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Renminbi internationalization on track

Strong economic indicators in 4Q12 added credence to the notion that
China’s economy is in a cyclical upswing which prompts policy makers to
shift their focus to maintain healthy growth momentum and conduct
structural economic reforms. Looking into 2013, China will take a
proactive approach to enhance renminbi’s presence in global market and
become more financially integrated with the global economy. We believe
China will further open up its forex market and improve the fundamental
value of the renminbi through encouraging more organic market growth
and diversifying cross-border channels for trade and investment. Should
China growth continue to recover, we believe it will enhance the strength of
the renminbi. We look for the currency to rise 2% by end-2013.

® A flood of liquidity accelerates renminbi uptrend. The United
States has already rolled out several rounds of QE. In addition, Japan’s
newly elected Prime Minister, Shinzo Abe, pushed the BOJ to set a
2% inflation target and adopt an open-ended asset purchase program
in order to stimulate the economy. While developed countries are
dealing with their economic challenges, developing countries have
emerged as the global economic drivers. With signs of solid economic
recovery shown by PMI (consensus figure at 51 in January), China
will accelerate the pace of renminbi internationalization by offering
more investment opportunities for investors. The combination of
excess liquidity and attractive returns will result in a continuous influx
of liquidity into China in 2013.

® Renminbi internationalization is an inevitable and gradual
process. China has taken steps to gradually enhance RMB’s
international presence. We believe renminbi internationalization will
be accelerated by a multifaceted development in 2013.

B RQFII program gains traction. The Chinese regulators recently
suggest that HK’s RQFII quota will increase by 10 times while
Taiwan will obtain a 100 billion yuan quota. The move will
accelerate the capital account convertibility of renminbi and
benefit the financial markets in Hong Kong and China.

B Dim Sum bond market continues to expand. The progress of
renminbi internationalization has accelerated based on the rapid
development of investment products in Hong Kong, mostly in
safer products like renminbi-denominated fixed-income vehicles.
The gradual liberalization of the offshore renminbi bond market
is pushing the renminbi closer to becoming a globally accepted
currency. We expect the Dim Sum bond market to expand at a
faster rate in 2013.

B Cross-border loan program marks new opportunities. Under
this program, selected Hong Kong banks will be able to provide
renminbi loans to projects in Qianhai, an experimental move to
test cross-border renminbi flow. The program will benefit the
Hong Kong banks, such as Bank of China Hong Kong (2388
HK) and HangSeng banks (11 HK) as they have a large pool of
offshore renminbi deposits. In sum, surging cross-border capital
flow will encourage domestic use of different sources of funding,
thus strengthening financial reforms of China.
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China Economic Indicators

2012
Jan Feb Mar Apr  May Jun Jul Aug Sep Oct Nov Dec
Real GDP (YoY%) 8.1 76 - e T4 - 79
Export Growth (YoY%) 050 18.40 8.90 490 1530 1110 1.00 270 990 1160 290 14.1
Import Growth (YoY %) -15.30  39.60 5.30 030 1270 630 470 -260 240 240 000 6.0
Trade Balance (USD/Bn) 2708 -31.98 518 1853 1813 3191 2528 2643 2745 3211 1963 316
Retail Sales Growth (YoY%) 14.7 1520 1410 13.80 1370 13.10 1320 1420 1450 1490 152
Industrial Production (YoY%) 11.4 11.9 9.3 9.6 9.5 9.2 8.9 9.2 96 101 103
PMI 50.5 51 53.1 533 504 502 501 492 498 50.2 506 506
FAI(YTD) (YoY%) 215 20.9 202 201 204 204 202 205 207 207 206
CPI (YoY%) 45 3.2 3.6 34 3 2.2 1.8 2 19 17 2 2.4
PPI (YoY%) 0.7 0.0 0.3 07 -14 21 29 35 36 28 22 -19
M2 (YoY %) 12.4 13 134 128 132 136 139 135 148 141 139 138
New Lending (CNY/Bn) 7381 7107 101144 6818 79323 919.83 540.1 7039 6232 5052 5229 4543
World Economic/Financial Indicators
Equity Index Global Commodities Bond Yields & Key Interest Rates
. Chng. . Chng. Volume(5 ] Chng.
c'cr’isc'gg WTD  PE Ct‘::‘e'rtllc Pricc. WTD  -day Y:;'d WTD
P (%) y (%) average) (%) (%)
us NYMEXWTI  USD/bbl  97.48  1.67 231006.60 US Fed Fund Rate 0.25  0.00
DJIA 13954.42  0.42  13.69 ;
ICE USD/bbl 11413 075 20734320 YSPrimeRate 325 000
S&P 500 1507.84 0.32 14.96 Energy Brent US Discount Window 0.75 0.00
NASDAQ 3153.66 0.13 23.69 NYMEX USg/MM 3.9 453 8458620 USTresury (1 Month) 0.0304 -45.52
MSCIUS 144104 029 1519 Natural Gas v USTresury (10Yr) 20208 4.6
Europe LME Aluminum  yormt 202225 056 1609400 USTresury 30Yr) 32151 261
FTSE 100 6337.97 085  16.06 Cash
LME  Primar Japan 10-Yr 0.7740  7.50
DAX 785453 004  15.16 e g Government Bond . .
CAC40 3789.56 030  12.94 uminum = 2 ysp/MT 2060.00 0.68  31400.00 China 10-Yr
Month  Rolling 3.5900 0.28
IBEX 35 8668.30 -0.65 N/A Forward Government Bond
MSCI UK 187756  0.88  16.08 ECB Interest
. CMX  Copper . . 0.7500 0.00
MSCI 105.58 014 16.16 '\?aSI(II Active Contract USD/lb. 37155 1.74 43259.60 Rate (Refinancing)
France etals | e Copper 3 1-Month LIBOR 0.2017 -0.98
MSCI 11015 -011  14.84 Month  Rolling USD/MT 8103.00 0.91 34837.40 3 Month LIBOR 03005  0.00
Germany Forward 3-Month SHIBOR 3.8876  0.12
MSCI ltaly 53.01 0.88 N/A TSI Iron Ore 3-Month HIBOR 0.3850 -0.18
Asia Fines 62% Fe Corporate Bonds (Moody’s Seasoned
NIKKEI 225 1111395 171  28.29 Spot CFR China USD 14840 -0.14 NIA P ! Aaay 385 2 ;7
HSI 23822.06 102  12.22 Index Baa 480 235
HSCEI 1217224 142 1011 CMX Gold USDIT. 0z 1665.50 0.54 162748.80
CSI300 2683.71 455 1348  Preciou CMX Silver USD/T.0z 31.41 0.5 39309.60
SSE s Metals \y mEx
; 238248  3.98 13.14 - USD/T.0z 755.00 1.89  6040.20 Note:
Composite Platinum Data source: Bloomberg,
SZSE ) 942,60 364 27.40 ) CBOT Corn USD/bu 72750 0.94 113696.40 Federal Reserve Bank,
Composite AQricUlt cBOT \Wheat ~ USD/bu 77325 -0.42  44330.60 National ~ Bureau  of
MSCI China 65.43 0.82 11.41 product NYB-ICE Sugar USD/b. 1856 0.8 54822.00 fjtgtlstllgs_: of Chtlna,VQBgIS
MSCI Hong iscoun ndow,
Ko 1198261  0.00  12.72 CBOT Soybeans USD/bu. 1458.25 120 88384.80 Corporate Bond Aaa and
MSCl Japan  569.32 046 29.00 Corporate Bond Baa are
as of January 25", 2013.
Data related to U.S. is as
of January 29" 2013.
Currency g)ther %%El? 20?3 as of
USD/ CNY anuary 0%,
Euro/USD GBP/USD AUD/USD USD/JPY USD/CHF USD/CAD USD/CNY USD/HKD  NDF
12 Month
Spot Exchange Rate  1.3513 15733 1.0439 91.18 09209  1.0024 6.2204 7.758 6.3077
Chng. WTD (%) 0.36 0.42 0.14 -0.30 061 034 0.03 -0.05 -0.08
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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.

Disclosures of Interests
ABCI Securities Company Limited and/or its member companies (“ABCI”) may pursue financial interests to the companies

mentioned in the report.

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.

Copyright 2013 ABCI Securities Company Limited
No part of this material may be (i) copied, photocopied or duplicated in any form by any means or (ii) redistributed without
the prior written consent of ABCI Securities Company Limited.

Office address: ABCI Securities Company Limited, 13/F Fairmont House, 8 Cotton Tree Drive, Central, Hong Kong.
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