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Strong GDP growth shadowed by a pick-up in inflation

China economic indicators

China posted solid GDP growth at 7.9% YoY for 4Q12, higher
2012 2003 than 3Q12 GDP growth at 7.4% and market expectations. GDP
growth reached 7.8% YoY in 2012 (versus 9.3% in 2011). As
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16.2% YoY, (versus 28.1% in 2011). Meanwhile, industrial
output accelerated to 10.3% YoY in December (versus 10.1%
in November), mainly due to the strength in heavy industry
production. This is in line with the inventory analysis in
4Q12 PMI which indicated that overall manufacturing
inventory level is still low.

® Retail sales accelerated to 15.2% YoY in December. Retail
sales growth was driven by accelerated sales in consumer
staples (food, beverage and clothing) and consumer
discretionary segments (home appliance and decoration
materials). China’s retail sales grew 14.3% YoY in 2012
(versus 17.1% in 2011).

° “Selective loosening” remains intact. With prices showing
upward trend, China will maintain a prudent monetary policy
in the hopes of maintaining the balance between stabilizing
growth and surging prices. Therefore, we believe the PBOC
will use reverse-repos rather than RRR cut to inject liquidity
into banking system which is more flexible to accommodate
the demand for capital in 2013.

® Acceleration in domestic demand in 2013. China’s
economic growth has stabilized and forward-looking
economic indicators point to a modest acceleration in

Chief Economist domestic demand. In light of improving 4Q12 economic

indicators, we stick to our forecast that China’s GDP growth
Banny Lam will rise to 8.1% YoY in 2013 and investments will continue
Tel: 852-21478863 to override consumption as China’s main growth driver in
Email: bannylam@abci.com.hk 2013, especially in 1H13.
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China Economic Indicators

2012

Jan Feb Mar Apr  May Jun Ju Aug Sep Oct Nov Dec
Real GDP (YoY%) 8.1 76 7.4 7.9
Export Growth (YoY %) -0.50  18.40 8.90 490 1530 1110 100 270 990 1160 290 141
Import Growth (YoY %) -15.30  39.60 5.30 030 12.70 6.30 470 -260 240 240 0.00 6.0
Trade Balance (USD/Bn) 27.08 -31.98 518 1853 1813 3191 2528 2643 2745 3211 1963 316
Retail Sales Growth (YoY %) 14.7 1520 1410 1380 1370 1310 1320 1420 1450 14.90 15.2
Industrial Production (YoY %) 114 11.9 9.3 9.6 9.5 9.2 8.9 9.2 96 101 103
PMI 50.5 51 53.1 53.3 50.4 50.2 50.1 49.2 498 50.2 506 50.6
FAI(YTD) (YoY%) 215 20.9 202 201 204 204 202 205 207 207 206
CPI (YoY%) 45 32 36 3.4 3 22 18 2 19 17 2 24
M2 (YoY %) 12.4 13 13.4 128 132 136 139 135 148 141 139 138
New Lending (CNY/Bn) 7381 7107 101144 6818 793.23 919.83 540.1 7039 623.2 5052 5229 4543

World Economic/Financial Indicators

Equity Index Global Commodities Bond Yields & Key Interest Rates
. Weekly . Weekly Volume(5 , Weekly
Clo_smg Chng. P/E cUnlt/ Price  Chng. -day Y:)eld Chng.
price %) urrency (%) average) ) (%)
us NYMEXWTI  USD/bbl 9545 202 234874.60 US Fed Fund Rate 025 0.0
DJIA 1359%.02 080  13.24 ICE US Prime Rate 325 0.0
S&P 500 1480.94 0.60 1474 Energy Brent USD/bbl - 11117 0.48  121108.40 US Discount Window  0.75 0.00
NASDAQ  3136.002 033  23.54 “;ftquaElé e USIBDQYIM 352 571 16048400 US Tresury (1 Month) 0.0456 12.04
MSCI US 141519 059  15.04 . US Tresury (10 Yr) 1.8850 0.93
Europe LME Aluminum ot 201275 -244 6716480 US Tresury 30Yr)  3.0740  0.86
FTSE 100 614367 036  15.74 Cash Japan 10-Yr
DAX 775255 048 14.99 LME ~ Primary Government Bond 0.7540  -8.05
CAC40 375428 130 1283 ':‘A'c‘)‘r’:t‘r']””’gomf USD/MT 204850 -2.34 36222.80 China 10-Yr 362 056
IBEX 35 866620 002  NIA Forward 9 Government Bond : :
MSCI UK 1817.41 0.16 15.73 ECB Interest
. MX r
MSCI Basic SN COPPET spylb. 36740 055 4962100 Rate (Refinancing) 075 0.00
F 104.46 1.04 1599 Metals
rance LME Copper 3 1-Month LIBOR 0.2047 -0.49
MSCI 10879 031 1463 Month  Rolling USD/MT 8054.00 011 38411.40 3 Month LIBOR 03020 -0.66
Germany Forward 3-Month SHIBOR 3.8942 -0.26
MSCI Italy 52.36 042 N/A TSI Iron Ore 3-Month HIBOR 03871 -0.19
Asia Fines 62% Fe Corporate Bonds (Moody’s S d
K y’s Seasoned)
NIKKEI225 109133 103 2812 Spot CFR China USD 14540 -6.13 NIA Aaa 377  -105
HSI 23601.78  1.45 12.11 Index Baa 469  -1.05
HSCEI 1210571 222  10.06 CMX Gold USDIT. 0z 1691.80 1.88 158633.60
CSI1300 259544 452 1302  Preciou CMX Silver USD/T.oz 31.88 4.82 4228820
SSE s Metals \yMEX .
; 2317.07 330 1279 ) USD/T.0oz 731.60 430 6131.40 Note:
Composite Platinum Data source: Bloomberg,
SZSE CBOT Corn USD/bu  727.00 257 184760 Federal Reserve Bank,
. 935.70 559 2715 p i )
Composite gricult cpoT\Wheat ~ USD/bu  782.50  3.68  80722.20 National ~ Bureau  of
MSCI China 64.72 -0.05 11.30 ut;ja tNYB-lCE Sugar USD/Ib. 18.48 -3.60 47984.20 Statistics of China, ABCIS
MSCI Hong produc US Discount  Window,
Kong 11782.13 0.36 1251 CBOT Soybeans USD/bu. 1434.75 4.48 122197.40 Corporate Bond Aaa and
Corporate Bond Baa are
MSCI Japan  550.7 -0.88  28.36
: as of January 11", 2013.
Data related to U.S. is as
of January 17" 2013.
Other data is as of
Currency January 18", 2013
UsD/ CNY '
Euro/USD GBP/USD AUD/USD USD/JPY USD/CHF USD/CAD USD/CNY USD/HKD  NDF
12 Month
Spot Exchange Rate  1.3377 15977  1.0511  90.01  0.936 0.988 6.2177  7.7526  6.2795
Weekly Chng. (%)  0.25 -0.96 0.23 0.92 -2.40 -0.32 -0.03 -0.01 -0.06
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Disclosures

I, Lam Chiu Kei, Banny, 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.
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