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China Market Strategy 27 August, 2023

Policy Combo, Mumbo Jumbo?

2 Jackson Hole shows divergence in global central banks and dyssynchronization in Hao Hong, CFA
global economic cycle. Yield surging to new highs and splitting from gold. A
paradigm shift is afoot, but near term the US sell-off is abating. hao.hong@growim.com
B The market is well versed with the stamp duty cut and its effects. The sentiment Twitter: HaoHong,_CFA
boost from such a cut will be fleeting, but its policy intent should not be unheeded.
P Chinese version:

Economic fundamentals, as reflected in the cyclical asset prices, have so far failed
to respond to policies as they used to. More needs to be done, and will be. (AW Z)

US-China yield gap widens to record.

Jackson Hole has made its name, not just because at its inception it had attracted fishing-
aficionado Paul Volker with its pristine fishing locales, but also because Bernanke
unveiled two of his QEs masterfully at this summit. Not to mention back in 2014 Draghi
stealing the show with his “bazooka” and Kuroda asserting “policy easing not even half
done”. Even the PBoC went into a stimulating mode in 2014, probably due to the
downtrodden property sector after a clampdown in speculation.

That was a time when the central bankers of the world united as Fantastic Four. Now the
economic cycles of world appear desynchronized after COVID, countries are confronted
with different demons to fight. China is on the verge of deflation, while the US is still
reining in inflation. Consequently, the US-China yield gap has widened to one of the
largest on record. And the US 10-year yield has surged to its highest in 15 years (Figure
1).

Figure 1: US/China long yield gap widens to almost all time high, pressuring CNH and stocks.
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Historically, US-China yield gap correlated closely with the RMB exchange rate. As yield
gap widened, the depreciation pressure on the Chinese yuan aggravated (Figure 1). Such
yield difference explains the fluctuations in the offshore RMB exchange rate since we
have data, as well as the direction of the Chinese stock market. After all, the Chinese
stocks are priced in RMB. And for foreign investors, exchange gains and losses are part of
their return.

As the RMB is such an indicator of risk appetite, it is no wonder that the PBOC has
intensified its defense against the Yuan depreciation at around 7.30. And the PBoC is a
formidable player, with the bigger forex war chest of the world at its disposal. During the
past week, it set the RMB reference rate at the largest difference from open bidding, and
had just issued 950-million-yuan worth of RMB bond offshore to mop up the excess RMB
liquidity. This policy combo once again suggests that around 7.30 level should be the
current cyclical low for the RMB exchange rate (Figure 2).

Figure 2: CNY REER is around its cyclical lows, and splitting from FX reserve accumulation.
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A paradigm shift.

Cross-asset prices movements suggest that a paradigm shift is underway. This is shown
by the sudden divergence of prices that used to move in tandem. For instance, after the
Jackson Hole summit, US 10-year yield has surged to fresh new highs since mid 2008, and
has taken out the previous peak we saw in late October last year. While surging long
yields have been headwind for gold price in the past, this time around gold price has
remained resilient, and hovering around its all-time-high (Figure 3).

Figure 3: Gold is breaking away from 10y.
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Such breakdown in correlation between two important asset prices suggests a paradigm
shift. It appears that the US treasury as the anchor of global risk-free rate is being
challenged, as seen in the sovereign rating downgrade by Fitch. And gold as the bedrock
for perpetual credit, as it has been in human history, is starting to shine again.

Meanwhile, we are also detecting other breakdowns in cross-asset correlations. For
instance, the PBoC’s balance sheet expansion, together with the accumulation of China’s
FX assets, seems to have failed to support the RMB exchange rate and China’s long yield
in this cycle (Figure 4). This is consistent with the market’s desperation for policies to
move the market.

That said, consensus may have misunderstood the effect of policy easing on the RMB
exchange rate. Many believe that cutting interest rate would further pressure the RMB.
We beg to differ — it is dichotomy: only when policy easing fail to lift economic growth,
or the expectation for such growth, then easing would mean weaker RMB. Otherwise,
the RMB should strengthen on the back of growth expectations. After all, the RMB is a
cyclical asset and one of the important risk indicators for the market. Why else would the
PBoC defend it with such zeal.
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Figure 4: Cyclical asset prices have failed to respond to PBOC balance sheet expansion for now.
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Stamp duty is cut. Now what?
As we were writing on a Sunday afternoon, there came the news that stamp duty would
be cut half on Monday. Indeed, for the past two weeks the market has been whispering
a stamp duty cut coming soon. And now the regulator has spoken.
Figure 5: Margin trades are showing waning risk appetite.
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That said, the market is well versed with the benefits of a stamp duty cuts. After all, the
rumor has been around, and its effect on stock prices in the short-term is well understood
— when cut, stocks rise in the near term.

However, margin trade as a percentage of total turnover continues to recede from its
recent highs. Historically, this metric has been a consistent market sentiment gauge, and
tends to lead the market by up to three months (Figure 5). As such, since the pre-
announced stamp duty cut has failed to lift the market, its sentiment boost can be
transient, but its policy signal should not be unheeded.

Conclusion

The 2023 Jackson Hole Summit continues to show divergence between the world’s two
most important central banks’ policy choices, as well as the dyssynchronization of global
economic cycle. The US-China yield gap widens to record, heralding a paradigm shift and
looming market risks in the coming months.

In the near term, however, there are signs that the US sell-off is abating, and stamp duty
in China is cut. Rumors about such a cut has been circulating in the market for some time
and its effect on the market is well known. As such, its sentiment boost will be fleeting,
but its policy intent should not be unheeded.

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 25/8/2023  18/8/2023  11/8/2023  4/8/2023  28/7/2023  21/7/2023  14/7/2023  7/7/2023  30/6/2023  23/6/2023  16/6/2023
MSCI Index i
MSCl World 0.52% 282% 083% 49 1.16% 0.17% 3.38% -138% 195% 221% 267%
MISCI DM 0.50% 283 06 3% 096% 036% 321% -3y 200% -203% 2.66%
MSCI EM 0.68% 384% 189% by ita 2.82% 135% g -089% -0.34% | 330%
MSCI China 002% || Saw | [3Bsw  -ofew 283% 8% 040w ]
MSCI AC Asia Ex. Japan o.4j7% %6% -ﬂs% 208% 2.9:3% -Qz% -[%7% -0.;4% e 288%
MSCI Europe 0.72% -226% 0.04% 2% 113% 097% 291% 343% 192% 2% 1.52%
Stock
Us. S&P 500 082% 241% 041% [2d7% 101% 0.69% 240% 6% 235%
Chinese Mainland ~ SHCOMP 247% -180% 31% 0.37% 3.40% %e% 129% 047% 0.13%
SZCOMP 7% 0% 5% 0.92% 2.03% 5% 1.36% 082% 0.46%
HK SAR, China Hsl 0.03% f238% 0% L% [281% 0.14%
Japan Nikkei 225 0.55% 5% 0.87% 3% 141% 047% 0.01% 2% 1.28%
South Korea KOSPI 335% -ﬂm -O.él% -0.46% 0.00% 01% Egm 043%
Germany DAX 037% 183% 015% EX 181% 045% 3% 7% 201%
UK. FTSE 100 1.05% 8% -083% -189% 0.40% 3.08% 2.45% 5% 0.93%
France CAC40 0.91% %0% 0.34% 246% 0.59% 0.78% 9% 3.30%
Bloomberg Barclays Indices
Global 029% 017% 06% 043% 048% 0835 2.45% 086% 0§75 0.96% 036%
China 0.17% -0l2% 0163% -0.43% 0.20% -04a% 1.53% 0.52% -0.78% 1.07% 0.19%
Global + China 0.29% 017% 076% 083% 048% 047% 0.6% 036%
Us. 0.27% -0l30% -0.84% -0/d9% -oﬁo% 0.6% 0.14% 0.20%
Europe 082% 1.05% 0.68% -0ld7% 0.18% ) 0.03% 0.10% 131%
Asian Pacific 041% -0.19% -1.04% 0.39% 3 2.07% 0.82% 087% 13 -0l%
EM 0.53% 14 0.43% 0.10% 0.12% 177% 141% 0.07% 0.20% 0.60%
Treasuries 0.28% 0%1% 3% -1:[!4% -0.37% 4115% ﬂA% 036% 089% 0.19%
Corporate 041% -080% 0.85% -0l61% 047% 0.44% 2.18% 7% 0.06% 0.02% 0.68%
High Yield 0.41% 1.d0% 0.18% -044% 0.26% 043% 226% -060% 0.63% -080% 0.89%
Commodity
Bloomberg Commodity Index L18% -137% 033% 1% 0.97% 153% 263% 043% 045% -2%6% 4.14%
Energy 0.05% -2l69% 3.07% 118% 3.50% 4.02% 138% 1.19% 131% -206% 5.72%
Natural Gas 043% -Eam 10.13% 2034% -2084% 7.00% 187% ) -176% 4.01% 5%
WTI Crude 049% 202% 0.37% 278% 455% 230% 2.10% 4.22% 211% k2% 2.30%
Brent Crude 049% 247% 0.40% 220% 4.30% 168% 187% 4.06% 1.89% ﬂs% 2.46%
Heating Oil 3.73% 0.37% 192% 381% 7.74% 5.74% 186% 4.09% 3.16% 6% 5.90%
Unleaded Gasoline ~ 1.33% -385% 5.40% -382% 4.75% 6.75% 2.93% 1.88% 3.99% 4% 3.78%
Precious Metal 248% 1% 20485 184 044% 0.42% 3.09% 0.39% 04s% %1% 041%
Gold 1.22% -155% -ﬂm -1&9% -0.&7% 0.11% 163% 0.16% 0.1% 2fi1% 0.30%
Silver 6.60% 0.10% 3% 348% 15% 145% 8.18% 117% 200% .[k -118%
Industrial Metal 1.65% 1.49% -39% 1.45% 3.16% -237% 4.30% -0.07% -1.%4% 3.84% 2.96%
Copper 1.16% 041% 381% -150% 2.84% 2082% 3.99% 0.60% 7% 23% 2.58%
Aluminum 0.53% -ﬂo% 1%7% 0.14% 0.70% -;gs% 5.95% 9% 0.13%
Zinc 3.67% 3% 8% 0.16% 5.39% -285% 3.19% 2% 3.05%
Nickel 3.05% 041% -E%s% Jﬂo% 7.33% 494% 387% 8.76%
Agriculture 169% 0.25% 0.89% -378% 141% 3.00% 289% -2083% 7.18%
Grains 0.26% 1.20% -150% 645% -0.[;6% 3.58% 3.25% 0.10% 1032%
Softs 361% 380% 121% 042% -284% 2.24% 140% - 5% 0.07%
Livestock 0.00% -o.gs% -1.36% 0.49% -o.ga% 0.02% L67% 0.90% 3.58% -0.15% 229%
Live Cattle 1.31% -1.38% -0.86% 1.84% -1.26% -0.40% 1.50% -0.30% 3.75% -o.s{s% -0.07%
Lean Hogs -2080% 0.98% 2[1% -2[39% 0.92% 0.78% 196% 275% 3.26% -1i0% 6.95%
Foreign Exchange
US Dollar Index 0.68% 0.52% 081% 0.39% 0.55% 1.16% @52% 0.01% 0.65% [137%
USDCNY 0.04% 0.62% 093% 0.34% 084% 0.64% 0l39% 103% 0.74% 0.05%
MSCI EM Currency 0.54% 087% 0d8% f089% 0.29% 3% 0.07% 0d9% 0843 0.62%
USDHKD 0.18% 0.19% 0.08% 0.19% 6% 0.03% 041% 0.00% 0.13%
JPYUSD 0.72% 0.30% 6% | 0.43% -0fdo% 6% 0.42% 133%
EURUSD 0% O0ko% k% -049% @%7% 0.53% 0.1% 9%
GBPUSD 133% 0.30% -042% -079% 0.42% 1.07% 0.49% -080%

Source: Bloomberg, GROW Research (Updated on 26/08/2023, same below)
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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 10/7% 1608% 14B% 24lo% afl2%  21k%  56% -ab%  24%  208% 134%  dh%  10l%
MSCI DM 119% 201% 141%  250%  -10/4% 5.3% -37% 29% | 240% 132%  7B%  9.6%
MSCI EM 1.5% -46%  158% 154%  -16/6% 86% | -170% -41@% -sﬁ)% 151%  -204% 164%
MSCI China 8% 224%  267% 204% | -2003% 1% -1%1% 47%  04%  187% | -20M% | 2.6%
MSCI AC Asia Ex. Japan -1.b% 6%  225% 154%  -164% 29%  -A43%  23% 0% = 194%  -192% 17.0%
MSCI Europe 6.5% 2% s 220%  -131% 05%  55%  41%  164% 134% -1009%  8.0%
Stock
us. S&P 500 1477% A94% 260% 168% 28l9% -6b%  194%  95%  -07% 114% | 29/6% 134%  0.0%  128%
Chinese Mainland  SHCOMP oB%  A81% 48% 139% 223% |246% 66% -133% w sh% 3% -2%7% 143%
SZCOMP 4% | 219% 86% | 352%  359% 3b%  -17% 33.8%  200%  1J% 7.5%
HKSAR, China  HSI 9b% -155% -1l1% -34%  9.1%  -136% | 360%  04%  7h%  13%  29%  220% -2000%  5.3%
Japan Nikkei 225 212% -34% 49% 160% 180% -131% 191% 04%  91%  7.1% 229% 7% -30%
South Korea KOSPI 12/6% | 249%  3.6% | 308% 7.9% -1B3% 218% 33% 24%  -48%  0.7% 9.4% -1L0% 21.9%
Germany DAX 123% -1%3% 158%  35% | 255% -183% 1255%  69%  9.6% 2% | 255%  29{1% -1%:% 1611%
UK. FTSE 100 k% 09%  148% B3%  120% 125% 76%  144% 4b%  2f%  144%  58%  Sk%  9.0%
France CAC40 117% ob% | 280% -7h% 264% -1flow 93%  49%  85% -05% 180% 150% -170% -3B%
Bloomberg Barclays Indices
Global 0.4% 2% 9.3%  68% 1b%  74% 21% 3b% 06% 2b% 43% 56% 55%
China 0b%  3h% 98%  34%  35%  62%  SR%  39%  80%  13%  51%  99%  64%
Global + China 01% | -1 92%  66% -0b%  73% 17% 2b%  09% -zi% 43%  58%  56%
us. 0.4% 75% 8%  00%  35% 26% 05%  60% 2% 432%  18%  65%
Europe 3.0% 13u% | 41%  -4h% 0.3% % -g%% 6.8% |12i5% | -0.
Asian Pacific $B% 66%  37%  27%  52% 53% -0b% -6B% de% -7b% 7.
EM 2.5% 65% a3l 2b% | 82%  9.9%  13%  48% -2%% 7.
Treasuries —1.b% 9.5% 5.6% -0.4% 7.3% 1.9% —3[!3% —O.k% -48% 1.8% 6.
Corporate 26% 104% 115% -3b%  91%  43% -3%:% 31%  03% | 11D%  43%  58%
High Yield 6.0% 7.0% | 12i6%  -4h% | 1014% B%. 2%  00% | 7.3% 31% 8%
Commodity
Bloomberg Commodity Index 6% ; sd%  adlow 0% 11b%  -247% adow  -ok%  -1hw  -13a%  16i%
Energy -1§i5% ﬁ 94% 14la%  sbw  159% -%9% 394% s51% ohw -16o% -1d7%
Natural Gas jo 385% -24% | -370% 100%  -4000% -3007% 4.9% = -30,7% 1% 7%
WTI Crude 0.1% 4 1% 200% 41%  67% | -4dla% -57% 68% -illsx 3% 3%
Brent Crude 0.3% 327% -16/6% 13D% 250% | -456% -AB6% | 7.2%  75%  168%  113%
Heating Oil 8.1% 20% -A74% 139% 330%  -429% -%s% 03%  54% 106%  82%
Unleaded Gasoline  212% 415% 297% 18%  6.1% -127% | -4318% 19%  25/6% 144% 1219%
Precious Metal 0.5% 146% -6h%  99% 9% -1ils% -6f%  -308% 62%  45% | 4255%
Gold 1.4% 1506% -4f%  117%  74% -1009% -18% -287% 6.0%  9.6%  285%
Silver -133% 1115% -1%9% a8% 13k% -1dsw -20ls% | -367% | 7.0% -1%2%
Industrial Metal -147% 47% 2B1% 281% 195% -269% -6b% -137% 06% -243% 161%
Copper -2§z% 50% 208% 2800%  154% -252% -1%16% -8&}3% 49% -2%5% 2914%
Aluminum 135%  -16/8% sB%  -185% 290% 94%  -230% -341% -208% -4h% 287% 52%
Zinc -;%4% -1%73% 3by%  2do% 285% [Selonll 28l0%  3.5% -ﬁ)% 8.9% —2%8% 9lo%
Nickel 326%  43.7% 298% -180% 244% 115% | -427% 73% -201% -103% -247% 32.0%
Agriculture 9% 130% 00% dsw -aflow  18%  -157% -9&[3% -133% 39% -144%  383%
Grains -1(ﬂbo% 156% 3p% 7w 131%  ebw  -185% -olu%  -189% 1801% -145%  304%
Softs 1356% -sﬂ:% 21% | 28ls%  aslen 128% »sg% ad1%  -a6lew  -28s%  -1dlo% [59i7%
Livestock 3.0%  5.3% 8%  -36% 54% -5b% -189% 115% -36%  -36%  -24%  9.4%
Live Cattle 156%  2.6% 09% 06% 81% 7% -4l3%  2200% shw  -abw  -10%  148%
Lean Hogs A73%  108% -2009% -1:57% 18%  3B%  -281% -4b%  20%  -3p%  -4b%  0.3%
Foreign Exchange
US Dollar Index 05% = 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 1.0%  -dB% 31%  -3B% 35%  7h%  4B%  -1b%  ss%  -2k% | 7.4%
USDHKD 05%  0.1% 05%  0.2% 01%  04%  00%  00%  -02% -00%  02%
JPYUSD 11;7% T13/9% abw 2% ab%  obw% 04w [i3b% 1289 -shw [Mids%
EURUSD 09%  5B8% 2b%  -abw [aahul| -3bw -%42% 0% 42%  18% -3%% 65%
GBPUSD 41%  -107% 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)
25/8/2023 18/8/2023 11/8/2023 4/8/2023 28/7/2023 21/7/2023 14/7/2023 7/1/2023 30/6/2023 23/6/2023 16/6/2023

S&P 500 GICS Groups Index

$&P 500 GICS Groups Index 082% 211% 031% 2.27% 101% 069% 242% -1.16% 235% -139% 2.58%
Info. Tech. 257% 0.82% 287% | A 1% 0.08% 279% 146% 293% 203 | aam |
Industrials 028% 250% 053% 179% 0.56% 088% 222% -1.04% 387% -165% 2.95%
Materials 0.08% 237% -1.00% 2.03% 181% 058% 248% 2.01% 3.96% -1.96% 332%
Consumer Staples 0.76% 2.40% 030% -1.90% 0.72% 1.60% 1.20% -1.09% 056% 0.45% 197%
Health Care 0.14% 157% 246% -2.09% 0.85% 3.46% 203% 287% 0.56% 024% 140%
Consumer Discretionary 113% 0% 099 0.23% 121% 2.28% 331% 033% 248% 0.02% 315%
Financials 005% 280% 0.02% 0.83% 0.24% 2.96% 1.96% 0.46% 293% -2.00% 119%
Energy 137% -1.66% 354% 115% 168% 353% 0.58% 067% ﬂ 0.71%

Real Estate 0.71% 3.24% 083% -2.20% -1.80% 051% 263% 021% 119%
Utiiies 0.26% 201% 0.84% -2.10% 240% 226% 0.20% 0.69% -2.59% 129%
Telecom 098% 274% 033% 285% 3.01% 3.36% 032% 037% 0.76% 213%

Shanghai Stock Exchange Sector Inde
Info.Tech. 392% 261% osa% s 170% 101% 3.60% -160% 473%
Industrials 252% 3.42% 056% 2.66% -219% 145% 0.41% 0.89% 212% 283%
Materials -1.03% 269% 2.25% 051% 271% 057% 3.45% 0.44% 060% 3.60% 182%
Consumer Staples 087% 176% 333% 042% 573k 021% 205% 024% 351% 373%

Health Care 2.10% 153% 171% -2.92% 358% -1.07% 046% 147% 149% 3.90% 153%
Consumer Discrentionary 282% 315% 3.59% 073% - 1.23% 039% 043% 0.27% BRI
Financials 0.99% -1.09% 363% 058% 2.07% 131% 033% 072% 3.23% -131%
Energy 023% 1.27% 0.09% 2.27% 1.02% 363% 0.13% 235% 188% 231% 0.90%
Utiiies 230% 0.26% 217% 143% 0.30% -2.05% 0.58% 0.01% 212% 052% -4.03%
Telecom 0.69% 2.82% 2.80% 217% 0.00% 2.86% 468% 2.05% -1.94% 4.29% 053%

Hang Seng Sector Index
Info.Tech. 0.21% 531% 287% ose% 063t 3z O 031 -157% r
Industrials 2.45% 5.66% 3.64% 2.96% 4.69% 3.23% 2.97% 2.09% 3.82% 5.05%
Materials 221% 6.00% 207% 0.79% 248% 097% - 0.49% -0.08% 6.48% 247%
Consumer 043% 445% 2.92% 035% 413% 1.85% 358% 063% | 685%  54%
Financials 0.86% 5.65% -266% 257% 3.75% 0.69% 351% 5.25% 103% 3.40% 019%
Energy 1.10% 3.30% 142% -1.95% -1.13% 083% 5.10% 0.76% 257% 5.37% -4.02%

Real Estate 0.22% 5.78% -4.66% 325%  [ESGRI  -079% 118% 3.39% 193% | 69%% | 136%
Utilties 352% 481% 0.41% 2.09% 200% 2.14% 3.48% 4.28% 213% 337% 0.13%
Telecom 062% 3.44% 1.56% 0.88% 003% 098% 215% 0.85% 239% 281% 261%

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 147% 18l4% 269%  16B%  289% -6p%  1944%  95%  0p%  114%  29%6%  134%  00%  1218%
Info. Tech. 37.9%  -289% = 334% 1p% | 360% | 120%  43%  182%  262%  131% 3% 94% |
Industrials 8d%  Th%  194%  9.0% | 268% -180% 1855%  161%  -4b%  7.5% | 376% | 1255%  2b% | 239%
Materials 38% 1% 250%  1801% 219% -1614%  214%  142% -1dla% 4% 220%  120%  -aflew  19i9% |
Consumer Staples 2h%  3p%  156%  76%  240% ail2%  105%  26%  38%  129%  227%  7.5% 1055%  107%
Health Care 20%  -36% | 242%  114% 187%  47% = 200%  -4k%  52%  233%  387%  152%  102% 0%
Consumer Discretionary 2911% 237%  321%  262% -05%  212%  43%  84%  80% | 4L0%| 219%  44% | 250%
Financials 1% 3215% 4&1% 290% -187% 200%  204%  -35%  131% | 332%  2683%  -184%  10/8%
Energy 0b% 3% 7.6% -205% -3B8%  237% -136% -100% = 223% 2.3% 2.8% 17.9%
Real Estate 17% slp% | 249% sb%  73%  0.0% 12% | 264% @ -15%  162%  7.9% | 2810%
Utilities 10:3% 0% -z{s% 222%  05% 83%  120%  -8M% | 243%  8.8% 20% 148%  0.9%
Telecom 3816% 205%  222% 309% -184% 6b%  178% 7% 1b%  65%  1255%  048%  1253%
Shanghai Stock Exchange Sector Index :
Info.Tech. 32% [\B71% | 00%  225% | 654%  341%  -ab% | -2609% 6000% 365%  468% -141% [DE92% 270% |
Industrials Alla%  A83%  148%  253%  137% —ng% 55%  -150% 1077% | 680% @ -3D%  -4B% | -325% @ -ab%
Materials 3% | 2dla%  159%  22i7%  20l0% | 30a%  273%  7k%  -10%  389%  280%  9.1% 3501% 3b% |
Consumer Staples 143%  -16,0% -st% 8116% 475% -133% 438% 1%  241%  151%  7.0% 45%  221%  127%
Health Care ataw  227%  -8B% | 574% 243% | 264% 182% -1ll4%  458%  63%  326%  103% | -312%  338%
Consumer Discrentionary 111%  -160% jf% 81i6%  475% -1%3% 438%  14%  241%  154%  7.0% 45%  221%  127%
Financials 21% % A27%  3D%  2906% -1%4%  234% -7%% of% [Wedlow! ob%  200%  -13j9% | 26i8%
Energy 18%  164%  296% -U3% 24% | 263% 64%  -30% -130% 24l0% [330% -4B% | 285% -109%
Utilities 28%  A53%  394%  -3B%  34% -1B1%  3p% | 2005%  62% | 730% -1p%  34%  -172%  -168%
Telecom 1707%  -105%  9.2%  6b%  299% | 2018% | 121% 7% | 5610%  346%  30l6% | -20i8% 4.6%
Hang Seng Sector Index
Info.Tech. -e‘!z% -zﬂ1% -3ﬂ3% 69/6%  23.7% -ZQS% 923%  182% 22]3% s.$% 700%  365%  -186% -7}3% ‘
Industrials 249%  21%  -188% aslow  157%  -102%  4818% 8% 26%  31%  ob%  429%  -26/5%  45%
Materials 08% -152%  94%  30l0% 0% | 295% 305%  210% -87% -14%  -2d9%  81% -4%4% | 4.4%
Consumer Goods g ofhe  190% 2M1% siB%  eb% e i 11b%  104%  243%  93% | 1166% N6
Consumer Services ° °67%  -236% 397% 36%  23l9% -30l5%  40i%  22p%  -2006%  253% = 70i6%
Financials 8% 5b%  6B%  6b%  7.5% -148% 312%  3h1%  1000%  7.6%  30%  242%  2416%  -0.0%
Energy 174%  173%  205% | 337%  4l% 2%  114%  143% | 383% 3% 6% 127%  -1s1%  165%
Real Estate 280%  212% -1g8%  -159% 157% -1002%  488%  -1B%  2B%  31%  9B%  429%  265%  4.5%
Utilities -14a%  303%  17)6%  -ol%  -09%  13%  157%  7P%  8h% 6%  138%  150% 2.8% 6.2%
Telecom 182%  69%  05% | -209% -9F% -3h%  -1D%  -6D%  5A%  1155%  -1002%  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
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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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