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* China’s Aug export growth was 9.5% in USD terms, stronger
than the 7.2% in July and the consensus forecast of 7.5%. The
acceleration in export growth was largely due to resumed
external demand on the gradual recovery in major economies
and the rapid growth in the coronavirus prevention-related
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China’s export growth hit a * The trade balance remained high at US$ 58.9bn in Aug,

- ; compared to US$ 62.3bn in July, exceeding the market
more than one-year hlgh in expectation of US$ 49.7bn. The large merchandise trade
August surplus in July and Aug and the narrowing of service trade

deficit indicate the net exports of goods and services are likely
to provide support for economic growth in 3Q20

* Looking ahead, with the continuation of global economic
recovery and steady growth in China’s economy, trade growth
is expected to remain stable in the coming months despite the
Sino-U.S. trade dispute. We revise up our export and import
growth forecasts to 2.0% and -3.0% for 2020E, up from the
previous estimates of -2.0% and -4.0%. Meanwhile, our
forecast for spot USD/CNY rate by end-2020E was adjusted to
6.7000 from the previous estimate of 6.9000

China’s Aug export growth was 9.5%" in USD terms, stronger than
the 7.2% in July and the consensus forecast of 7.5%, almost hitting
an 18-month high (Exhibit 1). The rebounding export growth was in
line with the advancement observed in the new export orders index
within the official manufacturing PMI. The acceleration in export
growth was largely due to a pick-up in external demand driven by the
gradual recovery of the world’s major economies from the pandemic,
as well as the rapid growth in the COVID-19 prevention-related
products. Notably, the spot CNY against USD appreciated by 1.1% in
Aug, and the CFETS RMB index published by China Foreign
Exchange Trading Center also appreciated by 1.7%, yet export
growth is unhindered, reflecting China’s resilience in the global
industrial chain and supply chain.

China’s export shipment to five major destinations — the ASEAN, EU,
the US, Hong Kong, and Japan, grew by 12.9%, -6.5%, 20.0%, -3.0%,
and -0.8%, respectively, in Aug, compared with 14.0%, -3.4%,12.5%,
6.6%, and -2.0% in July. It can be seen that China’s export growth to
the US and Japan accelerated in Aug, while export growth to ASEAN,
EU, and Hong Kong declined slightly. Notably, the export growth of

ABCI Research products related to coronavirus prevention remained high in Aug.
Export of plastic products grew by 90.6% in Aug, while export of
September 8 , 2020 textile products was up 47.0%; for medical instruments and

equipment, the figure expanded by 38.9%. Meanwhile, export growth
of integrated circuits slowed to 10.9% in Aug from 15.9% in July.

L All growth rates are year-on-year except specified otherwise
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Exhibit 1: China’s export and import growth (%)
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Source(s): China Customs, ABCI Securities

Import growth eased to -2.1% in Aug from -1.4% in July in USD terms,
well below the consensus forecast of a 0.2% increase. Decline in
import growth can be attributed to the bad weather, with high
temperature in many areas and heavy floods in some weighing on
manufacturing activities. The import growth of major commodities in
Aug was lower than that in July. By volume, imports of crude oil, iron
ore, integrated circuits, soybeans, and grains grew by 12.6%, 5.8%,
9.9%, 1.3%, and 17.1%, respectively, down from 25.0%, 23.8%,
21.3%, 16.8%, and 32.9% in July. It is noted that import growth from
the US eased to 1.8% in Aug from 3.6% in July.

The trade balance remained high in Aug despite falling slightly to
US$ 58.9bn from US$ 62.3bn in July, exceeding the market
expectation of US$ 49.7bn. We believe the higher-than-expected
trade surplus in Aug, coupled with the FX reserves that recorded a
fifth straight monthly increase, would provide support to RMB in the
near term. The high merchandise trade surplus in Aug and July and
the sharp narrowing of service trade deficit indicate that the net
exports of goods and services are likely to provide positive support
for economic growth in 3Q20. Notably, China’s trade surplus with the
US further widened to US$ 34.2bn in Aug from US$ 32.5bn in July.

Looking ahead, with the continuation of global economic recovery
and steady growth in China’s economy, trade growth is expected to
remain stable despite continuation of the Sino-U.S. trade dispute. We
revise up our growth forecasts for China’s exports and imports to
2.0% and -3.0% for 2020E from the previous estimates of -2.0% and
-4.0%; meanwhile, our forecast for spot USD/CNY rate by end-2020E
was adjusted to 6.7000 from the previous estimate of 6.9000 (Exhibit
2).
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Exhibit 2: Economic forecasts

2019 | 2020F(New) | 2020F(Old)

Real GDP growth, % 6.1 2.5 2.5
FAI growth, % 54 2.0 2.0
Retail Sales growth, % 8.0 2.0 2.0
Export growth in USD

terms, % 0.5 2.0 -2.0
Import growth in USD

terms, % -2.8 -3.0 -4.0
Industrial Production

growth, % 5.7 2.7 2.7
CPI, % 2.9 3.0 3.0
PPI, % -0.3 -1.0 -1.0
M2 growth, % 8.7 11.0 11.0
ﬁggregate Financing, RMB 25.674 30,000 30,000
New Yuan Loans, RMB bn 16,816 20,000 20,000
Spot CNY per US dollar,

End-year 6.9632 6.7000 6.9000
One-year LPR, % 4.15 3.65 3.65
Five-year LPR, % 4.80 4.55 4.55

Source(s): NBS, PBOC, ABCI Securities estimates
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Analyst Certification

I, Yao Shaohua, Andy, 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 my 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 the listed company(ies)
covered in this report, and | and/or my associates do not serve as officer(s) of the listed
company (ies) covered in this report.

Definition of equity rating

Rating Definition

Buy Stock return rate> Market return rate (10%)

Hold - Market return rate (-10%) < Stock return rate < Market return rate (+10%)
Sell Stock return < - Market return (-10%)

Notes: Stock return rate: expected percentage change of share price plus gross dividend
yield over the next 12 months

Market return rate: average market return rate since 2008 (HSI total return index

2008-19 CAGR at 10%)

Time horizon of share price target: 12-month

Stock rating, however, may vary from the stated framework due to factors including but
not limited to: corporate governance, market capitalization, historical price volatility
relative to corresponding benchmark index, average daily turnover of the stock relative
to market capitalization of the stock, competitive advantages in corresponding industry,
etc.

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
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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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