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China Outlook

* Near-term trend: China’s growth 2~4 quarters ahead and
what are the data saying?

« Medium-term: Weighed down by sentiment

« Shifting trends and their impact on China: Structural or
cyclical?




China Outlook: 2Q surprisingly soft

Disruptions from COVID-19 and other challenges linger on ...

China: Headline real GDP and Key Industries Growth

% yly: Quarterly; latest: 2023 Q2
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China Outlook: 2Q surprisingly soft
Manufacturing sector the laggard, as exports demand weakened

China: Headline real GDP and Key Industries Growth

% yly; Quarterly; latest: 2023 Q2
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China Outlook: 2Q surprisingly soft
Performances of services sectors diverge significantly, unlike pre-COVID

China: Headline real GDP and Tertiary Industries Growth

% yly; Quarterly; latest: 2023 Q2
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China Outlook: 2Q surprisingly soft

Weak external demand a key factor

China, Foreign Trade, Total

% yly change
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Source: Macrobond, UOB Global Economics & Markets Research




China Outlook: 2Q surprisingly soft

... while domestic demand also muted despite low base in previous year

China: Retail Sales

yly % change; latest: Jun 2023
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China Outlook: 2Q surprisingly soft
... contrast of pre and post-COVID China’s box office sales

China, Domestic Trade, Personal Services, Box Office, Total, Revenue, CNY

CNY, billion
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China Outlook: 2Q surprisingly soft

... youth unemployment record highs though overall remains stable

China: Labour Market Unemployment Rate Surveys - Top 31 largest cities vs national average

Percent; latest: Jun 2023; source: China National Bureau of Statistics (NBS)
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China Outlook: 2Q surprisingly soft

... excess supply and weak demand — deflation pressures building

China: CPl and PPI
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China Outlook: 2Q surprisingly soft
... consumers’ precautionary actions also play a part

China Banks Deposits: Household, CNY

China's household deposits gained more than 40% from 2020 to RMB121 tn by end-2022

Monthly, CNY, trillion
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Source: Macrobond, UOB Global Economics & Markets Research
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China Outlook: 2Q surprisingly soft

... consumers’ precautionary actions also play a part

China: Contributions To Domestic Loans Growth

12m / 12m % change contributions
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China Outlook: 2Q surprisingly soft

... consumers’ precautionary actions also play a part

China: Primary Market, C. ialized Residential Buildi Price Index
Average % m/m; latest: Jun 2023
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China Outlook: 2Q surprisingly soft

... consumers’ precautionary actions also play a part

China: Real Estate Transactions, Commercialized Buildings (Residential), Floor Space Sold, Aggregate

Square Meters, billion
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China Outlook: 2Q surprisingly soft

... meanwhile, policy responses are far from aggressive

China: Key Policy Rates
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China Outlook: 2Q surprisingly soft

... meanwhile, policy responses are far from aggressive

China: Credit Impulse and Residential Price Index

10.0

AN A WA v

..

-2.94

o
o

MSsSJMSJIJMSIMSIMSIMSIMSIMSIMSIMSIMSIMSIMSIMSIMSJIMS I MSJIMSJ
2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

— Residential Price Index (secondary mkt) - % yly change == China credit impulse (% of GDP) - Pushed forward by 7 months

Source: Macrobond, UOB Global Economics & Markets Research




China Outlook: Settling on a lower plane
5% expansion in 2023, for about ~4.7% avg in 2020-2024

China: Annual Real GDP, yly%

mean 201 -2019:

2020
1 9/




China Outlook: Settling on a lower plane
Slower growth across Asia in 2023 and mild rebound in 2024

Real GDP Growth Rate (Annual)

yly% change 2019 2020 2021 2022 2023F 2024F
-12|.5 : -7I.5 : -2|.5 : 2.|5 : 7.I5 :

World GDP [ A 2.8 -2.8 6.3 34 2.8 3.0
US (g/q saar) 2.6 1.2 5.7 2.1 0.8 1.2
UK 1.6 -11.0 8.5 34 0.3 0.9
Euro Area 1.6 -6.2 5.6 2.7 0.1 1.0
Japan -0.4 -4.3 2.3 1.1 1.0 1.5
Australia 1.9 -1.8 5.3 3.8 1.6 1.4
New Zealand 3.2 -1.1 6.4 1.8 0.7 0.6
China 6.0 2.2 8.4 3.0 5.0 4.5
HK -1.6 -6.6 6.5 -3.5 5.5 3.0
Taiwan 3.0 3.3 6.6 2.4 1.4 3.5
South Korea IEZS 2.2 -0.7 4.3 2.6 1.3 2.5
India (FY) 4.6 -6.1 9.8 6.9 6.5 6.8

ASEANG [ A 4.4 -4.0 4.5 6.0 4.0 4.9
Indonesia [ | 5.0 -2.0 3.7 54 4.9 5.2
Malaysia ] 4.4 -5.6 3.8 8.7 4.4 4.6
Philippines [ % 6.1 -9.3 55 7.6 5.0 6.0
Singapore 1.3 -3.9 8.9 3.6 0.7 3.0
Thailand ] 2.1 -6.2 1.7 2.6 31 3.5
Vietnam [ ] 7.3 2.8 2.7 8.1 5.2 6.0

Printed on: Mon 31 Jul 2023, 11:11 AM
W 2020 M 2021 2022 2023F .

Source: Global Economics & Markets Research I/KC PM
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China Outlook: Structural factors in play
Shifting demographic profile — aging population

Share of Chinese population by age
as % of total population
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China Outlook: Structural factors in play
Shifting demographic profile — shrinking working age population

World Bank Estimates: Share Of China's Working Age Population To Decline Sharply

Percent
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China Outlook: Structural factors in play
De-globalization/regionalization causing disruptions

@ techwireasia.com/2022/12/globalization-and-free-trade-is-almost-dead-says-tsmc-ceo/

@ UOB United Overs.. it UOBXchange M8 Outlock @ UOBeleaming @ Finance Acad - Intui.. Digital Banks ... RCEP CPTPP US debt ceiling

|TECHWIRE[ Spaghe Insights Latest Popular Tops | ]

57 SOUAL BUZZ

trade s  says TSMC CE / China OUT

By Dashveenjit Kaur | 15 December, 2022

Source:
o - T::m“ff““:"““h:“:ﬂ:::m‘:r o 3 https://techwireasia.com/2022/12/globalization-
rnment export con S, noticin rust ai _ .
(v] s Sy e :;Tasive ’ and-free-trade-is-almost-dead-says-tsmc-ceo/
o ¢ He urged politicians to come up with an alternative solution. threats
¢ The TSMC chief also emphasized how multilateral export Full speech'
controls will create a lot of challenges for China’s chip S .

© industry. https://semiwiki.com/forum/index.php?threads/m
© orris-chang-globalization-is-almost-dead-and-

“Globalization is almost dead. Free trade is almost dead,” those
were the words of the founder of the Taiwan Semiconductor
Manufacturing Co (TSMO), Morris Chang, at the opening ceremony
of the company’s plant in Arizona two weeks ago. He sounded
alarmed — "I really don't think they will be back for a while.” A

week later, the CEO of TSMC, CC Wei, urged politicians to come up (LT Tzl e T /m"
awith oo ivasolution inctasd of i I PM

© IACPM 20
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China Outlook: Structural factors in play
De-globalization/regionalization causing disruptions

World - Globalisation Slowing Down?

Trade openness fell after global financial crisis and Trump came to power

Trade openness: (Sum of world exports and imports as % of GDP); latest: 2023 Q2
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China Outlook: Structural factors in play
De-globalization/regionalization: Rise of ASEAN's trade prowess ...

Total Trade: World's Top 20, Current Prices

Source: UNCTAD USD, trillion 2022 % chg p.a. 2012
Annual (I) 1I 2I Z|3 All 5I 6I 2012-2022

China L K] 5.0 3.9
United States of America | 4.7 2.1 3.9
ASEAN | 3.3 3.4 25
Germany ] 3.2 2.4 2.6
Japan - 1.6 -0.2 1.7
Netherlands ] 1.6 2.8 1.2
France ] 1.4 1.5 1.2
Korea, Republic Of [ ] 1.4 2.9 1.1
United Kingdom [ ] 1.4 1.5 1.2
Italy [ ] 1.3 3.1 1.0
China, Hong Kong SAR ] 1.3 2.0 1.0
Belgium [ ] 1.3 3.5 0.9
Mexico I 1.2 4.8 0.8
Canada [ ] 1.2 2.4 0.9
India [ | 1.2 4.1 0.8
Singapore || 1.0 2.3 0.8
China, Taiwan Province Of ] 0.9 4.6 0.6
Spain [ ] 0.9 3.7 0.6
Russian Federation e 0.8 -1.1 0.9
Switzerland, Liechtenstein ] 0.8 2.2 0.6

H 2022 e 2012
Source: Global Economics & Markets Research I/P(éPM
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China Outlook: Structural factors in play
De-globalization/regionalization: ... just as US’ imports patterns shift

United States: Top Import Sources, YTD (% share)

Latest release: % share of total US import Latest 2022 2021 2020 2019 2016
2023-07-06 ? 5I 1|0 1 I5 2|0 2|5 YTD
Mexico I 15.4 14.0 13.5 13.9 14.3 13.4
Canada ] 13.9 13.5 12.6 11.6 12.8 12.7
China I ° 13.4 16.5 17.8 18.6 18.0 21.1
ASEAN ] 9.8 10.4 6.9 9.9 8.3 7.2
Germany [ ] 5.3 4.5 4.8 4.9 5.1 5.2
Japan I 4.7 4.6 4.8 5.1 5.8 6.0
South Korea | ] 3.7 3.6 3.4 3.3 3.1 3.2
Vietnam ] 3.4 3.9 3.6 3.4 2.7 1.9
India | ] 2.8 2.6 2.6 2.2 2.3 2.1
Taiwan region [l 2.7 2.8 2.7 2.6 2.2 1.8
Ireland [ ] 2.5 2.5 2.6 2.8 2.5 2.1
Italy ] 2.3 2.1 2.2 2.1 2.3 2.1
United Kingdom [llle 2.1 2.0 2.0 2.2 2.5 2.5
Switzerland [ ] 2.0 1.8 2.2 3.2 1.8 1.7
France e 1.9 1.8 1.8 1.8 2.3 2.1
Thailand || 1.8 1.8 1.7 1.6 1.3 1.3
Malaysia [ ] 1.5 1.7 2.0 1.9 1.6 1.7
Singapore [ ] 1.3 1.0 1.0 1.3 1.1 0.8
Netherlands | 1.3 1.1 1.2 1.2 1.2 0.7
Brazil » 1.2 1.2 1.1 1.0 1.2 1.2
H Latest ® 2016
Source: Global Economics & Markets Research I/P(C PM
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China Outlook: Structural factors in play
De-globalization/regionalization: ... clear shift away from China imports

US: Import of Machinery & Transport Equipment, by Major Sources

Source: % share of imports category Latest 2020 2019 2016
UNCTAD 0 5 10 15 20 2|5 3|0 2021

China I  © 23.1 23.0 22.0 252
Mexico | 20.5 20.8 21.6 19.6
ASEAN ] 11.8 10.8 8.5 7.5
Japan I 8.5 8.9 9.9 10.5
Canada I 6.4 7.4 8.5 9.4
South Korea [ ] 57 54 4.8 4.9
Germany I 5.6 5.6 6.1 6.8
Taiwan [ ] 4.5 4.1 3.3 2.3

M Latest ® 2016

Source: Global Economics & Markets Research

US: Import of Miscellaneous Manufactured Goods, by Major Sources

Source: % share of imports category Latest 2020 2019 2016
UNCTAD 0 10 20 30 4|0 2021

China | ® 342 32.6 35.6 401
ASEAN ] 18.9 18.9 16.6 13.6
Vietnam I 9.4 9.4 8.4 6.3
Mexico O 8.1 8.3 9.0 9.0
Canada B 3.7 3.8 4.0 3.8
Switzerland, Liechtenstein [ | 3.2 54 2.0 1.9
Italy [ ] 3.0 2.4 2.8 2.6
Germany » 2.7 2.7 3.1 2.8

M Latest ® 2016
Source: Global Economics & Markets Research
Note: Machinery & transport + misc manufactured goods accounted for 40% and 17% shares of US’ total imports of USD2.93 tn in 2021 >
Classifications of products: Standard International Trade Classification (SITC) Revision 3, UNCTAD I/D@PM
https://unctadstat.unctad.org/en/Classifications/DimSitcRev3Products_Official_Hierarchy.pdf
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China Outlook: Structural factors in play
De-globalization/regionalization: ... clear shift away from China imports

US: Import of ion & C icati by ICT Goods Categories .
[ US: ICT Foreign Trade, Import of ICT Goods, Top Sources
4500 Source: % share of the category Latest 2020 2019 2016

18:3bn UNCTAD 0 10 20 30 40 50 60 2021
410.6 bn Y [ S S 1 1

400.0

520, China [ B 40.9 417 442 50.1

00 Mexico ] 14.3 15.1 16.0 15.0
55.7 bn Vietnam | ] 9.0 8.1 6.4 34

3000 Taiwan [ ] 8.7 8.1 6.8 4.3
115.3bn Malaysia [ ] 7.3 7.4 7.5 7.6

2500 South Korea [l 5.1 4.8 44 4.6
Thailand [ ] 4.5 4.3 815) 3.8

200.0 Japan - 1.9 2.0 2.3 2.4
+ze. Philippines B 1.5 1.4 1.7 1.1

1500 : Canada [ 0.8 0.9 1.3 1.2
Germany P 0.8 0.8 1.0 0.8

1000 Singapore P 0.6 0.8 0.6 0.7
Israel [ 0.5 0.5 0.4 0.6

00 Ireland » 0.5 0.3 0.3 0.9
Indonesia ¢ 0.4 0.5 0.3 0.4

o 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 . LateSt ) 2016

— Total M Miscellaneous M Electronic Components Il Consumer Electronic Equipment Bl Communication Equipment Bl Computers & Peripheral Equipment

Source: Global Economics & Markets Research

Source: Macrobond, UOB Global Economics & Markets Research

Note: ICT goods accounted for about 14% share of US’ total imports of USD2.93 tn in 2021

https://unctad.org/system/files/official-document/tn_unctad_ict4d02_en.pdf

Classifications of products: Updating The Partnership Definition Of ICT Goods From HS 2007 To HS 2012, UNCTAD I/KéPM
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China Outlook: Structural factors in play
De-globalization/regionalization: ... clear shift away from China imports

US: ICT Foreign Trade, Import of Computers & Comp Peripherals, Top Sources US: ICT Foreign Trade, Import of Communications Equipment, Top Sources
Source: % share of the category Latest 2020 2019 2016 Source: % share of the category Latest 2020 2019 2016
UNCTAD 0 10 20 30 40 5|0 6|0 7|0 2021 UNCTAD 0 10 20 30 40 50 6|0 2021
China | ° 47.2 48.0 48.0 61.4 China I © 54.7 55.8 58.8 57.6
Mexico [ ] 18.6 19.9 23.0 17.9 Vietnam | ] 15.6 14.0 13.2 5.3
Taiwan | ] 11.2 10.1 8.9 3.1 Mexico H e 7.9 8.3 8.0 11.9
Thailand [ ] 5.6 5.2 4.6 5.2 Taiwan [ ] 4.5 4.9 3.6 3.1
South Korea [ ] 5.2 4.6 3.9 2.0 Thailand » 3.2 3.2 2.3 3.0
Vietnam [ | 43 3.1 2.0 1.6 Malaysia He 2.8 2.9 2.8 5.5
Philippines B 1.9 1.7 2.3 1.2 South Korea H e 2.3 1.9 4.0 6.4
Malaysia P 15 1.6 1.3 1.8 Estonia ') 1.1 0.6 0.5 0.6
Japan P 0.7 0.8 1.2 1.2 Canada P 1.0 1.2 1.2 1.2
Germany [] 0.6 0.7 0.9 0.6 India 4 0.8 0.8 0.3 0.1
Canada [ 0.5 0.5 0.6 0.7 Japan b 0.8 0.8 0.8 0.8
Singapore [} 0.4 0.3 0.4 0.7 Indonesia ¢ 0.7 0.8 0.3 0.4
Indonesia [ 0.3 0.3 0.3 0.2 Philippines ¢ 0.6 0.5 0.3 0.2
United Kingdom @ 0.3 0.5 0.4 0.4 Czech Republic ¢ 0.5 0.6 0.4 0.2
Netherlands ¢ 0.3 0.4 0.3 0.1 Israel ¢ 0.5 0.7 0.5 0.3

M Latest ® 2016 M Latest ® 2016
Source: Global Economics & Markets Research Source: Global Economics & Markets Research
Classifications of products: Updating The Partnership Definition Of ICT Goods From HS 2007 To HS 2012, UNCTAD %t
https://unctad.org/system/files/official-document/tn_unctad_ict4d02_en.pdf I/KC PM
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China Outlook: Structural factors in play
De-globalization/regionalization: ... clear shift away from China imports

US: ICT Foreign Trade, Import of Electronic Components, Top Sources US: ICT Foreign Trade, Import of Consumer Electronic Eqmt, Top Sources
Source: % share of the category Latest 2020 2019 2016 Source: % share of the category Latest 2020 2019 2016
UNCTAD 0 10 20 30 2021 UNCTAD 0 10 20 30 40 2021

T I [ I
Malaysia . 374 38.4 39.8 31.3 China I e 407 39.2 44.9 46.8
Taiwan ] 11.3 9.5 9.6 9.3 Mexico I 28.6 30.0 31.2 31.4
Vietnam | ] 8.6 10.6 7.8 59 Vietnam ] 12.2 10.7 2.8 1.1
China . ° 7.4 7.7 7.6 13.8 Thailand [ 3.9 3.9 4.2 4.1
South Korea [IllEe 6.5 7.0 6.8 71 Taiwan [ | 3.5 3.2 25 2.3
Thailand [ ] 5.0 5.3 3.6 3.2 Japan He 2.7 2.9 3.5 4.5
Japan i 4.3 45 51 59 Malaysia [ ] 1.6 1.7 1.7 1.6
Mexico [ ] 3.8 4.3 4.4 3.2 South Korea [ ] 1.4 1.4 1.6 1.8
Ireland e 2.8 1.2 1.8 5.6 Germany [ ] 0.9 1.0 1.2 0.8
Philippines Ile 2.5 2.4 2.9 3.4 Canada b 0.6 0.6 0.9 0.7
Israel » 1.9 0.9 0.5 1.9 Philippines b 0.5 0.5 0.7 0.6
Singapore @ 1.6 1.9 1.6 1.9 Indonesia lo 0.4 0.9 0.8 1.1
Germany [ ] 1.3 1.1 1.4 1.6 Hungary ¢ 0.4 0.5 0.6 0.2
Canada He 1.0 1.2 3.0 2.1 United Kingdom ¢ 0.3 0.3 0.5 0.4
Italy | ] 0.7 0.7 0.5 0.5 Israel ¢ 0.2 0.3 0.3 0.1
M Latest ® 2016 M Latest ® 2016
Source: Global Economics & Markets Research Source: Global Economics & Markets Research
Classifications of products: Updating The Partnership Definition Of ICT Goods From HS 2007 To HS 2012, UNCTAD
https://unctad.org/system/files/official-document/tn_unctad_ict4d02_en.pdf I/P@ PM
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China Outlook: Structural factors in play
De-globalization/regionalization: ... in favor of ASEAN

China: Total Trade, Top Trading Partners (Latest: 2022), % share of total

% share of China's total trade

17.5
15.5%
15.0 ASEAN
13.4%
EU
12.5
10.0
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75 —— “South Korea
—— I 5.7%
e Japan

)=
5.0 < }7
4.9%

Hong Kong
3.7%
Vietnam

25

0.0
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Source: Macrobond, UOB Global Economics & Markets Research I/KéPM
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China Outlook: Structural factors in play
De-globalization/regionalization: ... shifts in investment flows

Top Foreign Direct Investment (FDI), Inflows destinations Foreign Direct Investment (FDI), Inward Flows
UNCTAD Annual, USD, billion 2021 2020 2019 CAGR% 2010 UNCTAD Annual, USD, billion 2021 2020 2019 CAGR% 2010
Last: 15 Aug 2022 0 100 200 300 400 2010-2021 Last: 15Aug2022 0 25 50 75 100 125 150 2010-2021
United States Y S 367.4 150.8 2251 5.8 198.0 China I 181.0 1493 141.2 4.2 114.7
China Y . 181.0 1493 1412 42 1147  ASEAN I 1753 1221 1750 4.1 112.9
ASEAN I 1752 1220 174.9 4.1 1129  singapore Y 99.1 754  106.3 5.1 57.5
Hong Kong | 140.7 1347 737 6.5 70.5 Brazil ] A 50.4 28.3 65.4 -3.9 77.7
EU I A 1375 2095 401.7 -7.8 3359  India . 447 641 50.6 46 27.4
Canada . 597 232 50 7.0 284 south Africa — 409 341 5.1 24.6 3.6
Brazil A 504 283 654 -3.9 e Russia N 382 104 3241 1.7 31.7
India ) 447 641 506 4.6 274 Mexico _— 316 279 344 14 27.2
SENIRARE — 409 34 81 246 36 ndonesia Y 201 186 239 35 138
Russia m 382 104 321 1.7 31.7 -
X Vietham [ | 15.7 15.8 16.1 6.3 8.0

Mexico [} 316 279 344 1.4 27.2

Turkey m 12.5 7.8 9.6 3.0 9.1
Germany W A 313 646 527 -6.5 65.6 .
Uni - Malaysia [ ] 11.6 3.2 7.8 2.3 9.1

nited Kingdom H A 27.6 18.2 45.5 -6.6 58.2 =

Thailand | B 11.4 4.8 438 2.2 14.7
Sweden - 270 188 9.1 66.8 0.1 <
Belgium H A 25.6 1.9 18 71 57.6 Philippines g | 10.5 6.8 8.7 23.1 1.1
Australia A 251 167 394 3.4 368  Argentina A 6.5 4.0 6.7 -4.9 1.3
Poland ] 248 138 135 62 128  Cambodia H 35 36 37 8.6 14
Japan ] 247 107 138 n/a -1.3  Myanmar 14 2.1 1.9 2.5 -10.1 6.7
United Arab Emirates ] 207 199 179 8.1 8.8 Lao A 1.1 1.0 0.8 13.0 0.3
Saudi Arabia [ 1N 19.3 5.4 4.6 3.7 29.2 Brunei A 0.2 0.6 0.4 -7.5 0.5
W 2021 A 2010 W 2021 A 2010

Source: Macrobond, UOB Global Economics & Markets Research Source: Macrobond, UOB Global Economics & Markets Research
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China Outlook: Structural factors in play
De-globalization/regionalization: ... shifts in investment flows

ASEAN Foreign Direct Investments Inflows (Major sources)

Source: ASEANstats % share of total FDI inflows Latest 2020 2015 2010-15 2016-19
Annual 5 0 5 10 15 20 25 30 2021
[United states [US] | I A 23.0 253 19.3 14.1 8.4 ASEAN: FDI Inflows to Sectors (Annual)

Total Intra-ASEAN I A 12.0 17.0 175 17.1 16.9

[China[CN] ] mmm 78 55 55 57 84 ASEANstats. % share Latest 2020 2015

Singapore [SG . A 77 10.2 115 11.0 10.9 Last release: 2022-07-04 -5 0 5 10 15 20 25 30 35 40 2021

Japan [JP] | ] 6.9 6.2 10.9 12.5 13.5 v : ]

— 64 34 68 44 43 oanCE RIS I e 16a  24s

Hong Kong [HK] A 4.7 8.7 1.1 43 7.0 anutacturing : : :

Switzerland [CH] ] 4.4 3.4 1.6 06 1.0 Wholesale & Retail A 15.1 21.7 9.2

Korea [KR] L | 4.1 0.0 0.0 14 0.0 Real Estate Activities A 5.2 6.5 7.7

Taiwan [TW] [ § 2.9 2.6 2.1 1.8 2.0 Info & Comm [ ] 4.6 1.4 3.1

Canada [CA] WA 2.1 3.8 1.0 1.5 2.0 Transportation & Storage m 45 4.9 3.8

Belgium [BE] ] 2.1 0.3 0.5 0.7 0.6 Electricity, Gas ™ 30 33 18

geland [IE] WA 2.0 3.0 6.5 0.9 1.2 Mining & Quarrying ~N 29 17 57
ermany [DE] | 1.7 0.4 -1.1 -0.4 0.5

Malaysia [MY] » 16 16 3.2 2.7 24 Accomm & Food 41 1.0 0.5 0.2

Thailand [TH] H A 1.5 4.0 0.9 0.8 1.9 Construction 4 0.8 -0.2 0.2

Finland [FI] 2 12 0.6 0.1 0.0 0.3 Agri Forestry & Fishing | 4 0.3 0.3 4.7

'Sﬂd'ad['NI[SE] ll‘ (1) ; (1) g (1) g (1) 51’ gg Water Supply, Waste Mgmt 4 0.2 0.3 0.0
weaen . d . 8 B

Virgin Islands [VG] B 0.9 0.8 16 0.6 05 Sl S”.p‘g)rt ; : 8 8 8(1) 8 g

Luxembourg [LU] 7N 0.9 1.7 0.9 40 3.4 Public Admin & Def .

Indonesia [ID] 'y 0.7 0.4 0.7 2.0 1.0 Professional, Scientific | A -0.3 3.8 10.6

Austria [AT] 4 0.4 0.3 0.1 0.1 0.3

Australia [AU] A 03 0.4 1.2 23 0.4 W Latest A 2015

Philippines [PH] A 0.3 0.2 0.8 0.1 0.4 Source: Macrobond, UOB Global Economics & Markets Research

W Latest A 2020

Source: Macrobond, UOB Global Economics & Markets Research
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China Outlook: Structural factors in play
De-dollarization: a long road ahead

SWIFT: USD Is The Dominant Currency For Payments

SWIFT: Top 10 Payment Currencies

% of total; last release: 20 Jul 2023

UsD

31.3%

IIGQ%

Source: Macrobond, UOB Global Economics & Markets Research

34%  28% 22%  4gu  15%  40%  1.0%
-----——————_——

CNY CAD HKD AUD THB CHF
H Latest [l 2015

For further details: De-dollarization: A Reality Check, 15 May 2023 https://www.uobgroup.com/web-
resources/uobgroup/pdf/research/MSN_230515.pdf
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China Outlook: Structural factors in play
De-dollarization: a long road ahead

SWIFT: USD Is The Dominant Currency For Payments

Source: Macrobond, UOB Global Economics & Markets Research

World, International Reserves, Currency Composition

IMF COFER, Jun 2023 % share of world's allocated reserve Latest Prev qgtr 1Y ago 5Y ago
0 20 40 GIO 2023 Q1
Claims in U.S. Dollars I o 59.0 58.6 59.0 62.8
Claims in Euros . 19.8 20.4 20.0 20.4
Claims in Japanese Yen [} 5.5 5.5 5.4 4.6
Claims in Pounds Sterling [ ) 4.9 4.9 4.9 4.6
Claims in Other Currencies [ ] 3.7 3.5 3.3 2.5
Claims in Chinese Renminbi [ | 2.6 2.6 2.8 1.4
Claims in Canadian Dollars B 2.4 2.4 2.5 1.9
Claims in Australian Dollars [ ] 2.0 2.0 1.9 1.7
Claims in Swiss Francs ® 0.2 0.2 0.3 0.2

M Latest ® 5Y ago

Source: Global Economics & Markets Research

For further details: De-dollarization: A Reality Check, 15 May 2023 https://www.uobgroup.com/web-
resources/uobgroup/pdf/research/MSN_230515.pdf
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China Outlook: Structural factors in play

China’s total trade = USDG6.3 tn in 2022; USD290 bn in RMB can fund
less than 3 weeks’ worth of trade, while US dollars can fund 1.4x of US’
total trade in 2022 ...

World, International Reserves, Currency Composition (IMF COFER), USD

USD, trillion
15.0
Latest: 2023 Q1 0.22 trillion
Total world's reserves: AU dollars
USD 12.04 trillion J0.27 trillion |

125 . ... /]7
. _J0.89 trillion

“Unallocated

10.

=t gt
---I - lIIIlII II
“|Renmin bi
0.61 trillion
JP yen
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6.58 trillion
‘ ||‘ || US dollars
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China Outlook: Structural factors in play

De-risking: China’s holdings of US Treasury assets falling but still
substantial ...

China: Foreign Reserves and Holdings of US Treasury Securities

USD, trillion
4.0

TIC data:
Last release: 19 Jul 2023

3,193.0 bn
2023-06

846.7 bn
2023-05

1980 1990 2000 2010 2020

— China, International Reserves, Foreign Exchange Reserves (Foreign Currency Reserves) == United States, Transactions in Securities, Foreign Holders, Treasury Securities, Country Breakdown, China, Mainland

Source: Macrobond, UOB Global Economics & Markets Research I/‘p(éPM

34




China Outlook: Structural factors in play

De-risking: Record amount of settlement in RMB in 1H23 for goods &
services trade purposes

China: Cross-Border Positions Settled in CNY (Latest: 2023 Q2)

China, PBoC Report on Financial Statistics; CNY, trillion

35 0.81tn
3.0
2.60 tn
25 "
l/ B
20 /\
/
N " = ‘
i — '
1.5 ' _ _ / ‘
e
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_ N e e
1.0 —
,
v
-
05 II I
00
a1 a3 af a3 a1 a3 al a3 a a3 al a3 at Q@  af @ a1 a3 a3 a Qi a Q3
2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

RMB Settlement Business, Total ll RMB Settlement Business, Services & Others Ml RMB Settlement Business, Goods
Source: : Macrobond, UOB Global Economics & Markets Research I PM
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De-risking: Record amount of settlement in RMB in 1H23 for direct
investment purposes

China: Cross-Border Foreign Direct | t (FDI) Inb d and Outbound Settlement in RMB (latest: 2023 Q2)

China, PBoC Report on Financial Statistics; CNY, trillion

2.00
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1.25
1.00
0.75 ' v4
/] ' N\ 0.65 tn
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2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

RMB Settlement Business, Foreign Direct Investment, Total ll RMB Settlement Business, Foreign Direct Investment, Inbound Bl RMB Settlement Business, Foreign Direct Investment, Outbound

Source: Macrobond, UOB Global Economics & Markets Research I/KéPM
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De-risking: US dollar exchange rate volatility vs Local Currency
Settlement (LCS)

FX: Selected Currencies' Performances (2022=100)

/’V'h 112.8
\ CNH per USD
,/J/\ |
o5 A/\\ v’\'j W\/-"\NJ
N H’\I\W\NW\/\ 103.3
CNH per MYR
100

JJJJJJ
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China Outlook: Structural factors in play
Watch out for developments in Local Currency Settlement (LCS)

» De-dollarization/RMB internationalization will be a long process: US dollar dominant in the financial markets,

efficiency in cross-border transactions, ease of deploying excess dollars, inertia, etc are main factors

* However, US dollar’s volatility means companies are exposed to exchange rate risks (and other risks),
especially in projects or contracts that stretch out for years. How to reduce these risks?

« If the local currency’s moves are highly correlated with the RMB, LCS will be one way to manage exchange
rate volatility, reduce costs of currency exchange (no US dollar involved), accelerate fund settlement time

(can it be as fast as T+0?) and reduce funding costs

« The LCS framework is now available in regional countries, e.g. Indonesia, and will be moving in tandem with

de-dollarization / RMB internationalization trends

» As such, status quo looks set to remain near term, but be prepared for changes and to manage risks ahead

IACPM
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De-dollarization: Gradually, then Suddenly?

@ goodreads.com/quotes/102579-how-did-you-go-bankrupt-two-ways-gradually-then-suddenly

@ UOB United Overs... -HH- UOB Xchange =' Outlook 6 UOB elearning 6 Finance Acad - Intui... Digital Banks 21%... RCEP CPTPP US debt ceiling @ Cambridgg

:‘,d‘: The Big Books of Summer Discover readers’ most anticipated new titles! >

QOereadS Home  MyBooks Browsev  Community v Search books Q

Ernest Hemingway > Quotes > Quotable Quote ©

All Quotes
« : o1l
How did you go bankrupt? My Cuiciteis
Two ways. Gradually, then suddenly.” Add A Quote
Find quotes by keyword, author Search

— Ernest Hemingway, The Sun Also Rises
THIS QUOTE IS FROM

The Sun Also Rises by Ernest

Hemingway
ﬁ 421,010 ratings, average rating, 16,939

LACPM
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