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China Market Strategy

A Deadcat, or A New Bull?

]

The Hang Seng rally stalled at 22,700, vs. our price target of 23,000 set in late October
2022 and our 850-Cycle line of 22,500.

After a 50% rally in three months, the itch to take profit cannot be denied. Onshore
market has yet to respond in full to China’s PMI re-expansion.

]

]

But — the market bottom we called in late October 2022 is indeed a secular turning
point, as shown by our leading indicator, valuation and China’s market cap.

Rally Stalled at 850-Cycle Line

Last week, the Hang Seng index suffered the largest weekly decline of more than four
percentin 14 weeks -- since it bottomed in late October 2022. Other China-related indices
met a similar fate. It has shaken a few, and we were also caught off guard. Many are
asking whether it is time to take profits. After all, the Hang Seng has rallied ~50% from its
bottom, and the Hang Seng Tech index ~80%.

When we turned bullish in late October last year from a contrarian and bearish stance,
we set the price target for the Hang Seng index at 23,000, when the index was at just
above 14,000. It was an audacious and contrarian call then. The peak of the current rally
was 22,700, just 1% from our price target.

Further, we note that this rally stalled right at the the 850-cycle Line of ~22,500. (For
detailed discussion of our 850-Cycle Line, please refer to our best-selling book “Forecast:
the Economy, Cycle and Market Bubble” in Chinese published by the CITIC Press.) This
line has been touched a number of times -- first as a support level in late March, 2020
when the pandemic was unravelling; then twice as resistance level in mid March and July
2022 as the Hang Seng Index could not halt its decline (Figure 1).

Figure 1: Hang Seng rally stalls at 850-cycle line.
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Splits Emerging

Despite a general recovery in sentiment towards China and an epic rally, data are still
suggesting fund outflows from the Hang Heng Trackers Fund (2800.HK), the largest ETF
tracking the Hang Seng Index (Figure 1). The cumulative fund flow for this fund has
actually declined as the Hang Seng surged. It is surprising, given the the bullish sentiment
now and record buying by the southbound money via the Connect Program.

In Figure 2, we show the performance divergence between metals and energy since the
“China re-open trade” started late October last year. It is perplexing, since the argument
for continuing performance of oil has been that China would consume more oil as it
reopens and recovers. Metals, on the other hand, have fared much better and are running
away from its historically close correlation with energy.
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Figure 2: The performance divergence between metal and energy.
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Overall, the commodity index has been largely flat in the past three months, despite a
general risk-on sentment in equities and improving economic outlook as China reopens.
As commodities are more sensitive to the physical economic conditions while stocks are
more tuned to sentiments and fundflows, it would appear that stocks are convinced that
an economic recovery will come sooner or later, while commodities are hesitant to
participate and instead opt to wait for further evidence of a recovery.

In sum, funds are still flowing out of Hong Kong ETF despite bullish sentiment, and energy
paints a different picture from metals regarding economic outlook. These significant
divergences, amongst many other rifts such as the inverted yield curve but strong US
payrolls, suggest that we are at a critical market juncture. A call here will have to
determine whether the rally is just another deadcat bear market rebound, or it is a
genuine trend reversal heralding an eventual economic recovery.
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A Deadcat, or A New Bull?

We are in the recovery camp, but believe that the journey will be tortuous. In Figure 3,
we compare our proprietary long economic leading indicator, one derived from cyclical
performance divergence of the important commodities, with US IP. The correlation
between our long economic leading indicator (LLEI) and the US IP is palpable, and our LLEI
leads the US economy by about 12 months or more.

Figure 3: Commodities suggest further deceleration in the US economy.
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Our LLEI has been consistent in pinpointing economic turning points in the US economy,
including the 2001 recession, the 2008 global financial crisis, the COVID recession in 2020
and then “the US recession” in the first two quarters of 2022 (Figure 3). Of course, the US
officials dismissed these two successive quarters of negative GDP growth as recession by
alluding to technical reasons.

If historical relationship between our LLEI and the US economy holds, then the US
economy is set for further deceleration in the months ahead. Of course, the current US
data suggest that the economy is still strong, and thus the US market refuses to correct.
But the Fed is sticking to its tightening stance and monetary policy works with a lag.

That said, our LLEI suggests that the second half of 2022 is indeed a turning point for the
global economy. Although it tends to forecast economic turning points with a very long
lead and hence the “long” in its name, it confirms what the stock market, which has a
shorter lead, is seeing and reflecting.

Meanwhile, China PMI has returned to expansionary zone. But the onshore market
represented by the Shanghai Composite has not responded in full (Figure 4). As such,
while the Chinese markets have run into near-term resistance at the important technical
hurdle of the 850-Cycle Line, the market recovery should resume after correction.
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Figure 4: China PMI suggests economic recovery, but stocks have not reponded in full.
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The market bottom witnessed in late October 2022 is significant. In Figure 5, we show
that both the valuation of the Hang Seng Index and China’s total market value had
bottomed around that time. In the past, these two indicators have a track records of
pinpointing historical market bottoms in November 2008, June 2016, March 2020 and
then October 2022.

We note that these measures, as well as our LLEI, are not meant to be precise and can
vary from the actual market bottom by some months. As such, these indicators should be
applied to gauge the market trend in a longer time window, instead of short-term market
timing.

Figure 5: HSI valuation and China market cap change suggest the Oct 2022 bottom is significant.
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Conclusion

After a 50% rally in the Hang Seng and much more in other major China market indices,
rifts are starting to emerge. The rally stalled at the 850-Cycle Line -- an important
technical hurdle. Metals are diverging from energy, and funds continue to flow out of the
largest Hang Seng tracker ETF despite a bullish chorus. The itch to take profit cannot be
denied.

Our LLEI portends further US slowdown in the coming months, but also the significance
in the market bottom we called in late October 2022. China’s PMI is re-expanding, but
the onshore market has not yet responded in full. Both valuation and China’s market
capitalization also suggest that the bottom in last October is indeed a secular turning
point.

Hao Hong, CFA

Twitter: @HAOHONG_CFA

https://twitter.com/HAOHONG _CFA
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Appendix 1: Performance of major asset classes (weekly)

Asset Class 3/2/2023  27/1/2023  20/1/2023  13/1/2023  6/1/2023  30/12/2022 23/12/2022 16/12/2022 9/12/2022  2/12/2022  25/11/2022
MSCl Index
MSCl World 0.97% 2.13% 036% 335% 1.99% 047% -0.06% 2.34% -34% 136% 148%
MSCI DM 1.25% 2% 0ds% 3% 8%  ofo%  003% Hs% % 109% 168%
MSCI EM 1149% 1.44% 0.62% 4.16% 3.38% 0.17% -0.16% -244% 0.45% 3.49% 011%
MSCI China Y 1.48% 4.37% 127% 0% 218% 334%
MSCI AC Asia Ex. Japan 1i5% 157% 0.95% 4.0% 3.64% 0.48% 13% -185% 1.66% 437% 043%
MSCl Europe 1.20% 0.59% 0.05% 1.75% 474% 089% 0.64% 1% 087% 067% 165%
Stock
us. 58P 500 162% 247% 0§6% 267% 145% 0.44% -0.40% Y SE . 1/ 113% 153%
Chinese Mainland ~ SHCOMP 3.35% 0.00% 138% 119% 221% 142% 5% 132% 161% 176% 0.14%
SZCOMP 0.00% 9% 131% 329% 131% 125% 153% 3.05% 282
HK SAR, China Hsl 43 2.9% 1.41% 3.56% 0.96% 226% 6% | 7% | Is%
Japan Nikkei 225 046% 3.42% 166% 056% 54% _ 134% 041% 179% 137%
South Korea KOSPI 3.71% 0.38% 0% | 2.40% 6% 131% -186% 0.00% 042% -i]e%
Germany DAX 215% 0.77% 0.35% 3.26% 012% 0.34% 2% 9% 0.08% 0.76%
UK. FTSE 100 1.76% 047% -084% 1.88% 330% -0.18% 1.92% 183% 1(85% 0.93% 137%
France CAC40 1.95% 1.45% 039% 237% 04s% 0s1% | [387% 0d6% 0.48% 102%
Bloomberg Barclays Indices
Global 0.18% 0.03% 0.00% 084% -082% 0.49% 0.47% 160% 089%
China 0.61% 0.00% 5% 0.63% 0.06% 037% 1.16% 1.44% 041%
Global + China 0.48% 043% 0.00% ofen | O ogw  -0gm% 160% 0.89%
us. 003% 0.09% 015% das% 0.80% 0a% 1.54% 105%
Europe o70% O3 o1% 1% Mo 0do% 150% 0.90%
Asian Pacific 0.10% 04o% 083% 0.27% 1.04% 2% 0.20% 0.22%
EM 043% 0.28% 0.81% ofss  0ke% 0.47% 0.0% 145%
Treasuries 0.11% 048% 0.48% 052% -080% 2% 040% 172% 0.75%
Corporate 0.41% 0.24% 0.23% -0lda% .:h 0.23% 0.03% 158% 135%
High Yield 0.81% 0.43% 0.20% 041% -033% 0.19% 0.47% 141% 1.3?4%
Commodity
Bloomberg Commodity Index 407% -046% 0.49% 3.2:1% -4 0.22% 0.14% 0.&:7% 239% -0.39% 0.11%
Energy 82% -3f3s% 1.26% 498% 4 046% 3l 3.81% 7371% A37% 0.88%
Natural Gas [15k0% | -631% -488% 576% 5 735% 140% Ad6% | 3%
WTI Crude 789% -28o% 191% 820% 102% 6.84% 4.45% Catho% 4.85% -418%
Brent Crude ﬂf% -ﬂs% 250% j9% 167% 6.30% 3.77% s% 241% »ge%
Heating Oil 7% 5.45% 6.11% 8.34% 8, 1.85% 5.09% jo%| 70% 0.01% -6.13%
Unleaded Gasoline 51% 243% 436% 95 3.43% 3.62% 989% 0.33% 332%
Precious Metal W% i 0de% 2.49% 172% 1.04% 0.80% 045% 054% 3.56% 045%
Gold 3f85% 0.04% 0.33% 2.78% 2.38% 1.20% 0.22% 048% 0.06% 2.31% 0.01%
Silver -355% ET REY, " 0.34% 050% 2.54% -1.34% 200% 759% 1.95%
Industrial Metal 333% 0.13% 1.69% -1.&3% 0.38% 137% -4%3% 0.99% 8.21% 182%
Copper 3% 048w ‘ 2.60% 0.04% 1.26% 302% 0.78% 6.06% 030%
Aluminum -ﬁz% 0.36% 3(86% 046% 0.46% 39% 2ft5% 7.77% -359%
Zinc 507% 041% 1.76% 0.25% 145% 3% 5.53% 5.46% 3085%
Nickel -0.48% 0.38% -686% 1.70% 4.47% -406% 1.73% 0.10%
Agriculture 0.75% 1.95% 288% 041% 1.94% 137% 0.48% 2os 018%
Grains 0.46% 0.90% -338% 2.14% 164% 0.96% 0.10% 281% 41.34%
Softs 0.85% 6.30% 394% 382% 4.42% 270% 146% 0.57% 047%
Livestock 133% 0.66% -3[#2% 0.02% 161% 0.74% -z%z% 1.00% 41.39%
Live Cattle 2.05% 0.56% 0.11% 0.10% 127% 0.14% 0.41% 0.48% 047%
Lean Hogs 0.03% 0.85% 887% 0.14% 2.39% 2.11% Fd0% 2.17% 147%
Foreign Exchange
US Dollar Index 0.97% 0.48% 0.34% 076% 047% 040% 2 081%
USDCNY -0lda% 0.00% 162% 1% 0.23% 0.22% : 0.63%
MSCI EM Currency 0.40% 0.22% 0.54% 0.32% 063% 034% 0.28%
USDHKD 021% 0.01% 0.07% 0.44% 0.27% 03% 041%
JPYUSD 101% 0.22% 0.73% 8s% || 200% 0.03%
EURUSD 067% 0.11% 0§7% 0.83% 0.29% 0.44% 0.05%
GBPUSD [ 283% 0.42% 0.08% 0.25% -018% 091% 047%

Source: Bloomberg, GROW Research (Updated on 04/02/2023, same below)
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Asset Class 2023 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010
MSCI Index
MSCl World 8.4% 8% 16j8% 14B%  2ab% aflw  21k%  5.6% 134% -9h%  104%
MSCI DM 8.4% 204% 141%  250% -1014% 201% s.g% 132% g% 9.6%
MSCI EM 8.6% -gﬂn 158% 154% -16/6%  343% 8.6% 151% | -2014% 164%
MSCI China 12.0% 224%  267% 204% - ‘ -1h% 187% -34% 2.6%
MSCI AC Asia Ex. Japan 9.3% -6%2% 2/5% 154% - 2.9% 194% | -192% 17.0%
MSCI Europe 84% -1o% 2214% sh% | 220% -131% 73%  -05% 134% -1019%  8.0%
Stock
us. S&P 500 79%  -194% 260% 163%  2819% 4% 9.5% 134%  0.0%  1218%
Chinese Mainland  SHCOMP 56%  -1511%  4.8% 139% 223% 6%  -123% 3.2% -ﬂ7% »15,3%
SZCOMP 95%  -289% 8.6% | 352%  359% 5% -147% 1.7% 7.5%
HK SAR, China HSI 95%  -1515% -181% -34%  9.1% 0% | 0.4% 228% -2000% 5.3%
Japan Nikkei 225 5. 160%  182% 1% 04% 220% A73%  -3b%
South Korea KOSPI 308% 7.7% 8% 3‘z% 9.4% -110% 219%
Germany DAX 35% | 255% 5% 69% 2911% -1%57% 1611%
UK. FTSE 100 143% 121% 6% 14f% 58%  -56%  9.0%
France CAC 40 % 264% 3%  49% 150% -170% -3B%
Bloomberg Barclays Indices
Global 9.2%  6.8% -1.§% 75%  21% 43%  56%  55%
China 98%  34%  35%  62%  -30% 54%  92%  6.4%
Global + China 92%  66% 0B%  73%  17% 43%  58%  56%
us. 7.5% 8.7% 0.0% 3.5% 2.6% 4.2% 7.8% 6.5%
Europe 134%  41% -4[{:% 6%l 0.3% 1%E% 01%  -4b%
Asian Pacific 6.6% 3.7% 2.9% 5.2% 5.3% -1.0% 7.3%
EM 6.5% | 131% -zf% 82%  9.9% 7.0% | 12.8%
Treasuries 95%  56% -04% @ 73% 1% 18%  63%  59%
Corporate 104% 115%  -3b% | 91%  43% 03% |[410%  43%  58%
High Yield 7.0% | 12i6% —E% 1044% 7.5% 34%
Commodity
Bloomberg Commodity Index 35%  s4%  -130%  0.q%  11l% ob% h% -13a%  16l7%
Energy ﬂ ‘ 94%  -14la% -gz% 15.9% 5.1% ﬂa% -50% -ﬂm
Natural Gas 3% 385%  -21% | 370%  100% 49% | 307% [-471% 7%
WTI Crude -8l8% 316% -200% 41%  6.7% 68% 1lls% 3% 37%
Brent Crude -7B% 327%  -16/6% 132%  250% 72%  75%  168% 113%
Heating Oil 137% 200%  -174% 13?% 3310% 03%  54% 106% 82%
Unleaded Gasoline  -6B% | 45{7% 415% -297% 18%  6.1% 1.9%  256% 144% 12.9%
Precious Metal -08% »1.E% 61%  250% 146%  -64% 9.T°o 9.1% -%8% 62%  45% | 425%
Gold 19%  27%  -4B% 205% 156% 4%  117%  74% 287% 60%  96%  285%
Silver 6B%  05% -1203%  419% 115% -1fl9% 4.f°o 13/6% -3%7% 70%  -1002%
Industrial Metal 34% -4l 308%  159%  47%  2W1% 280% 195% A37%  06% | -2W3%  161%
Copper 6.i% -133% 270%  228%  5.0%  -20i8% zst% 15/4% -sé';% 49% | -245%  294%
Aluminum 74%  -168% 3809%  3.5%  5B% -185% 299%  9.4% 208% -ah%  287%  53%
Zinc 9.{0 -1%3%  279% 181%  3b%  -22l9% ZSE% 569% -7&)% 89% -278% -ob%
Nickel sh% | 437% 2501% 16D%  2958% -180% 2414%  115% 2001% -103%  -287%  320%
Agriculture 06% 132% 26/6% 160% 0% _115% aflon  1.8% -133% 39% -144%  383%
Grains 0B% 156% 200% 180%  -3p% 7% 131%  -6p% 169% 181% -145%  301%
Softs 4.?% shw [ 439% 25% 2.&% -25‘:% -156%  12.8% -1@‘59% 295% -14l0% [159i7%
Livestock 27%  53%  86% -237% 8% 36% 54%  -5bh% 3b% 3% 2h%  94%
Live Cattle 17%  26% -04% -182% -08% 06%  81% 7% -st% -4E% 11%  148%
Lean Hogs adle%  108%  250% -4%8% 20o% 1d7%  18%  -3b% 20%  3b%  ab% 0%
Foreign Exchange
US Dollar Index 0b%  83%  64% 6% 03%  44% 3.6% 03% -05% 15%  15%
USDCNY ab% | 85% 26%  6B% 12%  57% 6.9% 2% abw  dbx  3b%
MSCI EM Currency 28% %  09%  33% 31%  -3B% 3.5% ab%  ss%  2b% | 7.9%
USDHKD 06% 01%  06% -05% -05%  0.2% 0.1% 00%  02% -04%  0.2%
JPYUSD 04% WBlowl i1 4b%  abw 2% 3w -2b% 128%  shw | 128%
EURUSD 08% 5B8% -60% 89% -2b% -4b% [1ah%] -3b% 22% 18% 3%  -65%
GBPUSD -0.0% -37% ab%  34%  39%  -sb%  95% ; 19%  46%  0n%  -3b%
Source: Bloomberg, GROW Research
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322003 27/4/2023 2012023 1342023 6/1/2023  30/12/2022  23/12/2022  16/12/2022  9/12/2022  2/12/2022  25/11/2022

S&P 500 GICS Groups Index

$&P 500 GICS Groups Index 162% 247% 0.66% 267% 145% 0.14% 0.20% -2.08% 337% 113% 153%
Info. Tech. 375% 068% | 4k0% | 022% 0.15% 2.08% 267% 334% 131% 0.98%
Industrials 170% 213% 3.36% 153% 272% 0.18% 076% -1.10% 3.20% 1.00% 190%
Material 0.03% 0.71% a2 A 345% 118% 0.10% 234% 333% 150% 292%
Consumer Staples 062% 043% 286% -146% 175% 0.86% 1.00% -1.40% -183% 110% 210%
Health Care 0.10% 0.89% 112% 0.19% 0.19% 0.19% 081% -183% -1.29% 191% 191%
Consumer Discretionary 225% 0s1% (S 225% 0.26% 3.10% 363% -4.48% 210% 113%
Financials 091% 253% -2.08% 203% 333% 068% 140% 250% 3.90% 0.64% 216%
Energy 5.94% 076% 0.74% 2.66% 0.00% 060% [assH 17 [eaon | 07% 0.26%
Real Estate 150% 282% 075% L A3% | 248% 061% 0.01% 2.38% 1.85% 043% 1.99%
Utiites -1.43% 0.43% -2.93% 045% 070% 0.64% 142% 0.55% 0.32% 006% 3.00%
Telecom 3.28% 29T%  4O0T%  30% 0.08% 0.40% 247% 5.39% 331% 101%

Shanghai Stock Exchange Sector Inde
Info.Tech. 120 [  0.00% 0.09% 257% 225% 0.76% 0.93% 00% [ son
Industrials -138% 341% 000% 032% 1.98% 226% 2.44% 050% 083% 129%
Materials 227% 3.55% 000% 213% 266% 121% -4.41% 3.05% 3.76% 1.08% 038%
Consumer Staples 0.35% -1.94% 000% 377% 110% 0.61% -0.96% 075% 377%
Health Care 270% 422% 000% 253% 271% 2.89% 038% 037% 085%
Consumer Discrentionary 0.59% 0.57% 0.00% 1.97% 3.15% 0.04% -2.90% 0.67% 2.84% 4.88% -2.30%
Financials -2.90% 1.05% 000% 229% 248% 177% 253% 0.87% 394% 144% 293%
Energy -1.44% 237% 000% 383% 063% 023% 217% 0.68% -1.00% 4.69%
Utiities 052% 125% 000% 230% 237% -4.02% -112% 291% 0.73% 392%
Telecom 056% 332% 000% 081% 472% 148% 223% 2.20% 145%  USIGH  041%

Hang Seng Sector Index
Info.Tech. 5.74% 4.60% 201% 39%  [NA020AM  0s2% 1.09% 4% | 036w UAIs% | 746%
Industrials -161% 285% 4.02% 295% 321% 099% 3.98% 053% 431% 3.91% 218%
Materials 3.18% 323% 4.59% 730% 4.30% 117% 376% 2.86% 557% 453% 1.78%
Consumer 367% 338% 052% 359% 4.03% 008% 2.00% 2.27% 4.36%
Financials 5.20% 215% 118% 3.20% 4.48% 177% 089% -1.16% 4.87% 3.09% 210%
Energy 371% 1.94% 491% 6.04% 019% 093% -164% 158% 0.29% -1.40% 3.76%
Real Estate 475% 310% 231% -119% 5.85% 048% -1.94% 245% 023% 3.48%
Utiities -1.93% 058% 183% 0.15% 532% 433% 223% 0.58% 5.65% -1.34% 153%
Telecom 104% 105% 1.86% 411% 314% 0.94% 088% 022% 106% 0.27% 426%

Source: Bloomberg, GROW Research
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2023 2022 2021 2020 2019 2018 2017 2016 2015 2014 2013 2012 2011 2010
S&P 500 GICS Groups Index
S&P 500 GICS Groups Index 79%  194%  269% 168% 280% -60%  194%  95%  -0f%  114% | 29k6%  134% 0.0% 12i8%
Info. Tech. 140%  -28lo% | 33i4% 0% -16% | 3609% 1200%  43%  182%  2602%  1341% 1.3% 94% |
Industrials ay%  Th%  194%  9.0% 268% -180% 185% 161%  4b%  7.5% | 37ew. | 125%  -25% | 239%
Materials 74%  -181%  250%  1841% 219% -164%  214%  14h% AGa% A% 227%  120% aflex  199% |
Consumer Staples k% 3b%  15k% 76% | 240% 2% 105%  26%  38%  1209%  220%  7.5% 105%  107%
Health Care 2% 3b% | 242% 110%  187% a7%  200% -4l 52% | 233% | 387%  152%  102% 0%
Consumer Discretionary 170% 13#6%  237% 32‘1% 262% -05%  21R%  43%  84%  80% | ALo%| 219%  44% | 257%
Financials 6.8%  -124% | 325 % ah% | 290% -1B7%  200% 201% 3%  131% | 330%  268%  -184%  108%
Energy -z.b% 0% 76% 05% -3B% | 2371%  -236% -10l0%  223% 2.3% 2.8% 17.9%
Real Estate 1018%  -284% % 5 % 240% -Sl6%  72%  0.0% 12% | 260%  -1b%  162%  79% | 28i0%
Utilities 3p% 1% 0% -2B%  222% 05%  83%  120%  -sU%  243%  88%  -2b% 1458% 0.9%
Telecom 208% [4Ba%  205%  220% 309% -18a%  sb%  178%  1b%  1bw  6$%  125%  08%  123%
Shanghai Stock Exchange Sector Index :
Info.Tech. 12)6% ﬂl% 00%  2255% |654% -341% -ab% | 26l9% 600% 365% 468%  -141% [VE92%Y| 270% |
Industrials 43%  183% 143%  25B8% 137% -23l6%  55% 130%  107% | 6800% @ -3p%  -4B% | -325% AE%
Materials 110% | 204% 150% 227% 290% | -301% 27.3% 7k%  10%  389%  280%  94% | 351%  -3p% |
Consumer Staples 25%  -1600%  -65% | 8L6% | 475% -1913%  438%  1i%  2441%  151%  7.7% 45%  221%  127%
Health Care 68% | 227% -8B%  574% 243%  -264%  182% aldlaw  45i8%  6.3%  326%  103% | -312% @ 33i8%
Consumer Discrentionary 6.4%  -16/0% sjf/ 81i6%  475% -1913%  4358%  14%  241%  150%  7.7% 45%  2281%  127%
Financials 29% % 1247% 3D%  296% A74%  234% k% ol 820 ob%  200%  -13j9% | 26i8%
Energy 54%  164%  296% -183%  24% | 2603%  64%  -3b%  -130% 24l0% [330%| -4b% | 285%  -1d9%
Utilities 0.7%  -183% 394%  3B%  34% -111%  3D% 2005%  63% | 730%  -1p%  34%  -1702%  -168%
Telecom 94%  -10j5% 92%  -6b% 2900% | 20l8% 121%  -7b% | 5600%  34l6% 30i6% | -23l8% 4.6%
Hang Seng Sector Index
| 1 1 | |
Info.Tech. 150% -2%1% -3ﬂ3% 6956%  237% -zﬂs% 923%  182%  223%  89%  700%  365%  -186% -7#1% |
Industrials si%  212%  -188% -15119% 1507% -1002%  488%  -18% 2%  31%  -0b%  429%  265%  45%
Materials 170% -1502%  94%  300% -04% | 295% 305% 210% -187% -1a%  -249%  81% A%4% | 4.4%
Consumer Goods ; 9/ . 190%  271%  518% 65% -103%  -11l1% 112%  104%  -243%  93% | 1166% -526%
Consumer Services ' ° 67%  -236% 397% 36%  -23l9% 3015%  4001%  220%  -206%  25B8% = 70.6%
Financials 57%  55%  6B%  6b%  7.5% -148%  312%  -3h%  -1000%  7.6%  3.0%  242% 246% 0%
Energy od%  173%  205% | -3%7% 4% 28%  114%  143% | 383% 7% 16w 127%  -1s1%  165%
Real Estate si%  2da%  -1gs%  -159% 157% -102%  488%  -1B% 2%  31%  -9b%  429%  265%  4.5%
Utilities 56% | 303% 176% 9% 09% 12%  157%  7h%  -8h%  62%  138%  150% 2.8% 6.2%
Telecom 117%  69%  05%  -209% 9f% -3h%  -1p%  6p%  Sh%  115%  -102%  117% 2% 8.4%
Source: Bloomberg, GROW Research
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Required Disclosures

This report has been prepared by GROW Asset Management (HK) Limited (“GROW AM”).
GROW AM, its subsidiaries, branches and affiliates are referred to herein as GROW. For
information on the ways in which GROW manages conflicts and maintains independence
of its research product; historical performance information; certain additional disclosures
concerning GROW research recommendations; and terms and conditions for certain third
party data used in research report, please contact GROW. The figures contained in
performance charts refer to the past; past performance is not a reliable indicator of
future results. Additional information will be made available upon request. GROW AM is
licensed by Securities and Futures Commission to conduct Type 9 (asset management)
activities. Analyst Certification: Each research analyst primarily responsible for the
content of this research report, in whole or in part, certifies that with respect to each
security or issuer that the analyst covered in this report: (1) all of the views expressed
accurately reflect his or her personal views about those securities or issuers and were
prepared in an independent manner, and (2) no part of his or her compensation was, is,
or will be, directly or indirectly, related to the specific recommendations or views
expressed by that research analyst in the research report. For a complete set of disclosure
statements associated with the companies discussed in this report, including information
on valuation and risk, please contact GROW.

Global Disclaimer

This document has been prepared by GROW Asset Management (HK) Limited (“GROW
AM”). GROW AM, its subsidiaries, branches and affiliates are referred to herein as GROW.
This Document is provided solely to recipients who are expressly authorized by GROW
to receive it. If you are not so authorized you must immediately destroy the Document.
GROW research is provided to our clients. When you receive GROW research through,
your access and/or use of such research is subject to this Global Disclaimer. When you
receive GROW research via a third party vendor, e-mail or other electronic means, you
agree that use shall be subject to this Global Disclaimer. If you receive GROW research
by any other means, you agree that you shall not copy, revise, amend, create a
derivative work, provide to any third party, or in any way commercially exploit any
GROW research provided, and that you shall not extract data from any research or
estimates provided to you via GROW research or otherwise, without the prior written
consent of GROW.

In certain circumstances (including for example, if you are an academic or a member of
the media) you may receive GROW research and you understand and agree that (i) the
GROW Research is provided to you for information purposes only; (ii) for the purposes of
receiving it you are not intended to be and will not be treated as a “client” of GROW for
any legal or regulatory purpose; (iii) the GROW research must not be relied on or acted
upon for any purpose; and (iv) such content is subject to the relevant disclaimers that
follow. This document is for distribution only as may be permitted by law. It is not
directed to, or intended for distribution to or use by, any person or entity who is a citizen
or resident of or located in any locality, state, country or other jurisdiction where such
distribution, publication, availability or use would be contrary to law or regulation or
would subject GROW to any registration or licensing requirement within such jurisdiction.
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This document is a general communication and is educational in nature; it is not an
advertisement nor is it a solicitation or an offer to buy or sell any financial instruments or
to participate in any particular trading strategy. Nothing in this document constitutes a
representation that any investment strategy or recommendation is suitable or
appropriate to an investor’s individual circumstances or otherwise constitutes a personal
recommendation. By providing this document, none of GROW or its representatives has
any responsibility or authority to provide or have provided investment advice in a
fiduciary capacity or otherwise. Investments involve risks, and investors should exercise
prudence and their own judgment in making their investment decisions. None of GROW
or its representatives is suggesting that the recipient or any other person take a specific
course of action or any action at all. By receiving this document, the recipient
acknowledges and agrees with the intended purpose described above and further
disclaims any expectation or belief that the information constitutes investment advice to
the recipient or otherwise purports to meet the investment objectives of the recipient.
Past performance is not necessarily indicative of future results. Neither GROW nor any of
its directors, employees or agents accepts any liability for any loss (including investment
loss) or damage arising out of the use of all or any of the Information. Prior to making any
investment or financial decisions, any recipient of this document or the information
should take steps to understand the risk and return of the investment and seek
individualized advice from his or her personal financial, legal, tax and other professional
advisors that takes into account all the particular facts and circumstances of his or her
investment objectives. Any prices stated in this document are for information purposes
only and do not represent valuations for individual securities or other financial
instruments. Different assumptions by GROW or any other source may yield substantially
different results. No representation or warranty, either expressed or implied, is provided
in relation to the accuracy, completeness or reliability of the information contained in
any materials to which this document relates (the "Information"). The Information is not
intended to be a complete statement or summary of the securities, markets or
developments referred to in the document. GROW does not undertake to update or keep
current the Information. Any opinions expressed in this document may change without
notice and may differ or be contrary to opinions expressed by other business areas or
groups, personnel or other representative of GROW. Any statements contained in this
report attributed to a third party represent GROW's interpretation of the data,
information and/or opinions provided by that third party either publicly or through a
subscription service, and such use and interpretation have not been reviewed by the third
party. In no circumstances may this document or any of the Information (including any
forecast, value, index or other calculated amount ("Values")) be used for any of the
following purposes: (i) valuation or accounting purposes; (ii) to determine the amounts
due or payable, the price or the value of any financial instrument or financial contract; or
(iii) to measure the performance of any financial instrument including, without limitation,
for the purpose of tracking the return or performance of any Value or of defining the
asset allocation of portfolio or of computing performance fees. By receiving this
document and the Information you will be deemed to represent and warrant to GROW
that you will not use this document or any of the Information for any of the above
purposes or otherwise rely upon this document or any of the Information. GROW has
policies and procedures, which include, without limitation, independence policies and
permanent information barriers, that are intended, and upon which GROW relies, to
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manage potential conflicts of interest and control the flow of information within divisions
of GROW and among its subsidiaries, branches and affiliates. For further information on
the ways in which GROW manages conflicts and maintains independence of its research
products, historical performance information and certain additional disclosures
concerning GROW research recommendations, please contact GROW. Research will
initiate, update and cease coverage solely at the discretion of GROW, which will also have
sole discretion on the timing and frequency of any published research product. The
analysis contained in this document is based on numerous assumptions. Different
assumptions could result in materially different results.

GROW specifically prohibits the redistribution of this document in whole or in part
without the written permission of GROW and in any event GROW accepts no liability
whatsoever for any redistribution of this document or its contents or the actions of third
parties in this respect. Images may depict objects or elements that are protected by third
party copyright, trademarks and other intellectual property rights. The key symbol and
GROW are among the registered and unregistered trademarks of GROW. All rights
reserved.
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