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Introducing XiNomics

Last week, China unveiled its most substantial stimulus measures since 2015. The triptych package,
aimed atreviving growth, is essentially a domestic-oriented stimulus that could bring some “light at the
end of the tunnel” for China equity investors, even if selectivity remains key. A welcome “first arrow”
from policymakers which now calls for a second “fiscal arrow”. This time could be different: pessimists
look at this move as “too little and too late”, but optimists like ourselves see this bold move as a clear
willingness to put a floor on equity valuations, stop the deflation process and restore consumer
confidence. We remain positive on emerging markets, China will provide an additional and much needed
engine to the asset class, with positive repercussions on the rest of Asia. Investors remain largely absent
from this market, the rally could have further legs.

The most significant stimulus measures since 2015

A slew of stimulus measures (Table 1) were announced by the People’s Bank of China (PBoC), China Securities
Regulatory Commission (CSRC) and National Financial Regulatory Administration (NFRA) on 24 September 2024,
directed at supporting the housing and stock markets.

Table 1: Key Measures Announced 24 September

Broad-based Targeted Targeted

provide at least CNY 500 billion of liquidity
support for stocks, including a swap facility
allowing securities firms, funds and
insurance companies to tap liquidity from
PBoC to buy stocks where they can pledge
assets

minimum down-payment ratio for second homes
will be lowered to 15% from 25%, now in line with
first-home downpayment rules

7-day reverse repo cut
by 20 bpsto 1.5%

PBoC's CNY 300 billion re-lending programme

bY Loan Prime Rate cut
by 26 bps

announced in May will be ramped up to provide 100%
of the principal of bank loans extended to regional
state-owned enterprises to buy unsold homes, up

from 60%

a separate specialised refinancing facility
for listed companies and major shareholders
to buy back shares, raise holdings

Required Reserve Ratio
cut by 50 bps, releasing
CNY 1trillion inlong-term
liquidity (PboC highlighted that
there could be a further cut of
25 bps to 50 bps by end 2024)

PBoC will guide banks to reduce interest rates on
existing mortgages to the vicinity of interest rates
for newly issued loans. PBoC Governor Pan said the
cut in outstanding mortgage rates is expected to
reduce household interest expenses by CNY 150
billion

CSRC will be releasing six measures to
support M&A soon

Boost Core Tier-One capital to
six major commercial banks
which will likely increase their
capacity to expand credit

increase its support to 100% of the affordable-
housing loans under the
CNY 300 billion programme announced
in May, up from 60% originally

Cut rates on CNY 300 billion worth
of 1year medium-term lending fa-
cility (MLF)loans to some Finan-
cial Institutions to 2%, from 2.3%




Our take on the latest stimulus package

This synchronised, positive monetary surprise (Chart 1) is aimed at creating a virtuous cycle to arrest the further
decline in sentiment among consumers and investors towards asset prices, as the magnitude and timing of
monetary policy easing surpassed our expectations.

Given the global disinflationary environment and dovish monetary policies, with the Federal Reserve (Fed) being
the latest to join in, there is now greater room for PBoC to manoeuvre with even more dovishness, supporting
domestic growth without a severe impact on its currency.

Chart 1: China Key Policy Rates
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However...

While policies can be set, the eventual transmission to the economy matters. Market sentiment was clearly lifted
by the stronger-than-expected measures (as can be seen in the stock market), but scepticism remained on any
lasting impact to China’s growth or the property market.

Casein point: PBoC's re-lending programme has faced a slow take-up due to the poor potential returns and weak
buying sentiment while developers continue to face funding risks.

While households are expected to reduce mortgage payments by CNY 150 billion (0.1% of GDP) due to the planned
cut in interest rates for existing mortgages, the transmission to consumption will face leakage, as propensity to
spend is likely low due to weak consumer confidence (Chart 2).

Going ahead

Despite questions on the eventual transmission to sentiments, consumption, or even GDP growth, one thing is
for sure - China’s recent measures are steps in the right direction.

The concerted effort to announce the various policies show a political will for policy communication, a welcomed
(and much needed) pillar of stability for consumer/investor/corporate sentiments as they adjust their
expectations.

Beyond the short-term boost to confidence, the market is likely to wait and see whether China actually adds a
fiscal leg to the monetary leg of the stimulus (aimed at stimulating consumption via direct budget measures).



The good news? China’s policymakers signalled that there will be further policy steps to support growth, fuelling
market expectations.

Chart 2: Chinese Consumer confidence
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Light at the end of the tunnel for China equity investors?

The announcement by Chinese authorities of a surprise, substantial, wide-reaching stimulus package has had a
dramatic impact on Chinese equity markets, so far(at the time of writing): both the Hang Seng China Enterprises
index (HSCEI) and Shanghai Shenzhen CSI 300 Index have been up 14% and 16% (in USD), respectively, from 23
September to 27 September 2024 (source: Bloomberg).

From alow base and deep under-owning by global investors, the substantial Chinese stimulus package certainly
boosted equity investor sentiment as a first leg in a potential, substantial, broad, rally.

However, we believe that global investors might remain somewhat cautious, at first, in order to assess whether
further policy announcements come online, particularly on the fiscal front and the transmission of stimulus
measures to actual consumption. The obvious question remains the potential difference between real economy
growth and corporate profits versus actual equity market performance.

China's latest substantial policy stimulus announcement is essentially a domestic economy-oriented package
that could bring some “light at the end of the tunnel” for Chinese equity investors. Main support factors are(very)
low valuations (forward P/E multiple for MSCI China remains undemanding at 9.5x after the current rally, at the
time of writing)and a potential switch in global investment flows back to China, in addition to substantial, specific,
liquidity programs aimed at local equity markets (stimulus package).

Another potential catalyst for Chinese equity markets is the National Stabilisation Fund: the PBoC confirmed that
this is under consideration. This could boost local equity markets down the line.

As for China equity market positioning, at this time, we prefer large cap, liquid and high beta stocks as well as
selective yield plays, mainly in the internet and financial sectors. In addition, we favour subsidised sectors such
as Automobile and Home appliances. In any case, stock selectivity will remain key in China, more so than ever.



Chart 3: Deep valuations discounts for China/Hong Kong equity markets - Asia 12-month forward
Price/Earnings ratios vs. long-term average

30
25
20
[ J
[ J (] [ J
15 ® ®
[ J
10
5
0
Q o > Q > Q o> - - S
S & S @ ) \{@ \Qc\ QQK ,\@0 2 (bc} &
N < S ‘{\\L\ K0 O')D ,\‘(\% Q}QQ Q\'?} \\QQ
o & o &S N S
A\
N
N
&

B 12-month forward P/E ratio ® 15-year P/E ratio average

Source: FactSet, Macrobond, Indosuez Wealth Management.

Alexandre DRABOWICZ
Chief Investment Officer

Gautier VENERATI, CFA
Head of Asia Equity Portfolio Management

Francis TAN
Chief Strategist Asia




DISCLAIMER

This document entitled “CIO Perspectives” (the “Publication”) is issued for marketing communication only.

The languages in which it is drafted form part of the working languages of Indosuez Wealth Management.

The information published in the Publication has not been reviewed and is not subject to the approval or authorisation of any regulatory or market authority whatsoever, in whatever
jurisdiction.

The Publication is not intended for or aimed at the persons of any country in particular. The Publication is not intended for persons who are citizens, domiciled or resident in a country or
jurisdiction in which its distribution, publication, availability or use would contravene applicable laws or regulations. This document does not constitute or contain an offer or an invitation to
buy or sell any financial instrument and/or service whatsoever. Similarly, it does not, in any way, constitute a strategy, personalised or general investment or disinvestment recommendation
or advice, legal or tax advice, audit advice, or any other advice of a professional nature. No representation is made that any investment or strategy is suitable and appropriate to individual
circumstance or that any investment or strategy constitutes a personalised investment advice to any investor.

The relevant date in this document is, unless otherwise specified, the editing date mentioned on the last page of this disclaimer. The information contained herein are based on sources
considered reliable. We use our best effort to ensure the timeliness, accuracy, and comprehensives of the information contained in this document. Allinformation as well as the price, market
valuations and calculations indicated herein may change without notice. Past prices and performances are not necessarily a guide to future prices and performances.

The risks include, amongst others, political risks, credit risks, foreign exchange risks, economic risks and market risks. Before entering into any transaction, you should consult your
investment advisor and, where necessary, obtain independent professional advice in respect of risks, as well as any legal, regulatory, credit, tax, and accounting consequences. You are
advised to contact your usual advisers in order to make your decisions independently, in light of your particular financial situation and your financial knowledge and experience Foreign
currency rates may adversely affect the value, price or income of the investment when it is realised and converted back into the investor’s base currency.

CA Indosuez a French company, the holding company for the Crédit Agricole group’s wealth management business, and its related subsidiaries or entities, namely CA Indosuez (Switzerland)
SA, CA Indosuez Wealth (Europe), CFM Indosuez Wealth, their respective subsidiaries, branches, and representative offices, whatever their location, operate under the single brand Indosuez
Wealth Management. Each of the subsidiaries, their respective subsidiaries, branches, and representative offices, as well as each of the other Indosuez Wealth Management entities are
referred to individually as the “Entity” and collectively as the “Entities".

The Entities or their shareholders as well as its shareholders, subsidiaries, and more generally companies in the Crédit Agricole SA group (the “Group”) and respectively their corporate
officers, senior management or employees may, on a personal basis or in the name and on behalf of third parties, undertake transactions in the financial instruments described in the
Publication, hold other financial instruments in respect of the issuer or the guarantor of those financial instruments, or may provide or seek to provide securities services, financial services
or any other type of service for or from these Entities. Where an Entity and/or a Crédit Agricole Group Entity acts as an investment adviser and/or manager, administrator, distributor or
placement agent for certain products or services mentioned in the Publication, or carries out other services in which an Entity or the Crédit Agricole Group has or is likely to have a direct or
indirect interest, your Entity shall give priority to the investor's interest.

Some investments, products, and services, including custody, may be subject to legal and regulatory restrictions or may not be available worldwide on an unrestricted basis taking into
consideration the law of your country of origin, your country of residence or any other country with which you may have ties. In particular, any the products or services featured in the
Publication are not suitable for residents of US and Canada. Products and services may be provided by Entities under their contractual conditions and prices, in accordance with applicable
laws and regulations and subject to their licence. They may be modified or withdrawn at any time without any notification.

Please contact your relationship manager for further information.

Inaccordance with applicable regulations, each Entity makes the Publication available:

* InFrance: this publication is distributed by CA Indosuez, a public limited company with a capital of 584'325'015 euros, a credit institution and an insurance brokerage company registered
with the French Register of Insurance Intermediaries under number 07 004759 and with the Paris Trade and Companies Register under number 572 171 635, whose registered office is
located at 17, rue du Docteur Lancereaux - 75008 Paris, and whose supervisory authorities are the Prudential Control and Resolution Authority and the Autorité des Marches Financiers.

 In Luxembourg: the Publication is distributed by CA Indosuez Wealth (Europe), a limited company (société anonyme) under Luxembourg law with share capital of euros 415.000.000,
having its registered office at 39 allée Scheffer L-2520 Luxembourg, registered with the Luxembourg Companies Register under number B91.986, an authorized credit institution
established in Luxembourg and supervised by the Luxembourg financial regulator, the Commission de Surveillance du Secteur Financier (CSSF).

* In Spain: the Publication is distributed by CA Indosuez Wealth (Europe) Sucursal en Espafa, supervised by the Banco de Espafia (www.bde.es)and the Spanish National Securities Market
Commission (Comision Nacional del Mercado de Valores, CNMV, www.cnmv.es), a branch of CA Indosuez Wealth (Europe), a credit institution duly registered in Luxembourg and supervised
by the Luxembourg financial regulator, the Commission de Surveillance du Secteur Financier (CSSF). Address: Paseo de la Castellana numero 1, 28046 Madrid (Spain), registered with the
Banco de Espafa under number 1545. Registered in the Madrid Trade and Companies Register, number T 30.176, F 1, S 8, H M-543170, CIF (Company tax ID): W-0182904-C.

« In Belgium: the Publication is distributed by CA Indosuez Wealth (Europe) Belgium Branch, located at 120 Chaussée de la Hulpe B-1000 Brussels, Belgium, registered with the Brussels
Companies Register under number 0534 752 288, entered in the Banque-Carrefour des Entreprises (Belgian companies database)under VAT number 0534.752.288 (RPM Brussels), a branch
of CA Indosuez Wealth (Europe).

In Italy: the Publication is distributed by CA Indosuez Wealth (Europe), Italy Branch based in Piazza Cavour 2, Milan, Italy, registered in the Register of Banks no. 8097, tax code and
registration number in the Business Register of Milan, Monza Brianza and Lodi n. 97902220157.

* Within the European Union: the Publication may be distributed by Indosuez Wealth Management Entities authorised to do so under the Free Provision of Services.

* InMonaco: the Publication is distributed by CFM Indosuez Wealth, 11, Boulevard Albert ler - 98000 Monaco registered in the Monaco Trade and Industry Register under number 56S00341,
accreditation: EC/2012-08.

In Switzerland: the Publication is distributed by CA Indosuez (Switzerland) SA, Quai Général-Guisan 4, 1204 Geneva and by CA Indosuez Finanziaria SA, Via F. Pelli 3, 6900 Lugano and by
their Swiss branches and/or agencies. The Publication constitutes marketing material and does not constitute the product of a financial analysis within the meaning of the directives of
the Swiss Bankers Association(SBA)relating to the independence of financial analysis within the meaning of Swiss law. Consequently, these directives are not applicable to the Publication.

* In Hong Kong SAR: the Publication is distributed by CA Indosuez (Switzerland) SA, Hong Kong Branch, Suite 2918, Two Pacific Place, 88 Queensway. No information contained in the
Publication constitutes an investment recommendation. The Publication has not been referred to the Securities and Futures Commission (SFC) or any other regulatory authority in Hong
Kong. The Publication and products it may mention have not been authorised by the SFC within the meaning of sections 103, 104, 104A or 105 of the Securities and Futures Ordinance (Cap.
571)(SFO).

« In Singapore: the Publication is distributed by CA Indosuez (Switzerland) SA, Singapore Branch 168 Robinson Road #23-03 Capital Tower, 068912 Singapore. In Singapore, the Publication
is only intended for persons considered to be high net worth individuals in accordance with the Monetary Authority of Singapore's Guideline No. FAA-GO7, or accredited investors,
institutional investors or expert investors as defined by the Securities and Futures Act, Chapter 289 of Singapore. For any questions concerning the Publication, recipients in Singapore
can contact CA Indosuez (Switzerland) SA, Singapore Branch.

In the DIFC-UAE: the Publication the brochure is distributed by CA Indosuez (Switzerland) SA, DIFC Branch, Al Fattan Currency House, Tower 2 - Level 23 Unit 4 DIFC PO Box 507232 Dubai
- UAE a company regulated by the Dubai Financial Service Authority ("‘DFSA”). This brochure is intended for professional client and/or market counterparty only and no other person should
act upon it. The financial products or services to which this publication relates will only be made available to a client who meets the DFSA professional client and /or market counterparty
requirements. This brochure is provided for information purposes only. It is not to be construed as an offer to buy or sell or solicitation of an offer to buy or sell any financial instruments
or to participate in any particular trading strategy in any jurisdiction.

* In the UAE: the Publication is distributed by CA Indosuez (Switzerland) SA, Abu Dhabi Representative Office, Zayed - The Ist Street- Al Muhairy Center, Office Tower, 5th Floor, P.0. Box
44836 Abu Dhabi, United Arab Emirates. CA Indosuez(Switzerland) SA operates in the United Arab Emirates (UAE)via its representative office which comes under the supervisory authority
of the UAE Central Bank. In accordance with the rules and regulations applicable in the UAE, CA Indosuez (Switzerland) SA representation office may not carry out any banking activity. The
representative office may only market and promote CA Indosuez(Switzerland) SA's activities and products. The Publication does not constitute an offer to a particular person or the general
public, or an invitation to submit an offer. It is distributed on a private basis and has not been reviewed or approved by the UAE Central Bank or by another UAE reqgulatory authority.

* Other countries: laws and regulations of other countries may also limit the distribution of this publication. Anyone in possession of this publication must seek information about any legal
restrictions and comply with them.

The Publication may not be photocopied or reproduced or distributed, in full or in part, in any form without the prior agreement of your Bank.

© 2024, CA Indosuez (Switzerland) SA /All rights reserved.

Photo credits: iStock.



