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Yen depreciation accelerates after BOJ announcement

105

100

95

90

85

2013-1-1
2013-1-15
2013-1-29
2013-2-12
2013-2-26
2013-3-12
2013-3-26

201349

17
16
15
14
13
12

USDIJPY (LHS) CNY/JPY (RHS)

Source: Bloomberg, ABCIS

Renminbi’s strength remains intact
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FDI from Japan into China is ready to surge
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China, a beneficiary of Japan’s new QE pledge

Japan instituted a more aggressive quantitative easing (QE) to stimulate
its economy by increasing monthly purchase of Japanese government
bonds (JGB) to 7.5 trillion yen and doubling the outstanding amount by
the end of 2014. The planned doubling of monetary within 2 years aims at
lifting the inflation rate to 2% by ending 15-year deflation. The pledge
represents a concerted effort of Japan to bolster the struggling economy.
Since the announcement, Yen has depreciated more than 5% and the
weakening trend of Yen has costs and benefits on its neighbors. China, a
major trading partner and foreign investment destination of Japan, will be
one of the beneficiaries of ambitious Japan’s QE policy.

® Yen depreciation changes the dynamics in foreign trade. The
most prominent short-term effect of the new QE program is the
dramatic depreciation of yen, which once fell to the lowest level
against the US dollar since June 2009. As the yen becomes cheaper,
exports of Japan are more attractive. As China's imports from Japan
mainly constitute equipment and semi-finished products and China
mostly exports industrial finished goods to Japan, a sharp decline in
yen will negatively affect Chinese exports to Japan, but will be
beneficial for Japanese exports to China. We expect that the increase
in imports from Japan will surpass the drop in exports to Japan and
the total trade of China from Japan will restore positive growth in
2013.

® Capital flight benefits Asia’s capital markets. The depression of
Japanese bond yield by massive purchases of JGB pushes investors
to look for investment with higher yields. Spurred by demand for
higher-yielding assets, funds flow into emerging markets, including
China, as these economies have better economic outlook. This will
result in surging net capital outflows of Japan with which some new
outflows may be in the form of carry trades to lock in short term
return in Asian markets. The continuing increase of liquidity created
by the BOJ will boost the performance of Asia’s capital markets.

® Japan’s FDI into China is ready to surge. Japanese FDI into
China is an important aspect of one of the largest bilateral economic
relationships in the world. We expect Japanese enterprises will take
advantage of QE to boost their investment in China so as to enhance
their return on investment. Japanese capital currently accounts for
7% of FDI in China and the share will go up to 10% in the next two
years.

® Renminbi stays strong. The expectation of economic recovery in
China boosts the outlook of renminbi. Japan’s QE further affects the
flows of liquidity into China’s market. With interest rate spread
between Japan and China maintained at several hundred basis points,
investments in renminbi assets are still quite attractive. We expect
renminbi will appreciate 2% by the end of 2013.
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China Economic Indicators

2012 2013
Mar  Apr May Jun Jul Aug Sep Oct Nov Dec | Jan Feb | Mar
Real GDP (YoY%) 8.1 7.6 74— 7.9 7.9*
Export Growth (YoY%) 89 49 153 111 1 2.7 99 116 29 141 | 250 218 | 100
Import Growth (YoY%) 53 03 127 63 47 26 24 24 0 6 288 -152 | 141
Trade Balance (USD/Bn) 518 1853 1813 3191 2528 2643 27.45 3211 1963 316 | 292 153 | -09
Retail Sales Growth (YoY%) 152 141 138 137 131 132 142 145 149 152 12.3 12.5*
Industrial Production (YoY%) 119 93 9.6 9.5 9.2 8.9 92 96 101 103 9.9 10.1*
PMI - Manufacturing (%) 531 533 504 502 501 492 498 502 506 506 | 504 50.1 | 50.9
PMI - Non-manufacturing (%) 58 561 552 567 556 563 537 555 556 561 | 562 545 | 55.6
FAI(YTD) (YoY%) 209 202 201 204 204 202 205 207 207 206 21.2 21.5*
CPI1 (YoY%) 36 34 3 22 18 2 19 17 2 24 | 20 32 2.1
PPI (YoY%) 03 07 -14 21 -29 35 36 -28 -22 -19 | -16 -16 | -19
M2 (YoY%) 134 128 132 136 139 135 148 141 139 138 | 159 152 | 157
New Lending (RMB/Bn) 101144 681.8 79323 919.83 540.1 7039 6232 5052 5229 4543 [1070.0 620.0 |1060.0
* forecasts
World Economic/Financial Indicators
Equity Index Global Commodities Bond Yields & Key Interest Rates
Clo_smg S\wg P/E Unit Price %QD \(/g[lé?; Y:’eld S\I;'[Ijlgj
price "y (%) average) 0 (%)
Us NYMEXWTI  USD/bbl 93.35 0.70 232783.60 US Fed Fund Rate 025 0.0
DIIA 14865.14 2.06  14.47 ICE Brent USD/bbl 10430 0.17 189176.20  US Prime Rate 325 0.0
S&P 500 1593.37 258 1570 NYMEX Natural USD/MM 1o 4 oo paceca g US Discount Window 075 0.00
NASDAQ 3300.16 3.01 2511 Energy  Gas Btu US Tresury (1 Month) 0.0558  22.37
MSCI US 1522.02 259 1599 Australia USD/Metri US Tresury (10Yr) 17862  4.29
Europe ('\:'g‘évlcgggf ff’)fam cTome 0075 NA - NA s Tresury (30Yr)  2.9905  4.02
FTSE 100 6416.14 2.66 18.25 CME Al Japan 10-Yr 0553 356
DAX 7871.63 278  14.62 Cash USD/MT 1864.50 0.76 15408.00 Government Bond : :
CAC40 3775.66 3.06  14.67 , China 10-Yr
IBEX 35 8159.50 463  28.27 e Primary Government Bond 3 A8
FTSEMIB 1602091 505  36.87 Month Rolling ~ USD/MT 1898.00 0.61 2795560  ECB Interest 075  0.00
Stoxx 600 20496 273 19.07 Forward Tf’l‘\t/‘: (F:::fl'_r:aB”cc)'F:g) 01087 050
-ivion . -0.
ng: :'a(nce 1111%314 igg ig:gg Basic Metals S0 GoPPe!  USDIIb. 34275 250 5772140 g wonth LIBOR 02771 082
MSCl LME Copper 3 3-Month SHIBOR 3.8803 0.00
Germany 11047 252 1370 Month Rolling ~ USD/MT 7610.00 2.74 39307.00  3-Month HIBOR 0.3779 -0.75
MSCI Italy 47.08 488 2502 Forward ) Corporate Bonds (Moody’s Seasoned)
Asia Tri:m%FrSFcuzga USD 14090 368 NI/A Aaa 379 299
NIKKEI 225 13549.16 558  27.39 Index Baa 467 286
S&PIASX 200 500707 236 2086 CMX Gold USD/T. 0z 1560.80 -0.93 585.80
HsI 22101.27 172 1051 Precious oy si : : : '
HSCEI 1070825 267  8.79 reciou ilver USD/T.0z 27.62 147 43840.00 Note:
CSI300 247788 023 1248 ';'gt'l\f'f;( USD/T. 0z 1532.20 -0.21 9617.60 1 E.ata S°“r°LeF:, B'?\IOT.bergl
. Inance ) ationa
gig;"mpc’s'te 221955 026 1214 CBOT Com USDIbu_ 652.75 3.78 15485020 Bureau of Statistics of
Composite 919.12 063 2638  Agricultural CBOT Wheat USD/bu  702.00 0.43 61641.80 China, ABCIS
MSCIChina 5942 254  10.06 Products NYB-ICE Sugar USD/Ib. 17.84 1.08 58786.60 2. éz;tlfallg O';lveoa;tleiSSteang
MSCI  HONG eoooe 105 1063 CBOT Soybeans USD/bu. 1402.00 2.96 113636.60 Austra"apNewcastle 8700 ko
Kong GAD fob Steam Coal Spot
MSCI Japan 695.09 5.25 24.69 price published by
McCloskey
3. TSI CFR China Iron Ore
Currency Fines Index is calculated
USD/ CNY with the 62% Fe
Euro/USD GBP/USD AUD/USD USD/JPY USD/CHF USD/CAD USD/CNY USD/HKD ~ NDF specification, spot price
12 Month 4.  Certain data is nqt reported
Spot Exchange Rate 13109 15303 10541 99.6800 09303 10103 61962  7.7614  6.2600 as of the date of this report
Chng. WTD (%) 091 0.37 152 212 0.44 0.72 0.16 0.05 0.50
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Disclosures

We, Lam Chiu Kei, Banny, and PAN Hongxing, Paul,being the persons primarily responsible for the content of this research
report, in whole or in part, hereby certify that all of the views expressed in this report accurately reflect our personal view
about the subject company or companies and its or their securities. We also certify that no part of our compensation was, is,
or will be, directly or indirectly, related to the specific recommendations or views expressed in this report. We and/or our
associates have no financial interests in relation to any listed company (ies) covered in this report, and we and/or our
associates do not serve as officer(s) of any listed company (ies) covered in this report.

Definition of equity rating

ting Definition

Buy Stock return > Market return rate

Hold Market return — 6% < Stock return < Market return rate
Sell Stock return < Market return — 6%

Stock return is defined as the expected % change of share price plus gross dividend yield over the next 12 months
Market return: 5-year average market return rate from 2007-2011
Time horizon of share price target: 12-month

Definition of share price risk

Rating Definition

Very high 2.6 <180 day volatility/180 day benchmark index volatility

High 1.5 <180 day volatility/180 day benchmark index volatility < 2.6
Medium 1.0 <180 day volatility/180 day benchmark index volatility < 1.5
Low 180 day volatility/180 day benchmark index volatility < 1.0

We measure share price risk by its volatility relative to volatility of benchmark index. Benchmark index: Hang Seng Index.
\olatility is calculated from the standard deviation of day to day logarithmic historic price change. The 180-day price
volatility equals the annualized standard deviation of the relative price change for the 180 most recent trading days closing
price.

Disclaimer

This report is for our clients only and is for distribution only under such circumstances as may be permitted by applicable law.
It has no regard to the specific investment objectives, financial situation or particular needs of any specific recipient. It is
published solely for informational purposes and is not to be construed as a solicitation or an offer to buy or sell any securities
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accuracy, completeness or reliability of the information contained herein. This report should not be regarded by recipients as a
substitute for the exercise of their own judgment. Any opinions expressed in this report are subject to change without notice
and may differ or be contrary to opinions expressed by other business areas as a result of using different assumptions and
criteria. The analysis contained herein is based on numerous assumptions. Different assumptions could result in materially
different results. The analyst(s) responsible for the preparation of this report may interact with trading desk personnel, sales
personnel and other constituencies for the purpose of gathering, synthesizing and interpreting market information. ABCI
Securities Company Limited is under no obligation to update or keep current the information contained herein. ABCI
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within ABCI Securities Company Limited, into other areas, units, groups or affiliates of ABCI Securities Company Limited.
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management (not including investment banking). Analyst compensation is not based on investment banking revenues,
however, compensation may relate to the revenues of ABCI Securities Company Limited as a whole, of which investment
banking, sales and trading are a part. The securities described herein may not be eligible for sale in all jurisdictions or to
certain categories of investors. The price and value of the investments referred to in this research and the income from them
may fluctuate. Past performance is not necessarily indicative of future results. Foreign currency rates of exchange may
adversely affect the value, price or income of any security or related instrument mentioned in this report. For investment
advice, trade execution or other enquiries, clients should contact their local sales representative. Neither ABCI Securities
Company Limited nor any of its affiliates, directors, employees or agents accepts any liability for any loss or damage arising
out of the use of all or any part of this report. Additional information will be made available upon request.
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