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Summary of economic outlook

B After the announcement of weak Q2 GDP growth figures, we expect the GDP growth rate for 2022

to be +4.2%, much lower than the government target at 5.5%.

B However we maintain our view that China’s economy has already bottomed out in April and already

entered the recovery phase.

(note) unit is yoy growth rate if not exclusive indication; unit for interest rate is %
Bloomberg consensus figures are as of 26 Jul 2022

(source) SMDAM HK, CEIC and Bloomberg

Note: The aboveviewsrepresent SMDAM’sforecast asat the date of thispresentation and may be
subject to change without notice. Those do not guarantee future trendsorresults.
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(%) Bloomberg consensus
2021 2022 2023 2021 2022 2023 2022 | 2023
(f) (f) 10 2Q 3Q 4Q 10 2Q Q) 44l | 1Qf 20 3G 4QF

real GDP 8.1 42 2 18.3 7.9 4.9 4.0 4.8 0.4 51 6.0 54 58 449 50 40 1 52
consumption | 10.0 23 78 | NA. NA NA NA | NA T NA NA NA | NA NA NA NA | |7 NA | NA |
investment 2.7 6.8 34 NA NA NA NA NA NA MNA MA, MA, MA MA MNA MA MA
external demands (contribution}) 1.7 0.1 -0.3 NA NA NA NA NA NA MNA MA MA MNA MNA MNA MNA P NA
industrial production 9.6 4.9 4.6 245 8.9 4.9 4.1 6.5 0.7 4.9 53 4.8 6.2 4.6 46 45 1 54
PPl inflation 8.1 6.0 15 23 8.3 9.7 12.2 8.7 6.9 55 33 14 049 14 22 58 15
CPl inflation 0.9 25 2.0 0.0 1.1 0.8 1.7 1.1 23 30 30 30 27 20 2.0 23 i 23
Tdays reverse repo (end of period) | 2.20 210 210 2.20 2.20 2.20 2.20 2.10 2.10 210 2.10 210 210 210 210 210 | 210
1Y MLF (end of period] 2.95 2.85 2.85 2.95 2.95 2.95 2.95 2.85 2.85 2.85 2.85 2.85 2.85 285 285 285 2.85
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Key charts: Economy is weak but has bottomed out

Economic Growth Decelerated in 2Q22
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Bank Loan Growth To Pick Up In 2H22

1(; YY) China Money (stock basis)

*TSF: Total Social Financing

Source: CEIC
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Key charts: Pandemic phase concluding /2

Pandemic Phase Disappeared

China New Infection Toll
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Key charts: Pandemic phase concluding %2

B Central government started to limit local governments’ excessive epidemic control measures in
June

B Removal of asterisk mark in the communication itinerary card on 29 June is highly symbolic

Health code & Asterisk Mark In ltinerary card

Health Code ltinerary Card with Asterisk Mark
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No entry or at least 14 day quarantine
(Note) The Asterisk Mark w as discontinued and the
quarantine period w as shortened to 7 days in June 2022.

Source: Generated by SMDAM Research, based on National Health commission, MIIT, CDC press release, National
government service platform
Note: The imagesabove are forillustrative purposesonly.
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China A-Share Equity Market Outlook — June 2022

Current 2022 Apr-Jun 2022 Jul-Sep 2022 Oct-Dec 2023 Jan-Mar 2023 Apr-Jun
This Month 2022/6/27 Range Target Range Target Range Target Range Target
CSI300 4,444.26 - - - 4,290 6,24q 4,587 4,290 6,240| 4,615 | 4,290 | 6,440| 4,810] 4,290 | 6,440| 4,793
Return (Local CCY) 3.2% 3.8% 8.2% 7.8%

2022 Apr-Jun 2022 Jul-Sep 2022 Oct-Dec 2023 Jan-Mar 2023 Apr-Jun

Previous Month| 2022/5/26 Range Target] Range Target Range Target Range
| 3,930 |6,240| 4,329 | 4,290 |6,240| 4,650 | 4,290 6,240 4,625 4,290 | 6,440/ 4,810

csi300 | 3,989.17

Range Target
4,290 |6,440| 5,005

Return (Local CCY) 8.5% 16.6%

15.9% 20.6% 25.5%

Outlook: Continuedvolatilityand resumption of upward potential post-earnings growth consolidation

Comments

Risk

1. Current FY22 earnings forecastfor CSI300 is +8.06% (+9.91% on 26 May).

2.Current TTM P/E = 12.2x againstthe 10-y average level 0f 12.2x.

3. Our base case remainsthe same with a long term positive view on China A-share
supported by rising earnings outlook amid relatively ample liquidity, despite subdued
near-term sentiment.

Upward  [Stability and pro-growth return as top priority.
(10% Prob.) |More supportive measures beingrolled out.

Domestic growth weaker than expected due to
Downward [COVID resurgence.

(10% Prob.) |Deterioration of Sino-US relationship in many
aspects under the current rhetoric.

Change of outlook and underlyingrationale

Index target change was largely set to reflect downward earnings revision.

Source: SMDAM
Note: The above viewsrepresent SMDAM’sforecast asat the date of thispresentation and maybe subject

to change without notice. Those do not guarantee future trendsor results.
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Outlook for China A-Share Equity Market (CSI300)

B Chinese companies have exhibited solid corporate earnings
B Current profit growth trend is expected to continue
B Comfortable valuations which have mostly priced in bearish news
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Source: Bloomberg, SMDAM

Note: The above viewsrepresent SMDAM'sforecast asat the date of thispresentation and may be
subject to change without notice. Those do not guarantee future trendsorresults. SU m itomu M iTSLIi DS ASSEt MEHHQEI’I‘]EHT



12 month forward EPS forecast for CSI300

B Chinese companies’ corporate earnings are expected to recover from the latter half of 2022
toward 2023, on the back of economic support measures

12 Month Forward EPS for CSI300
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subject to change without notice. Those do not guarantee future trendsorresults. SU m itomu M iTSLIi DS ASSEt MEHHQEH‘]EHT



Earnings revision index* for CSI300

* (Number of upw ard revisions — dow nw ard revisions) /
Number of companies with earnings forecast

B Downward revision trend of Chinese companies is expected to end in Q2 2022

Earnings Revision Index for CSI300
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Earnings multiples® for CSI300

* Price-to-earnings ratio based on 12 month forw ard EPS

B Economic policy measures and the improvement of the earnings revision trend will support
the China A-Share Equity market.

Price-to-earnings ratio for CSI300
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Note: The above viewsrepresent SMDAM'sforecast asat the date of thispresentation and may be
subject to change without notice. Those do not guarantee future trendsorresults. SU m itomu M iTSLIi DS ASSEt MEHHQEMEHT



Supply and demand balance (Stock Connect Flow)

B Russian invasion of Ukraine led to surge in investors’ concerns over geopolitical risks

B Demonstrated by large money outflow from Mainland market in March 2022, but Stock
Connect flow has recently returned to positive territory

Stock connect flow from Hong Kong
to Shenzhen/Shanghai

1,000
(100 million RMB)
800

600

40
20| | |‘ I|‘
o I I_| I II III II

o

o

-200

-400 R S

\
N

) JE

-

-600

-800

20.01 20.04 20.07 20.10 21.01 21.04 21.07 21.10 22.01 22.04

(yy.mm)
Source: Bloomberg, SMDAM

b Sumitomo Mitsui DS Asset Management 11



Topic: Accelerating policy support measures

Area Authority in charge

Overall Economy

Renewable Energy

In late May, Prime Minister Li Kegiang in charge of China’s economy, instructed more than
100,000 government officials to immediately implement economic stimulus measures

Specifically, he stressed the need to monitor the implementation status of policies in all areas

of every region

Various economic support measures announced successively in June

Policies are aimed at the Communist Party Congress scheduled for this fall

Congress is held once every five years and constitutes the most important meeting in China

Important economic support
measures announced in June

Ministry of Industry and
Information Technology

National Development and
Reform Commission

Consumption Local Governments
Infrastructure Local Governments

Fiscal Policy Ministry of Finance
Automobile Shanghai City

PO China Securities Regulatory

Commission

Source: Media reports, SMDAM

Clarified a policy to study and implement policies that contribute to stable growth exceeding
"ordinary disciplines"

Instructed the development of renewable energy sources

Removal of the ban on cross-provincial package tours (Hubei and Liaoning)
Large-scale infrastructure investment plan by Guangzhou

New policy measures including front-loading of economic support measures
Implementation of new 100,000 yuan subsidy for purchasing EVs

Support for new listing of domestic companies on Hong Kong market and overseas listing of
platform companies

b Sumitomo Mitsui DS Asset Management 12



Related stock example: “Greening” development patterns
LONGi Green Energy Technology (601012 CH)

Company profile

B One of the largest solar module manufacturers in China, with best-in-class technology

B In September 2020, President Xi Jinping declared that China aimed to reduce CO2 emissions by 2030 and
become carbon neutral by 2060

B Globaltrend towards decarbonization is a tailwind for China as it is home to world-leadingcompanies in every
stage of the solar power supply chain

Global volume of newly installed

. Stock price and EPS
solar power generation systems
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Source: Longi Green Annual Report, SMDAM Source: Bloomberg, SMDAM

Note: Thispage issolely forthe purpose of showingan example of ChinaA Shares. SMDAM doesnot
intend to recommend any specific stocks. Thispage issubject to changewithoutprior notice. 5umit0mu MiTSUi DS ASSEt MEHHQEMEHT 13



Appendix — Risk factors'?: uncertainty in real estate market

B China Evergrande crisis has still weighed on China’s Real Estate market
B Shimao, another leading developer, has recently defaulted on its debt
B Real Estate represents the biggest risk for China

Real Estate Statistics GFA* Sold (YoY)

*GFA: Gross FloorArea
120%

100%

Year-on-year Apr2022 May 2022 .
Real Estate Investment -10% -8% 60%
GFA Sold -39% 329%
20%
Transaction Amount -47% -38%

0%
Land Sales Value -28% -40% -20% \/\/\/\/
-40%

Source: National Bureau of Statistics, SMDAM
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Source: National Bureau of Statistics, SMDAM (yyyy/mm)
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Appendix — Risk factors?? : weaker employment environment and
consumer spending slump

B Risk that the recovery in consumer sentiment, which has been negatively affected by
China’s lockdown measures, will require an extended period of time

B Employment stability is one of the top priorities for the government

Retail sales and unemployment rate
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Disclaimer

Please read this disclaimer carefully.

® This material is for non-Japanese institutional investors only.

® The research and analysis included in this report, and those opinions or judgments as outcomes thereof, are intended to introduce or
demonstrate capabilities and expertise of Sumitomo Mitsui DS Asset Management Company, Limited (hereinafter “SMDAM?), or to provide
information on investment strategies and opportunities. Therefore this material is not intended to offer or solicit investments, provide
investment advice or service, or to be considered as disclosure documents underthe Financial Instruments and Exchange Law of Japan.

® The expected returns or risks in this report are calculated based upon historical data and/or estimated upon the economic outlook at present,
and should be construed no warrant of future returns and risks.

® Past performance is not necessarily indicative of future results.

® The simulated data or returns in this reportbesides the fund historical returns do not include/reflect any investment management fees,
transaction costs, or re-balancing costs, etc.

® The investment products or strategies do notguarantee future results nor guarantee the principal of investments. The investments may
suffer losses and the results of investments, including such losses, belong to the client.

® The recipient of this report must make its own independent decisionsregarding investments.

® The opinions, outlooks and estimates in this report do not guarantee future trends or results. They constitute SMDAM'’s judgment as of the

date of this material and are subject to change without notice.

The awards included in this report are based on past achievements and do not guarantee future results.

The intellectual property and all rights of the benchmarks/indices belong to the publisher and the authorized entities/individuals.

® This material has been prepared by obtaining data from sources which are believed to be reliable but SMDAM can not and does not
guarantee its completeness or accuracy.

® All rights, titles and interests in this material and any content contained herein are the exclusive properties of SMDAM, except as otherwise
stated. It is strictly prohibited from using this material for investments, reproducing/copying this material without SMDAM'’s authorization, or
from disclosing this material to a third party.

Registration Number: The Director of Kanto Local Finance Bureau (KINSHO) No.399
Member of Japan Investment Advisers Association, The Investment Trusts Association, Japan and Type II Financial Instruments Firms Association
© Sumitomo Mitsui DS Asset Management Company, Limited
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