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STRATEGY - CHINA

Cross Currents

In our base case, we expect the MSCI China index to range trade for the rest of 2024 due
to uncertainties over the duration of economic adjustment. Upside risk comes from the
start of the Fed’s easing cycle as it opens the way for further monetary easing in China.
However, this should be complemented by demand-side policies for greater impact. In
the meantime, we utilise a barbell strategy, preferring TMT, tech hardware and
defensives like financials, communication services and utilities.

¢ Pricing in slower growth. The MSCI China index has traded back down to 8.5-9.5x 12-
month forward PE levels, as the pre-Third Plenum rally stalled on the lack of near-term
catalysts and soft economic data. In particular, the dip in money supply growth does not
bode well. It reflects not only a fall in transactional demand for funds but also a decline in
free liquidity which is a negative in asset pricing.

¢ Sino-US tensions are expected to rise as Trump has a high chance of returning for a
second term come November's US Presidential elections. He has proposed 60% tariffs on
Chinese goods and there are many other proposals by the conservative Heritage Foundation
to ring-fence China. However, some of these measures are already in place, and incremental
damage could be less than expected. We expect the disruptions to Chinese trade could lead
to at least 1.5ppt of growth coming off our base-case projection.

Click here for Blue Top dated 26 August 2024
CHINA’S EXPORTS TO US BY KEY PRODUCTS

ExportstoUS | % of China's
Category (US$h) % of exports to US Exports In Category
Electrical Machinery and Equipment and Parts 124.4 249 13.9
Nuclear Reactors, Boilers, Machinery,
Mechanical Appliances & Parts 838 178 174
Furniture 30.6 6.1 25.2
Toys, Games and Sports Requisites 29.3 5.9 331
Plastics and Articles 23.2 4.6 17.6
Articles of Apparel and Clothing Accessories
(Knitted or Crocheted) 189 38 230
Commodities Not Classified According to Kind 18.5 3.7 276
Vehicles Other Than Railway or Tramway 182 36 95
Rollingstock and Parts ' ' '
Avrticles of Iron or Steel 132 26 13.6
Articles of Apparel and Clothing Accessories
(not Knitted or Crocheted) 129 26 184
Optical Instruments and Apparatus; Parts and 119 24 171
Accessories Thereof ' ’ '
Other Made Up Textile Articles 10.1 2.0 30.5
Footwear, Gaiters and the Like; Parts of Such 9.4 19 178

Articles
Source: Bloomberg, UOB Kay Hian

¢ Rate cuts and demand-side policies. The Fed’s expected rate cut cycle starting on 18 Sep
24 will provide the PBOC with greater room for monetary easing. Real one-year lending rate
still stands at 3.85% and historically, it has fallen to below 1% during economic downswings.
Further monetary easing has to be complemented by demand-side measures for greater
impact to help restore economic confidence.
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« Barbell strategy. In the meantime, we prefer technology, media and telecom (TMT), as their
wider reach and economies of scale will lead to their outperformance in an environment of
consumption downtrading. We also like tech hardware for the structural growth in Al. On the
other end of the spectrum, we are OVERWEIGHT on defensive sectors like financials,
communication services and utilities.

RECOMMENDED SECTOR ALLOCATION
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STOCK RECOMMENDATIONS
Price Target B o Dividend Yield
Sector Bloomberg  Company 22-Aug-24 Price Upside 2024F 2025F 2024F
Ticker (Icy) (Icy) (%) (x) (x) (%)
BUYs
Communication Services 700 HK Tencent 377.80 490.00 297 16.0 141 15
Consumer Discretionary 175 HK Geely 7.99 13.00 62.7 93 73 74
Consumer Discretionary 2423 HK KE Holdings 38.55 53.00 315 175 132 20
Consumer Discretionary PDD US Pinduoduo 147.19 200.00 359 120 9.4 0.0
Consumer Discretionary 9961 HK Trip.com 339.60 556.00 63.7 139 122 0.0
Financials 3968 HK CM Bank 33.65 44.00 30.8 5.3 48 6.4
Financials 2328 HK PICC P&C 9.95 1170 176 12 6.4 58
Information Technology 522 HK ASMPT 89.15 118.50 329 40.8 178 12
Information Technology 601138 CH  Foxconn Industrial Internet 20.39 30.00 471 154 115 35
Information Technology 2382 HK Sunny Optical 48.50 63.00 29.9 214 16.6 0.8
Information Technology 1810 HK Xiaomi 19.10 23.70 241 225 210 0.0
SELLs
Consumer Discretionary 2015 HK Li Auto 82.70 70.00 -15.4% 199 20.1 0.0
Consumer Discretionary 9868 HK Xpeng 27.60 18.00 -34.8% Loss Loss 0.0

Note: Prices as of 22 Aug 2019

* P/B instead of PE

** Link FY ends in Mar, P/B for FY19 and FY20, and dividend yield for FY19 were used
Source: Bloomberg, UOB Kay Hian

Refer to last page for important disclosures.




UOBKayHian

Tuesday, 27 August 2024

Disclosures/Disclaimers

This report is prepared by UOB Kay Hian Private Limited (‘UOBKH”), which is a holder of a capital markets services licence and an
exempt financial adviser in Singapore.

This report is provided for information only and is not an offer or a solicitation to deal in securities or to enter into any legal relations, nor an
advice or a recommendation with respect to such securities.

This report is prepared for general circulation. It does not have regard to the specific investment objectives, financial situation and the
particular needs of any recipient hereof. Advice should be sought from a financial adviser regarding the suitability of the investment
product, taking into account the specific investment objectives, financial situation or particular needs of any person in receipt of the
recommendation, before the person makes a commitment to purchase the investment product.

This report is confidential. This report may not be published, circulated, reproduced or distributed in whole or in part by any recipient of this
report to any other person without the prior written consent of UOBKH. This report is not directed to or intended for distribution to or use by
any person or any entity who is a citizen or resident of or located in any locality, state, country or any other jurisdiction as UOBKH may
determine in its absolute discretion, where the distribution, publication, availability or use of this report would be contrary to applicable law
or would subject UOBKH and its connected persons (as defined in the Financial Advisers Act, Chapter 110 of Singapore) to any
registration, licensing or other requirements within such jurisdiction.

The information or views in the report (“Information”) has been obtained or derived from sources believed by UOBKH to be reliable.
However, UOBKH makes no representation as to the accuracy or completeness of such sources or the Information and UOBKH accepts
no liability whatsoever for any loss or damage arising from the use of or reliance on the Information. UOBKH and its connected persons
may have issued other reports expressing views different from the Information and all views expressed in all reports of UOBKH and its
connected persons are subject to change without notice. UOBKH reserves the right to act upon or use the Information at any time,
including before its publication herein.

Except as otherwise indicated below, (1) UOBKH, its connected persons and its officers, employees and representatives may, to the
extent permitted by law, transact with, perform or provide broking, underwriting, corporate finance-related or other services for or solicit
business from, the subject corporation(s) referred to in this report; (2) UOBKH, its connected persons and its officers, employees and
representatives may also, to the extent permitted by law, transact with, perform or provide broking or other services for or solicit business
from, other persons in respect of dealings in the securities referred to in this report or other investments related thereto; (3) the officers,
employees and representatives of UOBKH may also serve on the board of directors or in trustee positions with the subject corporation(s)
referred to in this report. (All of the foregoing is hereafter referred to as the “Subject Business”); and (4) UOBKH may otherwise have an
interest (including a proprietary interest) in the subject corporation(s) referred to in this report.

As of the date of this report, no analyst responsible for any of the content in this report has any proprietary position or material interest in
the securities of the corporation(s) which are referred to in the content they respectively author or are otherwise responsible for.

IMPORTANT DISCLOSURES FOR U.S. PERSONS

This research report was prepared by UOBKH, a company authorized, as noted above, to engage in securities activities in Singapore.
UOBKH is not a registered broker-dealer in the United States and, therefore, is not subject to U.S. rules regarding the preparation of
research reports and the independence of research analysts. This research report is provided for distribution by UOBKH (whether directly
or through its US registered broker dealer affiliate named below) to “major U.S. institutional investors” in reliance on the exemption from
registration provided by Rule 15a-6 of the U.S. Securities Exchange Act of 1934, as amended (the “Exchange Act”). All US persons that
receive this document by way of distribution from or which they regard as being from UOBKH by their acceptance thereof represent and
agree that they are a major institutional investor and understand the risks involved in executing transactions in securities.

Any U.S. recipient of this research report wishing to effect any transaction to buy or sell securities or related financial instruments based on
the information provided in this research report should do so only through UOB Kay Hian (U.S.) Inc (“UOBKHUS"), a registered broker-
dealer in the United States. Under no circumstances should any recipient of this research report effect any transaction to buy or sell
securities or related financial instruments through UOBKH.

UOBKHUS accepts responsibility for the contents of this research report, subject to the terms set out below, to the extent that it is
delivered to and intended to be received by a U.S. person other than a major U.S. institutional investor.

The analyst whose name appears in this research report is not registered or qualified as a research analyst with the Financial Industry
Regulatory Authority (“FINRA”) and may not be an associated person of UOBKHUS and, therefore, may not be subject to applicable
restrictions under FINRA Rules on communications with a subject company, public appearances and trading securities held by a research
analyst account.
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Analyst Certification/Regulation AC

Each research analyst of UOBKH who produced this report hereby certifies that (1) the views expressed in this report accurately reflect
his/her personal views about all of the subject corporation(s) and securities in this report; (2) the report was produced independently by
him/her; (3) he/she does not carry out, whether for himself/herself or on behalf of UOBKH or any other person, any of the Subject Business
involving any of the subject corporation(s) or securities referred to in this report; and (4) he/she has not received and will not receive any
compensation that is directly or indirectly related or linked to the recommendations or views expressed in this report or to any sales,
trading, dealing or corporate finance advisory services or transaction in respect of the securities in this report. However, the compensation
received by each such research analyst is based upon various factors, including UOBKH'’s total revenues, a portion of which are
generated from UOBKH’s business of dealing in securities.

Reports are distributed in the respective countries or jurisdictions by the respective entities and are subject to the additional restrictions
listed in the following table.

General This report is not intended for distribution, publication to or use by any person or entity who is a citizen or resident of or
located in any country or jurisdiction where the distribution, publication or use of this report would be contrary to
applicable law or regulation.

Hong Kong | This report is distributed in Hong Kong by UOB Kay Hian (Hong Kong) Limited ("UOBKHHK"), which is regulated by the
Securities and Futures Commission of Hong Kong. Neither the analyst(s) preparing this report nor his associate, has
trading and financial interest and relevant relationship specified under Para. 16.4 of Code of Conduct in the listed
corporation covered in this report. UOBKHHK does not have financial interests and business relationship specified under
Para. 16.5 of Code of Conduct with the listed corporation covered in this report. Where the report is distributed in Hong
Kong and contains research analyses or reports from a foreign research house, please note:

(i) recipients of the analyses or reports are to contact UOBKHHK (and not the relevant foreign research house) in Hong
Kong in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Hong Kong
who is not a professional investor, or institutional investor, UOBKHHK accepts legal responsibility for the contents of the
analyses or reports only to the extent required by law.

Indonesia This report is distributed in Indonesia by PT UOB Kay Hian Sekuritas, which is regulated by Financial Services Authority
of Indonesia (“OJK”). Where the report is distributed in Indonesia and contains research analyses or reports from a
foreign research house, please note recipients of the analyses or reports are to contact PT UOBKH (and not the relevant
foreign research house) in Indonesia in respect of any matters arising from, or in connection with, the analysis or report.
Malaysia Where the report is distributed in Malaysia and contains research analyses or reports from a foreign research house, the
recipients of the analyses or reports are to contact UOBKHM (and not the relevant foreign research house) in Malaysia,
at +603-21471988, in respect of any matters arising from, or in connection with, the analysis or report as UOBKHM is the
registered person under CMSA to distribute any research analyses in Malaysia.

Singapore This report is distributed in Singapore by UOB Kay Hian Private Limited ("UOBKH"), which is a holder of a capital
markets services licence and an exempt financial adviser regulated by the Monetary Authority of Singapore.Where the
report is distributed in Singapore and contains research analyses or reports from a foreign research house, please note:
(i) recipients of the analyses or reports are to contact UOBKH (and not the relevant foreign research house) in Singapore
in respect of any matters arising from, or in connection with, the analysis or report; and

(i) to the extent that the analyses or reports are delivered to and intended to be received by any person in Singapore
who is not an accredited investor, expert investor or institutional investor, UOBKH accepts legal responsibility for the
contents of the analyses or reports only to the extent required by law.

Thailand This report is distributed in Thailand by UOB Kay Hian Securities (Thailand) Public Company Limited, which is regulated
by the Securities and Exchange Commission of Thailand.

United This report is being distributed in the UK by UOB Kay Hian (U.K.) Limited, which is an authorised person in the meaning

Kingdom of the Financial Services and Markets Act and is regulated by The Financial Conduct Authority. Research distributed in
the UK is intended only for institutional clients.

United This report cannot be distributed into the U.S. or to any U.S. person or entity except in compliance with applicable U.S.

States of laws and regulations. It is being distributed in the U.S. by UOB Kay Hian (US) Inc, which accepts responsibility for its

America contents. Any U.S. person or entity receiving this report and wishing to effect transactions in any securities referred to in

(‘U.S.) the report should contact UOB Kay Hian (US) Inc. directly.

Copyright 2024, UOB Kay Hian Pte Ltd. All rights reserved.
http://research.uobkayhian.com
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