Chinese economy, is picking up momentum. It is evident that iron ore has made a
significant bottom in 2H22, and has been recovering ever since. In general, it leads the
P/E of the Shanghai Composite by about three months, and China’s 10-year treasury yield
by about one month.

If iron ore continues its recovery to signal improving underlying demand in the Chinese
economy on the margin, then the Shanghai Composite should continue its valuation
recovery, despite near-term volatility.

The down trend in China’s long treasury yield should also revert, after making its low in
the coming weeks. This projection appears to be consistent with the inflation outlook in
the second half, when deflationary pressure in the upstream will likely ease due to higher
commodity prices and pork price will likely stop dragging on CPI.
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... But longer-term outlook murky

While we have raised some interesting questions above, we note that the property sector
is confronted with significant challenges. In Figure 2, we can see that while the property
sector valuation has recovered somewhat, the relative performance of high-yield
property USD bonds versus investment-grade bonds is heading for a second low, in
tandem with Chinese consumer confidence and the property sector index.
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Figure 2: The market recovery is mostly driven by valuation, but reality has failed to deliver.
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As valuation recovery diverges from confidence and relatively high-yield performance,
the recovery so far has been driven more by hopes than by reality. But hopes and dreams
can only get us this far, if economic fundamentals fail to deliver. That said, we don’t
believe that 2023 should be even worse than 2022, when our future was shrouded by the
ravage of COVID. As such, the market low in late October 2022 should hold.

But longer-term outlook appears murky. Recently, there has been heated debates among
economists, drawing parallels between China and Japan. After all, Japan’s “lost decades”
have resonated loudly in today’s China. But we fail to see concrete comparison based on
data, except for some anecdotal evidence and eloquent babbles that reciting clichés that
fail to add anything to the debate. But people carry on debating each other regardless.

Here, we compare the household/private-debt-to-GDP ratios between Japan at the peak
of its property bubble in 1993 and China now in 2023 (Figure 3). We can show that China’s
ratio is now ~150% GDP, similar to that of Japan in 1993. Further, the pace at which
China’s private sector is adding on leverage also bears uncanny resemblance.

This is a critical chart that goes without saying. Its significance is beyond the scope of this
short note. We will return to it at a later date with more.
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Figure 3: China’s private debt/GDP vs that of Japan, US at the peak of their property bubble, respectively.
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Conclusion

The Chinese property market is beset by pessimism. Yet people are still buying from SOE
developers, and the rising rent suggests that housing demand is delayed rather than
disappearing. As such, the SOE developers’ stock prices have diverged from those of POEs.

Iron ore price is picking up some momentum, and suggest that the valuation recovery in
the Shanghai Composite should resume after recent turmoil, and the Chinese 10-year
should soon find some support around its recent lows, if history is a guide. If we agree
that 2023 is already much better than 2022, then the low in late October 2022 should
hold.

Longer term, however, the picture is murkier. China’s private sector leverage has reached
a plateau similar to that of Japan at the peak of its bubble in 1993. It is a significant turning
point that warrants all attentions and resources.

Hao Hong, CFA

Twitter: @HAOHONG _CFA

https://twitter.com/HAOHONG CFA
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Appendix 1: Performance of major asset classes (weekly)
Asset Class 18/8/2023 1182023  4/8/2023  28/7/2023  21/7/2023  14/7/2023  7/7/2023  30/6/2023  23/6/2023  16/6/2023  9/6/2023
MSCI Index
MSCl World 2% 083% 4% 1.16% 0.17% 3.38% -138% 1.95% 231% 2.67% 0.58%
MSCI DM 3% -0de% 3% 0.96% 0.36% 3% Ad3% 200% 3% 266% 0.43%
MSCI EM 384% 189% 241% 2.80% 135% -089% -0.34% ' 370% 276% 1.83%
MSCI China | Slan  [3Bsw  ofex [BMe% | 2% % | 18% 0o 167%
MSCI AC Asia Ex. Japan %s% -ﬂs% %s% 2.9:,8% -Qz% 137% -0‘14% 3% 2.&:8% 1.34%
MSCI Europe 6% 0.04% 249% 118% 0.97% 291% 3% 192% 2% 152% 083%
Stock
Us. S&P 500 241% 041% 2475 1.01% 0.69% 2409 6% 235% ﬂ9% 258% 039%
Chinese Mainland ~ SHCOMP . 0.37% 3.42% 236% 1.29% 047% 0.13% 130% 0.04%
SZCOMP 0 9% 2.08% 285% 1.36% 082% 0.46% -1l3%
HK SAR, China Hsl 189% 1% A% [281% 0.14% 230%
Japan Nikkei 225 ﬂs% 141% 047% 0.01% (2% 1.28% 2.35%
South Korea KOSPI -(34% -031% Eoﬂs% 0.00% 0% Egm 0.43% 9% 153% 1.66%
Germany DAX -183% 015% 4% 181% 045% 320% % 201% 313% 256% 083%
UK. FTSE 100 3% 083% -189% 0.40% 3.08% 2.45% 5% 0.93% L287% 1.06% -089%
France CAC40 0% 0.34% 6% 0.59% 0.78% 9% 330 | [385% 243% 0%
Bloomberg Barclays Indices
Global Qi7% 0% 083% 0.48% 0§3% 238% 0% o7 046% 0.36% 0.02%
China 042% -0163% -0.43% 0.20% -044% 1.53% 0.52% -0.18% -1.07% 0.19% -080%
Global + China 0% 016% 033% 048% ' 047% 0.6% 0.36% 0.02%
Us. -ogo% 34% -089% -ﬂo% 0.36% 0.14% 0.20% 045%
Europe 0. -0.18% -0.03% 0.10% 1.31% 0.07%
Asian Pacific 0.19% 0.39% ! 2.07% 0. az% -087% ‘ -042% -0.05%
EM -(%3% 0.1% 0.12% 177% 141% 0.07% 0.28% 0.60% 0.36%
Treasuries -%4% -&37% 035% 4% 036% 039% 0.19% 0.00%
Corporate o% 061% 047% 0.44% 2.18% 7% 0.06% 0.02% 068% 0.9%
High Yield 0 13% 0443 0.26% 043% 226% -o[lo% 0.63% -00% 0.89% 0.73%
Commodity
Bloomberg Commodity Index =l [37% 043% 1% 0.97% 153% 263% 0.43% 045% -2%6% 4.24% 144%
Energy -2l69% 3.07% 118% 3.50% 4.02% 138% 1.19% 131% 206% 5.72% 0.10%
Natural Gas EB 10. ia% -224% -2l@4% 7.00% -187% ] -116% 4.01% 3.44%
WTI Crude 2% 037% 2.78% 455% 230% 2.10% 422% 211% 8% 2.30% 2%
Brent Crude 247% 042% 220% 4.20% 168% 187% 4.06% 189% 36% 2.46% 182%
Heating Oil 0. 317% 192% 3.81% 7.74% 5.74% 186% 4.09% 3.16% 6% 5.90% 0.15%
Unleaded Gasoline ~ -3185% 5.40% 382% 4.75% 6.75% 2.93% 1.88% 3.99% 5849 3.78% 3.60%
Precious Metal 102% -2008% %4% 044% 0.02% 3.00% 039% 0.45% 31% 041% 0.93%
Gold 1§5% -ﬂe% -ﬂm 047% 0.11% 163% 0.16% 0.01% 241% 0.40% 0.39%
Silver 0.40% % adew Al adsw  [sidsw L% 2.00% 7 8% 278%
Industrial Metal 1.49% -389% -1.45% 3.16% -2l87% 4.34% -0.07% -184% 4% 2.96% 1.24%
Copper 041% 381% -1.50% 280% 2082% 3.99% 0.60% 147% 33% 2.58% 167%
Aluminum -ﬁo% -ﬂm 0.14% 0.70% -3%3% 5.95% -0433% -138% 439% 0.13% 0.48%
Zinc 3% 8% 0.16% 5.39% -2065% 3.19% -1i0% 0.98% 582% 3.05% 4.50%
Nickel 041% 5.33% 0% 733% 4945 3.87% 1.26% -381% 8.76% 0.16%
Agriculture 0.25% 049% 8% 141% 3.00% 2.89% 0.46% 1% 2[83% 7.13% 2.20%
Grains 120% -150% 695% -ogs% 3.58% 3.25% 047% 0.10% 10.32% 0.70%
Softs 380% 121% 04%  -2084% 2.20% 140% 200% k0% eRE% 0.07% 3.00%
Livestock 043% -1.36% 0.49% -0.36% 0.02% 167% 0.90% 3.58% 0.15% 2.29% 135%
Live Cattle -1.38% -o‘gs% 1.84% e 0dow 150% 0.40% 3.75% 0.}5% 007%  041%
Lean Hogs 0.98% 2% -239% 0.92% 0.78% 1.96% 2.75% 3.26% -140% 6.95% 5.28%
Foreign Exchange
US Dollar Index 0.52% 081% 0.39% 0.55% -%2% 0.01% 0.65% [137% 0das
USDCNY 062% 0.93% 0.34% 0Ba% 039% 103% 0.74% 0.45% 045%
MSCI EM Currency 087% 0ds% 1089% 0.29% 0.07% 089% 084% 0.62% 0.15%
USDHKD 0.19% 0.08% 0l0%  -0f6% of1%  009% 0.13% j 0.02%
JPYUSD 0.30% 6% 0.43% -0fdo% 6% 0.42% 133% 087%
EURUSD 0Bo%  082%  0fo% 0B 0.53% 0.14% 0o% 0.38%
GBPUSD 0.30% -042% 079% 0.02% 107% 0.09% 080% 0.96%

Source: Bloomberg, GROW Research (Updated on 19/08/2023, same below)

Disclosures and disclaimer at the back forms part of this report and must be read. 5/ 11



21 August, 2023 ﬁ 4%]\ g %

GROW Investment Group

-
Appendix 2: Performance of major asset classes (annual)
Asset Class 2023 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010
MSCI Index
MSCl World 1001% 1608% 14B% 24lo% afl2%  21k%  56% -ab%  24%  208% 134%  dh%  10l%
MSCI DM 115% 201% 141%  250%  -10/4% 5.3% -37% 29% | 240% 132%  7B%  9.6%
MSCI EM 0.8% -46%  158% 154%  -16/6% 86% | -170% -41@% -sﬁ)% 151%  -204% 164%
MSCI China -8h% 224%  267% 204% | -2003% 1% -1%1% 47%  04%  187% | -20M% | 2.6%
MSCI AC Asia Ex. Japan -1.15% 6%  225% 154%  -164% 29%  -A43%  23% 0% = 194%  -192% 17.0%
MSCI Europe 5.9% 2% s 220%  -131% 05%  55%  41%  164% 134% -1009%  8.0%
Stock
us. S&P 500 138% -194% 269% 163% 289% -6b%  194%  95%  -07% 114%  290% 134% 00%  128%
Chinese Mainland  SHCOMP 14% 181% 48% 1309% 223% | 246% | 6.6%  -123% w sh% 3% -2%7% 143%
SZCOMP 1B% | 219%  86% | 352%  359% 3b%  -17% 33.8%  200%  1J% 7.5%
HKSAR, China  HSI 9B% -155% -11% -34%  9.1%  -136% | 360% 04%  7h%  13%  29% = 220% -2000%  5.3%
Japan Nikkei 225 205% -34% 49% 160% 180% -131% 191% 04%  91%  7.1% 229% 7% -30%
South Korea KOSPI 120% | 2249%  3.6% | 3088% 7.9% -1B3% 218% 33% 24%  -48%  0.7% 9.4% -1L0% 21.9%
Germany DAX 11.9% -1%3% 158%  35% | 255% -183% 1255%  69%  9.6% 2% | 255%  29{1% -1%:% 1611%
UK. FTSE 100 2b%  09%  143% B3% 120% 125% 76% 144% 4b%  2h%  144%  58%  Sk%  9.0%
France CAC40 107% o% | 280% -7h% 264% -1flow 93%  49%  85%  -05% 180% 150% -170% -3B%
Bloomberg Barclays Indices
Global 0% | [162% 9.3%  68% 1b%  74% 21% 3b% 06% 2b% 43% 56% 55%
China ah% 3% 98%  34%  35%  62%  SR%  39%  80%  13%  51%  99%  64%
Global + China 00% |18 92%  66% -0b%  73% 17% 2b%  09% -zi% 43%  58%  56%
us. 0.1% 75% 8%  00%  35% 26% 05%  60% 2% 432%  18%  65%
Europe 3.5% 13u% | 41%  -4h% 0.3% % -g%% 6.8% |12i5% | -0.
Asian Pacific 4b% 66%  37% 2% 52% 53% 0b% -6B% 146% 7b% 7.
EM 2.0% 65% a3l 2b% | 82%  9.9%  13%  48% -2%% 7.
Treasuries —1.‘2% 9.5% 5.6% -0.4% 7.3% 1.9% —3[!3% —O.k% -48% 1.8% 6.
Corporate 22% 7% 104% 115% -3b%  91%  43% -3%:% 31%  03% | 11D%  43%  58%
High Yield 55%  127% d 7.0% | 12i6%  -4h% | 1014% B%. 2%  00% | 7.3% 31% 8%
Commodity
Bloomberg Commodity Index 1358% ' ; sd%  adlow  o0y%  11b%  -247% adow  -ob%  -1hw  -13a%  16i%
Energy 331?% / 94% 14la%  sbw  159% -%9% 394% s51% okw -160% -1d7%
Natural Gas 17j0% ‘ 385% -24% | -370% 100%  -4000% -3007% 4.9% & -30,7% 1% 7%
WTI Crude 22.4% 316% 200% 41%  67% | -4dla% -57% 68% -illsx 3% 37%
Brent Crude ) 327% -16/6% 13D% 250% | -456% -AB6% | 7.2%  75%  168%  113%
Heating Oil 4.2% 20% -A74% 139% 330%  -429% -%s% 03%  54% 106%  82%
Unleaded Gasoline  19.6% 415% 297% 18%  6.1% -127% | -4318% 19%  25/6% 144% 129%
Precious Metal 15% 146% 6h%  99% 91% ilsx % 308% 62%  45% | 425%
Gold 0.1% 1506% -4f%  117%  74% -1009% -18% -287% 6.0%  9.6%  285%
Silver -sg% 1115% -1%9% a8% 13k% -1dsw -20ls% | -367% | 7.0% -1%2%
Industrial Metal -16/1% I 47% 2B1% 281% 195% -269% -6b% -137% 0.6% -243% 161%
Copper -?:i.[s% 50% 208% 2800%  154% -252% -1%16% -8&}3% 49% -2%5% 2914%
Aluminum 140% , sB%  -185% 290% 94%  -230% -341% -208% -4h% -287% 52%
Zinc -2%2% %73 3by% | 22o% 285% [Seloxll 280%  3.5% -ﬁ)% 8.9% —2%8% 9lo%
Nickel 347%  43.7% 298% -180% 244% 115% | -427% 73% -201% -103% -247% 32.0%
Agriculture 3p%  130% 00% dsw -aflow  18%  -187% -9&[3% -133% 39% -144%  383%
Grains -1(){2% 156% 3p% 7w 131%  ebw  -185% -olu%  -189% 1801% -145%  304%
Softs 9.7% -sﬂ:% 21% | 28ls%  aslen 128% »sg% adi%  -a6le%  -2ds%  -1dlo% [59i7%
Livestock 3.0%  5.3% 8%  -36% 54% -5b% -189% 115% -36%  -36%  -24%  9.4%
Live Cattle 140%  2.6% 09% 06% 81% 7% -4l3%  2200% shw  -abw  -10%  148%
Lean Hogs 9% 108% -2019% -1:57% 18%  3B%  -281% -4b%  20%  -30%  -4b%  03%

Foreign Exchange

US Dollar Index 01%  83% 0%  44% 36%  93% | 128% | 03% -0b% 15%  15%
USDCNY 56%  85% 1.2% 5.*}% 69% 46% 25% 2B% 1bw  45% 3%
MSCI EM Currency 05%  -4B% 31%  -3B% 35%  7h%  4B%  -1b%  ss%  -2k% | 7.4%
USDHKD 04%  0.1% 05%  0.2% 01%  04%  00%  00%  -02% -00%  02%
JPYUSD 100% M13i9% abw 2% ab%  obw% 04w [i3b% 1289 -shw [Mids%
EURUSD 16%  -58% 2b%  -abw [aahul| -3bw -%42% 0% 42%  18% -3%% 65%
GBPUSD 54%  -10,7% 3.9%  -56%  9.5% 5M%  5B%  19%  46%  04%  -35%

Source: Bloomberg, GROW Research
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Appendix 3: Performance of major stock market sectors (weekly)

18/8/2023 4/8/2023 28/7/2023 21/7/2023 14/7/2023 7/1/2023 30/6/2023 23/6/2023 16/6/2023 9/6/2023 2/6/2023

S&P 500 GICS Groups Index

S&P 500 GICS Groups Index 242% 227% 1.01% 0.69% 242% 1.16% 235% 1.39% 2.58% 03%% 183%
Info. Tech. 367% 4.14% 1.27% 0.08% 279% -146% 2.93% 203% | amm | 066% 137%
Industrials 1.99% 179% 0.56% 0.88% 222% -1,08% 387% -165% 2.95% 138% 257%
Materials 335% 2.03% 181% 058% 248% 2.00% 3.96% -1.96% 3.32% 0.55% 287%
Consumer Staples 215% -190% 0.72% 164% 1.20% -1,09% 0.56% 0.45% 197% 053% 028%
Health Care 0.84% 209% 085% 3.46% 203% 287% 0.56% 0.24% 1.40% 0.08% 219%
Consumer Discretionary s 023% 121% 2.28% 331% 033% 248% 0.02% 3.45% 2.40% 327%
Financials 282% 0.83% 0.24% 2.96% 1.96% 0.46% 293% -2.02% 1.19% 1.05% 212%
Energy 182% 1.15% 168% 3.53% 0.58% 067% 3.45% 0.71% 171% 131%
Real Estate 244% 220% -180% 051% 263% 0.21% 403% 1.19% 0.68% 307%

Utilities -1.19% -2.10% 2.40% 2.26% -0.20% 0.69% -2.59% 1.29% 1.91% 0.78%
Telecom -2.42% -2.85% -3.01% 3.36% 0.32% 0.37% 0.76% 2.13% 0.42% 1.12%

Shanghai Stock Exchange Sector Inde

Info.Tech. [Tees 261 0.54% 482% 170% -101% 360% -160% 4.73% -159% 293%
Industrials 5.85% 0.56% 2.66% 219% 145% 0.41% 0.89% 212% 283% -1.06% -1.26%
Materials 4.89% 051% 271% 057% 3.45% 0.44% 0.60% 3.60% 182% 0.91% 153%
Consumer Staples 5.03% 5% e 0% 2.05% 0.24% 351% 373 ek 30a% 152%
Health Care 321% 292% 3.58% -1.07% 0.46% 147% 149% 3.90% 153% 2.26% 2.09%
Consumer Discrentionary -6.63% 0.73% -1.23% 0.39% 0.43% 0.27% -1.37% 5.11% -1.12% 0.34%
Financials 469% 0.58% 2.07% 131% 033% 0.72% 3.23% -131% 191% 053%
Energy 136% 2.27% 1.02% 363% 0.13% 235% 188% 231% 0.90% 1.13% 067%
Utiites -1.92% 143% 030% 2.05% 0.58% 0.01% 212% 052% 4.03% 035% 0.56%
Telecom 553% 217% 0.00% 286% 4.68% 2.25% -1.94% 4.29% 053% 2.96%
Hang Seng Sector Index

Info.Tech. 803% osa% 6t 3si  [NEGEN  031% 157% s10% ST 185% 3.30%
Industrials [ osam 0% 469% 323% 2.97% 2.09% 382% 731% 5.05% 097% 237%
Materials 7.95% 0% 2.48% 0.97% 049% 0.08% 6.48% 247% 0.13% 4.00%
Consumer 7.25% 0.35% 413% -185% 3.58% 0.63% 6.85% 542% 113% 1.20%
Financials 8.16% 257% 3.75% 0.69% 351% 5.05% 1.03% 3.44% 0.19% 3.13% 013%
Energy 0.94% 195% 113% 0.83% 5.10% 0.76% 257% 5.37% -4.02% 229% 283%
Real Estate P s ESE  079% 1.18% 3.39% 1.93% 6.99% 1.36% 2.74% 068%
Utilties 5.20% 2.09% 2.08% 2.14% 3.48% 4.28% 213% 337% 0.13% 0.01% 061%
Telecom 193% 0.88% 0.03% 0.98% 215% 0.85% 23% 281% 261% 133% 0.54%

Source: Bloomberg, GROW Research
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Appendix 4: Performance of major stock market sectors (annual)
2023 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010
S&P 500 GICS Groups Index
S&P 500 GICS Groups Index 1308% -194%  2609%  163% 2809% 6%  194%  95%  -0f%  114% | 296%  134% 0.0%  128%
Info. Tech. 34l5% | -289%  334% 0% -15% | 3609% 120%  43%  18D%  2602%  134% 1.3% 94% |
Industrials 79%  -Th%  194%  9.0% 2658% -150% 185%  164%  -4ali%  7.5% | 376% | 125%  -2b% | 23.9%
Materials 38%  -181%  250% 181% 219% -1614% @ 214%  141% aG4%  a1%  227%  120% aflex  199% |
Consumer Staples 1% 3b%  156% 7.6% | 240% afle%  105%  26%  38%  1209%  220%  7.5% 105%  107%
Health Care »z.p% -3p% | 242% 114% 187%  47%  200%  -4l4% 5.1:2% 233% | 387%  152%  102% 0.1%
Consumer Discretionary 27.7% 6% 23.7%  3211%  262% -0.5% 212% 4.3% 8.4% 8.0% 41.0% 219% 4.4% 25.7%
Financials ah% aBlaw | 325% -ah% [292% -1A7%  200%  204%  -36%  131% | 332%  263% A84%  108%
Energy 0.5% 3% 76% 205% -38% | 237%  236% -10l0% = 228%  2.3% 28%  17.9%
Real Estate 2h%  -284% 5% 5% 24l9%  sb%  72%  00%  10% | 261%  -16%  162%  7.9% | 280%
Utilities A05%  -1p%  14l0%  -2B%  22D%  05%  83%  122% ol | 24B%  88% 2% 148%  0.9%
Telecom 372% [404% 205%  220% 309% -164%  -6lo%  178%  -1f%  -19%  65%  125%  08%  123%
Shanghai Stock Exchange Sector Index
Info.Tech. 74% 8% | -02% 2255%  654% 341% -ab% | -26l9% 600% 365%  468%  -141% 272% |
Industrials 7P%  A83%  143%  253% 137% 236%  55%  -150%  107% | 680% 3@“ -48% | -325% -4t%
Materials 2B%  204% 159%  227% 2000% | 304% 273% 7%  -10%  389%  280%  9.0% | 351%  32% |
Consumer Staples 136%  -16/0%  -6D% 8116% 475% -193%  438%  11%  2441%  150%  7.7% 45% | 2%1%  127%
Health Care ob%  227% -8Bw%  574% 243% | -264% 182%  -11la% 458%  63%  326%  103% | 3U2%  3318%
Consumer Discrentionary 8b%  -16/0% - jf% 816%  475% -1913%  438%  11%  244%  154%  7.7% 4.1% 201%  127%
Financials 3% atw  ad7% -3bw  20k%  A74%  234%  7B%  -9p% | 82i0% ob%  200% -139% | 268%
Energy 16%  164%  296% -113% 24% | 2613%  64%  -39%  -150%  2400% | -33i0% -4.&1% 235%  -1019%
Utilities S3%  183%  304%  -3B%  34% -111% 3% | 205%  62% | 7301% | -12%  34%  -170%  -168%
Telecom 169% -10j5%  92%  -6b% 29lo% | 20l8%  12h1% 7% | 560%  34k6%  306% | -29i8% 4.6%
Hang Seng Sector Index
Info.Tech. -6.|4% -2%1% -3}43% 69l6%  237% -zﬂs% 923% 18’2% 28%  89%  700%  365%  -186% -4)% ‘
Industrials 24 212%  1d8% agl9%  1si7%  1002%  48.8% IE 2B%  31%  9b%  429%  -265%  4.5%
Materials 4% -152%  94%  300% 0% -28l5%  305%  21.0% -187% -14%  -249%  8.4% A%4% | 4.4%
Consumer Goods Y U 191% -2ﬂ1% 518% -65%  -1013% -111% 110%  101% 243%  93% | 1166% 526%
Consumer Services ° ° ey%  2de% 397% 36%  239% -30l5% 40i% 22p%  -20l6%  253%  70i6%
Financials 7h% 5% 6B -6b%  75% -14s%  312%  34% -1000%  7.6%  3.0%  240% 2de%  -0b%
Energy 158%  173%  2055% | -337% -40% -28%  114%  14B3% | 383%  173% -162%  127%  151%  165%
Real Estate 2485  2do%  ags%  -159% 157% -102%  4813% 1% 26%  3.4% 9b%  429%  265%  45%
Utilities A12% | 303%  176%  9k%  -098% 12%  157%  7h%  8h%  62%  138%  150%  2.8% 6.2%
Telecom 175%  69%  05%  -299% -9§% -34%  -1D%  -60%  5A%  115%  -102%  117%  2.1% 8.4%
Source: Bloomberg, GROW Research
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This document is a general communication and is educational in nature; it is not an
advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or
to participate in any particular trading strategy. Nothing in this document constitutes a
representation that any investment strategy or recommendation is suitable or
appropriate to an investor’s individual circumstances or otherwise constitutes a personal
recommendation. By providing this document, none of GROW or its representatives has
any responsibility or authority to provide or have provided investment advice in a
fiduciary capacity or otherwise. Investments involve risks, and investors should exercise
prudence and their own judgment in making their investment decisions. None of GROW
or its representatives is suggesting that the recipient or any other person take a specific
course of action or any action at all. By receiving this document, the recipient
acknowledges and agrees with the intended purpose described above and further
disclaims any expectation or belief that the information constitutes investment advice to
the recipient or otherwise purports to meet the investment objectives of the recipient.
Past performance is not necessarily indicative of future results. Neither GROW nor any of
its directors, employees or agents accepts any liability for any loss (including investment
loss) or damage arising out of the use of all or any of the Information. Prior to making any
investment or financial decisions, any recipient of this document or the information
should take steps to understand the risk and return of the investment and seek
individualized advice from his or her personal financial, legal, tax and other professional
advisors that takes into account all the particular facts and circumstances of his or her
investment objectives. Any prices stated in this document are for information purposes
only and do not represent valuations for individual securities or other financial
instruments. Different assumptions by GROW or any other source may yield substantially
different results. No representation or warranty, either expressed or implied, is provided
in relation to the accuracy, completeness or reliability of the information contained in
any materials to which this document relates (the "Information"). The Information is not
intended to be a complete statement or summary of the securities, markets or
developments referred to in the document. GROW does not undertake to update or keep
current the Information. Any opinions expressed in this document may change without
notice and may differ or be contrary to opinions expressed by other business areas or
groups, personnel or other representative of GROW. Any statements contained in this
report attributed to a third party represent GROW's interpretation of the data,
information and/or opinions provided by that third party either publicly or through a
subscription service, and such use and interpretation have not been reviewed by the third
party. In no circumstances may this document or any of the Information (including any
forecast, value, index or other calculated amount ("Values")) be used for any of the
following purposes: (i) valuation or accounting purposes; (ii) to determine the amounts
due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument including, without limitation,
for the purpose of tracking the return or performance of any Value or of defining the
asset allocation of portfolio or of computing performance fees. By receiving this
document and the Information you will be deemed to represent and warrant to GROW
that you will not use this document or any of the Information for any of the above
purposes or otherwise rely upon this document or any of the Information. GROW has
policies and procedures, which include, without limitation, independence policies and
permanent information barriers, that are intended, and upon which GROW relies, to

AP\ 1253 4

GROW Investment Group

Disclosures and disclaimer at the back forms part of this report and must be read.

10 / 11



21 August, 2023

manage potential conflicts of interest and control the flow of information within divisions
of GROW and among its subsidiaries, branches and affiliates. For further information on
the ways in which GROW manages conflicts and maintains independence of its research
products, historical performance information and certain additional disclosures
concerning GROW research recommendations, please contact GROW. Research will
initiate, update and cease coverage solely at the discretion of GROW, which will also have
sole discretion on the timing and frequency of any published research product. The
analysis contained in this document is based on numerous assumptions. Different
assumptions could result in materially different results.

GROW specifically prohibits the redistribution of this document in whole or in part
without the written permission of GROW and in any event GROW accepts no liability
whatsoever for any redistribution of this document or its contents or the actions of third
parties in this respect. Images may depict objects or elements that are protected by third
party copyright, trademarks and other intellectual property rights. The key symbol and
GROW are among the registered and unregistered trademarks of GROW. All rights
reserved.
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