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Quarter’s Highlight : Bottoming Out Traffic

B After the abolishment of Zero-Corona Policy, city traffic is bottoming out.

Subway Passenger Volume (Top 10 Cities™) (7DMA™)

Traffic Congestion Index™*: 99 Cities (7DMA)
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(Source: Wind, SMDAM) (As of 121" January, 2023)

* Top 10 Cities: Beijing, Shanghai, Guangzhou, Chengdu, Nanjing, Wuhan, Xian,
Suzhou, Zhengzhou, Chongging
** 7DMA: 7 days moving average
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(Source: Wind, SMDAM) (As of 12" January, 2023)

*** Urban citizens’ actual travel time per trip divided by travel time at free-flow status with

no traffic. The higher the index, the more time people spend due to traffic delay.

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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Quarter’s Highlight : Service Inflation to Accelerate

B Zero-corona policy had caused service inflation to decelerate.
B Service inflation should accelerate after the zero-corona policy was lifted.

B Higherinflation should cause a positive factor for nominal GDP outlook

CPI Inflation
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(Source: CEIC, SMDAM) (As of 10" January, 2023)

Note: The aboveviewsrepresent SMDAM’sforecast asat the date of thispresentation and may be

subject to change without notice. Those do not guarantee future trendsorresults. b Sumitomu MitSUi DS ASSf_‘t MEHHQEMEHI’



Quarter’s Highlight : CNY to Appreciate

B Givensoftening USD trend, CNY is likely to appreciate against USD.

B Capital inflow into China should support CNY’s appreciation scenario

USD & CNY

——— CNY against USD (Ihs)
---- U.S. Dollar Index (rhs)

740

7.20

7.00

6.80

6.60

A r:‘w |
6.40

620 1 1 1 1 1 1 1 1 1
Jan/16 Oct/16 Jul/17 Apr/18 Jan/19 Oct19 Jul/20 Apr/21 Jan/22 Oct/22

(Source: CEIC, SMDAM) (As of 10" January, 2023)
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Note: The above viewsrepresent SMDAM'sforecast asat the date of thispresentation andmay be
subject to change without notice. Those do not guarantee future trendsorresults. SU m itomu

Mitsui DS Asset Management
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China Economic Outlook

B Withoutzero-corona policy, our economic growth forecastis higher than consensus.

B Consumption rebound should lead the economy.

B \We expect one-time rate cut in late Mar 2023.

B Given softening USD trend, we expect CNY to appreciate against USD further

Chmma Economic Outlook

Consensus
2021 2022 2023 2024 1Q22 2Q22 3Q22 4Q22§ 1Q23 2Q23 3Q23 4Q23§ 1Q24 2Q24 3Q24 4Q24 2023 2024
(F) (F) i (F) (F) (F) F) ¢ (F) (F) (F) (F)

Real GDP (%) 8.4 3.0 53 5.2 4.8 0.4 3.9 2.9 2.5 6.2 59 6.2 6.2 51 49 4.9 51 50
Consumption 10.0 1.9 7.5 7.0 NA NA NA NAE NA NA NA NAE NA NA NA NA NA NA
Investment 2.7 3.8 45 4.3 NA NA NA NAE NA NA NA NAE NA NA NA NA NA NA

_Net exports (contribution) | 17 05 05 03] NA NA NA NA NA NA NA NA NA NA NA NA | NA NA

Nominal GDP (%) | 134 53 73 72( 89 39 61 35 41 82 80 85 84 71 67 68 | NA NA

GDP deflator (%) 4.8 24 2.0 2.0 4.0 3.5 21 0.2§ 1.6 2.0 2.1 2.3§ 2.2 2.0 1.8 1.9 NA NA

Industrial production (%) 9.6 3.6 49 5.0 6.5 0.7 4.8 2.7§ 1.8 6.0 55 6.1 5.8 4.8 47 4.7 5.0 49

PPI1 (%) 8.1 41 0.9 0.9 8.7 6.9 25 11 0.2 0.8 1.2 1.5§ 1.2 1.0 0.7 0.7 0.6 1.7

CPI (%) 0.9 2.0 24 2.2 1.1 2.3 2.7 1.8 2.0 2.3 24 2.7 2.4 2.2 2.1 2.0 2.3 2.2

7 days reverse repo (%) 220 200 190 190 210 210 2.00 2.00§ 190 190 1.90 1.90§ 190 190 190 190 200 2.00

1Y money lending facility (%) 295 275 265 265 285 285 275 2.755 265 265 265 2.655 265 265 265 265 275 275

USD/CNY 636 690 640 620 635 670 712 6900 670 660 650 6.40] 635 630 625 6.20 6.70 6.50

(Source: CEIC, SMDAM) (As of 20" January, 2023)

(note) Interest rates & foreign exchange rates are the ones at end of period. Other indicators are year-on-year growth rate.

Note: The aboveviewsrepresent SMDAM’sforecast asat the date of thispresentation and may be
subject to change without notice. Those do not guarantee future trendsorresults. 5umitﬂmn MitSUi DS ASSf_‘t Managtment 5



Outlook for China A-Share Equity Market (CSI300)

B (A) Strict COVID control and (B) Lackluster property market dampened CSI300 in 2022.
B Our base case assumes a market recovery in 12 months timeframe supported by improving earnings growth.

CSI300
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(Source: Bloomberg, SMDAM)(Date: As of 20th January, 2023)

Note: The above viewsrepresent SMDAM'sforecast asat the date of thispresentation andmay be
subject to change without notice. Those do not guarantee future trendsorresults. SU m itomu M iTSUi DS ASSEt MEHHQEH‘]EHT 6



12 months forward EPS forecast for CSI300

<

B Chinese Corporate Earnings remained under pressure throughout 2022.

B Due to low base and COVID policy adjustment, higher growth is estimated for 2023.

CSI300 12M Forward EPS
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(Souce: Bloomberg, SMDAM ) (Date: As of 20th January, 2023)

Note: The above viewsrepresent SMDAM'sforecast asat the date of thispresentation andmay be
subject to change without notice. Those do not guarantee future trendsorresults.
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Earnings multiples® for CSI300

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

B 12 months forward PER stands at 12.2 times, which is almost in line with long term average.

B We expect there still remains upside for multiples given clearer economic growth outlook going forward.

Price to Earnings Ratio for CSI300
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(Source: Bloomberg, SMDAM )(Date: As of 20th January, 2023)

Note: The above viewsrepresent SMDAM'sforecast asat the date of thispresentation andmay be
subject to change without notice. Those do not guarantee future trendsorresults.
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Stock Connect

B Stock Connectflowin recent months saw inflow toward Mainland China Market.

B Market sentiment has turned positive due to abolishment of Zero-corona Policy and improving economic outlook.

Stock Connect flow from Hong Kong to Shenzhen / Shanghai

(100 million RMB)
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Note: The above viewsrepresent SMDAM'sforecast asat the date of thispresentation andmay be
subject to change without notice. Those do not guarantee future trendsorresults. SU m itomu M iTSLIi DS ASSEt MEHHQEH‘]EHT 9



Monitoring Point: Policy Support

B Various policy supports play pivotal roles for strong economic recovery.

Policy Supports Announced in January 2023

Property Bloomberg reported that China is planning to relax restrictions on borrowing for property developers.
Property PBOC announced to relax [ Three Red Line Policy] in the property sector.
Property Vice Premier Liu He stated in the World Economic Forum that Property Sector is the pillar for the economic growth.

Internet China Video Game Regulator granted 88 online publishing licenses, including titles belonging to Tencent and NetEase.
Fiscal Stimulus |China is reportedly considering record local debt quota and wider budget deficit

Tax Cut Ministry of Finance reduces Value Added Tax Rate applicable to small businesses

(Source: Bloomberg, Reuters, Nikkei, China Daily, SMDAM)

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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Monitoring Point: Earnings revision index* for CSI300

B Earnings Revision indexis one of the key factors for valuation " (Number of upw ardrevisions — dow nw ard revisions)/

Number of revisions w ith earnings forecast

B |Improvement of Revision index should be the key for the multiple recovery

Earnings Revision Index and PER

0.30 18
=R evision Index

. 17
0.20 PER (Right)
) 16
0.10 15
m

14
0.00

13
0.10 A
(0.10) \\/ 12
(0.20) 11

10
(0.30)

9
(0.40) 8

20/01 20/04 20/07 20/10 21/01 21/04 21/07 21/10 22/01 22/04 22/07 22{10 23/01 (yy.mm)

(Souce: Factset, [/B/E/S, Bloomberg, SMDAM)(Date: As of 4th January, 2023)

Note: The above viewsrepresent SMDAM'sforecast asat the date of thispresentation andmay be
subject to change without notice. Those do not guarantee future trendsorresults. SU m itomu M iTSLIi DS ASSEt MEHHQEI’I‘]EHT 1 1



Monitoring Point: Property Market

B Once buyer’ssentimentrecovers, investor sentiment would be boosted.

Daily New Home Transaction (7 Days Average)
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(Source: Wind) (Date: As af 315t December, 2022)

Note: The above viewsrepresent SMDAM'sforecast asat the date of thispresentation andmay be
subject to change without notice. Those do not guarantee future trendsorresults. SU m itomu M iTSLIi DS ASSEt MEHHQEMEHT 1 2



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

ﬁ Sumitomo Mitsui DS Asset Management
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