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April PMI paints a weak start of 2Q13

China April PMI indicated expansion of manufacturing activities at a
weaker pace, falling 0.3ppt to 50.6 versus 50.9 in March. In spite of new
order PMI falling to 51.7, the index has been above 50 for seven
consecutive months and the continued expansion of domestic demand
since 4Q12 will sustain the healthy growth momentum of economic
indicators including FAI, retail sales and industrial production in April.
Given the deceleration of new export order PMI to below 50 at 48.6, we
expect export growth will slow down to below 10% in April and lag
behind significantly the double-digit trend growth in 1Q13. We also
anticipate CPl will drop slightly to 2.0% YoY in April, as the
month-on-month drop in food prices continues.

® PMI fell to 50.6 in April versus 50.9 in March, reflecting the
slower-than-expected recovery in China’s manufacturing sector.
Falling PMI was mainly driven by decreasing new orders, reflecting
weaker-than-expected demand and sector destocking. New order
PMI dropped to 51.7, driven mainly by consumer products and
downstream equipment sectors while new export order PMI fell
2.3ppt to 48.6, reflecting falling demand for Chinese exports amid
weak global economic recovery.

® FAlI, industrial production and retail sales will rise slightly. We
estimate that FAI growth will rise to 21.5% YTD in April from
20.9% YTD in 1Q13, due to acceleration in infrastructure
investment. Industrial production will increase slightly to 9.0% YoY
in April (versus 8.9% YoY in March) as production PMI declined by
only 0.1ppt to 52.6 in April. Retail sales will rise to 12.9% YoY in
April (versus 12.6% YoY in March) as faster urbanization boosts
domestic consumption demand.

® CPI will decline to 2.0% on a moderation in food prices. Based
on April agricultural product price movements, we estimate China’s
food CPI growth will taper off to 2.4% YoY in April (versus 2.7%
YoY in March), resulting in a lower CPI figure of 2.0% YoY, with
no change in non-food CPl. We expect bank loan additions to
slowly decrease to RMB900b in April (versus RMB1060b in March)
while M2 growth will slightly decelerate to 15.3% YTD in April,
compared with 15.7% YTD in March.

®  Stronger stimulus in sight in 2Q13. Weak April PMI signaled
slower-than-expected cyclical economic recovery of China, giving
urgency to fine-tune economic stimulus. Amid expected weak CPI
and PPI in 2Q13, we believe that the total social financing will
accelerate to boost the economic growth. Also, policymakers will
continue to provide proactive fiscal support for specific industries
catering to local infrastructure and consumption. Investor sentiment
should improve in the coming weeks as the government’s initiatives
to support the economy kick in. We expect GDP growth to recover
slightly in 2Q13 and to continue to rebound in 2H13.
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China Economic Indicators

2012 2013

Apr  May Jun Jul Aug Sep Oct Nov Dec | Jan Feb Mar |Apr*
Real GDP (YoY%) 7.6 7.4 7.9 7.7
Export Growth (YoY %) 4.9 15.3 111 1 2.7 9.9 11.6 2.9 141 | 250 218 100 | 9.2
Import Growth (YoY %) 0.3 12.7 6.3 4.7 -2.6 2.4 2.4 0 6 288 -152 141 | 106
Trade Balance (USD/Bn) 18.53 18.13 31.91 25.28 26.43 2745 3211 1963 316 29.2 15.3 -09 |181
Retail Sales Growth (YoY%) 14.1 13.8 13.7 13.1 13.2 14.2 14.5 14.9 15.2 12.3 126 | 129
Industrial Production (YoY%) 9.3 9.6 9.5 9.2 8.9 9.2 96 101 103 9.9 89 | 9.0
PMI - Manufacturing (%) 533 504 502 50.1 49.2 498 502 506 506 | 504 501 50.9 |50.6
PMI - Non-manufacturing (%) 56.1 55.2 56.7 55.6 56.3 53.7 55.5 55.6 56.1 56.2 54.5 55.6 | 56.0
FAI(YTD) (YoY%) 20.2 20.1 20.4 20.4 20.2 20.5 20.7 20.7 20.6 21.2 209 | 215
CPI (YoY%) 34 3 2.2 1.8 2 1.9 1.7 2 2.4 2.0 3.2 2.1 2.0
PPI (YoY%) -0.7 -14 -2.1 -2.9 -35 -3.6 -2.8 -2.2 -1.9 -1.6 -1.6 -1.9 | -1.9
M2 (YoY%) 12.8 132 136 139 135 14.8 141 139 138 | 159 152 157 | 153
New Lending (RMB/Bn) 681.8 793.23 919.83 540.1 7039 6232 5052 5229 4543 |1070.0 620.0 1060.0 | 900

*April data (excluding PMI — Manufacturing) is forecast

World Economic/Financial Indicators

Equity Index Global Commodities Bond Yields & Key Interest Rates
. Chng. Chng. Volume . .
Closing WT% P/E Unit  Price WTgD (5-day Y:,e'd af?%
price "y (%) average) 0 (%)
US NYMEXWTI  USD/bbl 91.10 -2.04 26711520 US Fed Fund Rate 025  0.00
DJIA 1470095 -0.08 14.27 ICE Brent USD/bbl  100.32 -2.75 239601.20 US Prime Rate 325 0.0
S&P 500 1582.70 0.03 1557 NYMEX Natural USD/MM oo, o) 10006050 US Discount Window 075 0.00
NASDAQ 3299.13 061  26.99 Energy  Gas Btu US Tresury (1 Month) 0.0152  -50.00
MSCI US 151274 0.05 1583 Australia USD/Metri US Tresury (10Yr) 16323 -1.86
Europe (’\:‘g‘gfg;gffifam cTome 0980 NA  NA o qiequy (30Yr) 28346  -0.93
FTSE 100 644454 028  16.95 CME Al Japan 10-Yr 0565 440
DAX 792414 140 1501 Cash USD/MT 1785.75 -3.21 19990.80  Government Bond : :
CAC40 385058 1.06 1567 - China 10-Yr
IBEX 35 846180 199  N/A k’;ﬂimma;y Government Bond 4L
FTSEMIB 1672740 098  66.85 Month Rolling ~ USD/MT 1824.00 -2.88 3876020  ECB Interest 075  0.00
Stoxx 600 20665 026 19.56 Forward Tal\tﬂe (F:sfll_r:asncigg) 0108 000
MSCI UK 1908. . . . CMX Copper -Mon : :
eh 107.7373 (l’jg g;z Basic Metals , o ~PP®  USD/Ib. 309.65 -276 3173640 3 ponh LIBOR 02731 -0.91
MsCl LME Copper 3 3-Month SHIBOR 3.883 -0.03
Germany 109.95 067 1405 Month Rolling ~ USD/MT 6795.00 -3.34 5164320  3-Month HIBOR 0.3771  0.00
MSCI Italy 48.95 126 5145 Forward ) Corporate Bonds (Moody’s Seasoned)
Asia TSI CFR China Aaa 37 082
NIKKEI 225 1369404 -1.37  28.06 :L%ZS re Fines USD 13410 000 N/A Baa 453  0.44
S&P/ASX 200 5129.97 0.64  21.24
Hsi 9266830 053 10.63 _ CMX Gold USD/T. 0z 1457.10 0.24  559.60
CSI1300 244964 010 1220 ';‘IL'X']E;( USDI/T. 0z 1477.80 0.09 11671.60 L E.‘"‘ta sourch:, B'ONOTber%
. Inance ) ationa
gigs"mpc’s'te 2l7412 017 1167 CBOT Com USD/bu_ 686.25 6.56 53270.20 Bureau of Statistics of
Composite 918.48 064 2708  Agricultural CBOT Wheat USD/bu  712.00 3.38 16396.80 China, ABCIS
SCIChim 6082 051 10.09 Products NYB-ICE Sugar USD/Ib. 17.67 1.79 31154.20 2. éz:tlfallng';‘eW%abSﬂeisﬂe?hn;
MSCl  HONG 103> 025 1100 CBOT Soybeans USD/bu. 1443.75 0.91 37911.80 Anstralia Newcastle 6700 ke
Kong GAD fob Steam Coal Spot
MSClJapan 71548 -046 26.25 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 not reported
as of the date of this report
Spot Exchange Rate  1.3171 15563  1.0227  97.2400 09278  1.0082  6.1556  7.7593  6.2245
Chng. WTD (%)  1.08 0.58 -0.48 0.83 1.63 0.84 0.15 0.05 0.21
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Disclosures

I, Lam Chiu Kei, Banny, being the person 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 my personal view about the subject company or
companies and its or their securities. | 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. | and/or my associates have no financial interests in
relation to any listed company (ies) covered in this report, and | and/or my 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
or related financial instruments. No representation or warranty, either expresses or implied, is provided in relation to the
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
Securities Company Limited relies on information barriers to control the flow of information contained in one or more areas
within ABCI Securities Company Limited, into other areas, units, groups or affiliates of ABCI Securities Company Limited.
The compensation of the analyst who prepared this report is determined exclusively by research management and senior
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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