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China Economy

Weak exports cast a shadow on growth

China’s exports of goods slumped in May after the pent-up demand had released. Bingnan YE, Ph.D
We expect China’s exports may continue to decline in next few months before a (852) 6989 5170
possible stabilization of growth from 4Q23 thanks to base effect. The yebingnan@cmbi.com.hk

improvement of consumer sentiment in US and Europe in 1Q23 mainly supported
their non-tradable service sectors. In addition, the banking turmoil injected some
uncertainty to overseas demand by tightening credit condition. We expect China’s
exports to drop 1% in 2023 after rising 7% in 2022. China’s imports may mildly
improve due to slowly recovery of domestic demand as well as base effect. The
imports are expected to drop 2.5% in 2023 after rising 1% in 2022. The weak
foreign trade activity casted a shadow on China’s economic recovery prospect as
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it should increase the possibility of further credit easing. We expect the PBOC )
may mildly cut LPR around July and more cities may see moderate loosening of *h ""\/\\
property policies ahead. 1 \/\«/\\ W N
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B Exports weakened across trading partners and missed expectation in @0
May. China’s exports declined 7.5% YoY (all in YoY term unless specified) in s a9 0 w2 2%
May after a moderate 8.5% YoY growth in April. Exports to US further declined Expors of do0ds ot of goocs
18.2% YoY in May after dropping 6.5% in April and 17% in 1Q23. Exports to
EU, Japan, South Korea & ASEAN all deteriorated by sharply dropping 7%,
13.3%, 20.3% and 15.9% in May, compared to the corresponding increases et s
of 3.9%, 11.5%, 0.9% and 4.5% in April. Exports to Africa and Russia

Source: Wind, CMBIGM
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respectively grew 12.9% and 114.3% in May, down from 49.9% and 153.1%
in April. %
60
B Exports by product deteriorated across the spectrum while vehicle w0 |
export remained strong. Exports of textile product, garment, furniture and o |
steel products dropped 14.3%, 12.5%, 14.8% and 28% in May after rising l
3.9%, 14%, 0% and 22.2% in April. Meanwhile, exports of integrated circuits ©  JanFeb Mar Apr May dun’ Jul Aug Sep, Oct Nov De
and cellphone further declined 25.8% and 25% after dropping 7.3% and u 2023 2022 2021
12.8%. Exports of general equipment and home appliance also slowed as Source: Wind, CMBIGM

their growth rates decreased from 20.5% and 2.2% in April to 7.5% and 0.7%
in May. Exports of ship, motor vehicles, and auto parts & accessories were
relatively strong as they respectively grew 23.5%, 123.5% and 13.4% in May
after rising 79.2%, 195.7% and 30% in April.

B Imports improved as slump of commodity prices and emphasis of
supply security stimulated imports of commodities. China’'s imports of
goods declined 4.5% YoY in May from dropping 7.9% YoY in April. Import
volume of grain and soybean rose 9% and 24.3% in May after dropping 10.8%
and 10.2% in April. Meanwhile, import volume of iron ore, copper ore, coal,
crude oil and natural gas jumped 4%, 16.8%, 92.6%, 12.3% and 17.3%,
respectively, compared to the growth of 5.1%, 11.7%, 72.7%, -1.4% and 11%
in the previous month. With recovery of passenger flow and cash flow in air
transportation, import volume of airplane jumped 250% in May after rising
285.7% in April. Import volume of medicine was also strong as it grew 64.5%
in May. However, discretionary consumption and business capex remained
weak as import volume of beauty cosmetics and machine tool respectively
dropped 21% and 35.9% in May. Import of integrated circuits, steel products
and auto continued to decline as electronic equipment and housing market
remained weak and import substitution with domestic supply accelerated.
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B Exports and imports are expected to drop 1% and 2.5% in 2023. China’s
export growth may further deteriorate in next few months before a gradual
stabilization from 4Q23 due to base effect. We expect China’s exports of
goods to drop 1% in 2023 after rising 7% in 2022. For imports, China’s slowly
recovery in domestic demand should facilitate a gradual improvement of
import volume. However, the slump of commaodity prices may have some
negative impact on the import growth. We expect the imports of goods to
decrease 2.5% in 2023 after rising 1% in 2022.

B The deterioration of foreign trade activity may increase the possibility of
further credit easing. The deterioration of exports further casted a shadow
on China’s economic recovery prospect, which had been already weak due to
sluggish housing market and consumption performance. The continuous
declines of imports also indicated domestic demand was weak. We expect the
Chinese policymakers may further ease credit policy by moderately cut LPRs
around July. Meanwhile, more cities may see moderate loosening of property
policies like what happened in Qingdao.
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Figure 1: Growth of Export and Import Volume

Figure 2: Growth of Export and Import Prices
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Figure 3: China Exports by Destination

Source: Wind, CMBIGM

YoY growth (%) Share (%)

2018 2019 2020 2021 2022 1Q23 Apr May 2018 2019 2020 2021 2022 5M23
World 99 05 36 296 70 05 85 -7.5(100.0 100.0 100.0 100.0 100.0 100.0
us 13 125 79 275 12 170 -65 -182| 192 168 174 172 162 143
EU 98 49 67 326 86 71 39 70| 164 172 151 154 156 154
Japan 72 26 04 163 44 24 115 -133| 59 57 55 49 48 438
ASEAN 142 127 67 261 177 186 45 -159| 128 144 148 144 158 162
India 127 24 -108 462 217 39 61 39|31 30 26 29 33 34
Africa 108 79 09 299 112 193 499 129 | 42 45 44 44 46 53
Latin America 137 21 08 520 106 05 105 11|60 61 58 68 70 70
Russia 120 37 17 338 128 471 1531 1143| 19 20 20 20 21 31
Australia 142 18 109 242 190 104 102 58| 19 19 21 20 22 22
UK 03 104 163 199 61 -74 108 37 | 23 25 28 26 23 22
Canada 121 50 140 224 45 171 145 -181| 14 15 16 15 15 13
South Korea 59 21 14 324 95 60 09 -203| 44 44 43 44 45 46
Saudi Arabia 51 369 177 79 257 399 413 - 07 10 11 09 11 10
HK China 82 76 23 286 -150 -89 -30 -149|121 112 105 104 83 75
Chinese Taipei | 10.6 132 91 304 42 221 144 -337] 20 22 23 23 23 19

Source: Wind, CMBIGM

Figure 4: Exports Growth in Major Economies

Figure 5: China’s Market Shares in Partners’ Trade
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Figure 6: China Exports by Product

A (V)] Share (%)
2018 2019 2021 2022 Apr May 2018 2019 2020 2021 2022 5M23
Textile Yan & Related Products 81 09 292 56 20 -121 39 -143| 48 48 59 43 41 41
Travel Goods & Bags 18 05 -242 351 282 291 368 12|11 11 08 08 10 1.1
Garment & Accessories 03 40 64 240 32 -13 140 -125| 63 61 53 51 49 44
Toy 45 242 75 3717 56 37 05 -230|10 12 13 14 13 11
Fumiture & Parts Thereof 76 08 118 264 53 68 00 -148( 22 22 23 22 19 19
Lamps, Lighting Fixtures & Similar Produ¢ 56 96 143 312 61 1.7 72 34|12 13 15 15 13 13
Plastic Products 122 112 196 291 93 29 76 -111)17 19 33 29 30 31
Steel Products 1.2 113 -154 802 187 367 222 -280| 24 22 18 24 27 30
Unwrought Aluminum 258 74 141 487 337 -238 -354 421 07 06 05 06 07 06
Integrated Circuits 266 200 148 320 03 -176 -7.3 -258| 34 41 45 46 43 38
Shipping 46 63 -153 22 04 49 792 235|109 08 07 06 06 06
Motor Vehicles 123 41 36 1192 747 816 1957 1235/ 06 06 06 10 17 28
Auto Parts & Accessories 108 -36 62 337 74 113 300 134| 22 21 22 23 23 26
General Machinery 75 264 61 23 205 75 16 16 16 17
Automatic Data Processing Equipment 116 210 -75 -299 -17.0 -10.9 81 76 66 53
Fertilizer 162 27 83 732 -16 181 -182 37| 03 03 03 03 03 03
Ceramic products 1.7 165 00 223 64 29 146 22109 10 10 09 09 08
Rare earth 237 -144 219 9.0 628 -29 -247 -323|002 002 001 0.02 0.03 0.03
Cellphone 09 166 -25 98 -128 -25.0 48 44 40 35
Home appliance 235 223 133 44 22 07 26 29 24 26
Medical equipment 133 133 405 119 58 43 74 32|05 05 07 06 05 05

Source: Wind, CMBIGM

Figure 7: Consumer Confidence in Major Economies Figure 8: Manufacturing PMI in Major Economies

index) %%
{pgex Q8
110 - 65
100 - 60
. 55
90 £ 50
80 A /\/\/\/ 45
70 | ! 40
35
60
30
50 . . . . . r 25 r r r r r .
e ® @ R S N ik ~ ® o o < N ©
S Q & S S S > S S S S S S S
(] (] (] (] (] (] (]
—Us Japan EU South Korea Ausfralia us Japan Eurozone Brazil India
Source: Wind, CMBIGM Source: Wind, CMBIGM
Figure 9: Auto Sales in Major Economies Figure 10: Unemployment Rates in Major Economies
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Figure 11: 10Y T-Bond Rates in Major Economies

Figure 12: Banks’ Credit Growth in Major Economies
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Figure 13: Exchange Rates

Source: Wind, CMBIGM

Figure 14: US Import Price Growth by Source
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Figure 15: Growth of US Imports by Source

Source: Wind, CMBIGM

Figure 16: Growth of EU Imports by Source
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Figure 17: China Import Volume & Price by Product

Import volume YoY (%) Import price YoY(%)
2021 2022 5M23  Apr 2021 2022 5M23

Grain -36 280 181 107 25 108 9.0 51 54 263 237 53 08 -24
Soybean 0.0 133 -38 56 112 102 243 | 72 A3 407 212 15 831 79
Iron ore 0.5 95 -39 15 7.7 5.1 40 | 329 72 554 286 -114 -104 -158
Copper ore 116 1.0 7.6 8.0 8.8 1.7 168 | 48 21 46 85 -88 -11.5 -101
Coal 6.3 1.5 6.6 92 8.6 727 926 | -111 -148 659 297 211 219 -296
Crude oil 9.5 73 54 09 6.2 14 123 | 83 322 524 427 175 215 -234
Natual gas 6.9 53 199 99 3.3 110 173 | 15 -238 398 395 27 1.0 120
Steel products 65 644 295 -259 -371 -396 221 | 81 2715 579 231 127 139 50

Copper products 60 341 172 62 110 -125 46 | -78 09 455 25 126 138 -133
Plastics in primary for{ 12.4 101 -164 -100 68 -108 -35 | -159 -106 394 20 -180 -17.8 -21.0
Rubber 62 136 -94 8.7 180 296 333 | 45 72 264 17 219 224 230
Integrated circuits 66 221 169 153 -196 -155 -138 | -82 6.1 57 135 57 719 57
Machine tool 0.0 188 -0.7 -144 -114 04 359 | 00 -308 258 15 38 -134 935
Auto 66 114 06 65 269 -333 -171| 36 8.1 147 57 15 114 -126
Airplane 486 -354 294 273 1278 2857 250.0 [ 125 -300 123 135 22 118 97

Medcine 0.0 -0.6 3.1 288 396 519 645 | 0.0 4.1 16.5 257 -132 63 -364
Beauty cosmetics 0.0 3.7 52 -118 110 86 -210| 00 248 170 18 17 -156 1.8

Source: Wind, CMBIGM

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 6



WEE R

“MB INTERNATIONAL

8 Jun 2023

HooW W |
A Wholly Owned Subsidiary OF China Merchants B

Disclosures & Disclaimers

Analyst Certification

The research analyst who is primary responsible for the content of this research report, in whole or in part, certifies that with respect to the securities
or issuer that the analyst covered in this report: (1) all of the views expressed accurately reflect his or her personal views about the subject securities
or issuer; and (2) no part of his or her compensation was, is, or will be, directly or indirectly, related to the specific views expressed by that analyst
in this report.

Besides, the analyst confirms that neither the analyst nor his/her associates (as defined in the code of conduct issued by The Hong Kong Securities
and Futures Commission) (1) have dealt in or traded in the stock(s) covered in this research report within 30 calendar days prior to the date of issue
of this report; (2) will deal in or trade in the stock(s) covered in this research report 3 business days after the date of issue of this report; (3) serve
as an officer of any of the Hong Kong listed companies covered in this report; and (4) have any financial interests in the Hong Kong listed companies
covered in this report.

CMBIGM Ratings

BUY : Stock with potential return of over 15% over next 12 months

HOLD : Stock with potential return of +15% to -10% over next 12 months

SELL : Stock with potential loss of over 10% over next 12 months

NOT RATED : Stock is not rated by CMBIGM

OUTPERFORM : Industry expected to outperform the relevant broad market benchmark over next 12 months
MARKET-PERFORM : Industry expected to perform in-line with the relevant broad market benchmark over next 12 months
UNDERPERFORM : Industry expected to underperform the relevant broad market benchmark over next 12 months

CMB International Global Markets Limited

Address: 45/F, Champion Tower, 3 Garden Road, Hong Kong, Tel: (852) 3900 0888 Fax: (852) 3900 0800

CMB International Global Markets Limited (“CMBIGM”) is a wholly owned subsidiary of CMB International Capital Corporation Limited (a wholly owned
subsidiary of China Merchants Bank)

Important Disclosures

There are risks involved in transacting in any securities. The information contained in this report may not be suitable for the purposes of all investors. CMBIGM does
not provide individually tailored investment advice. This report has been prepared without regard to the individual investment objectives, financial position or special
requirements. Past performance has no indication of future performance, and actual events may differ materially from that which is contained in the report. The value
of, and returns from, any investments are uncertain and are not guaranteed and may fluctuate as a result of their dependence on the performance of underlying assets
or other variable market factors. CMBIGM recommends that investors should independently evaluate particular investments and strategies, and encourages investors
to consult with a professional financial advisor in order to make their own investment decisions.

This report or any information contained herein, have been prepared by the CMBIGM, solely for the purpose of supplying information to the clients of CMBIGM or its
affiliate(s) to whom it is distributed. This report is not and should not be construed as an offer or solicitation to buy or sell any security or any interest in securities or
enter into any transaction. Neither CMBIGM nor any of its affiliates, shareholders, agents, consultants, directors, officers or employees shall be liable for any loss,
damage or expense whatsoever, whether direct or consequential, incurred in relying on the information contained in this report. Anyone making use of the information
contained in this report does so entirely at their own risk.

The information and contents contained in this report are based on the analyses and interpretations of information believed to be publicly available and reliable. CMBIGM
has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness. CMBIGM provides the information,
advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice. CMBIGM may issue other publications having information
and/ or conclusions different from this report. These publications reflect different assumption, point-of-view and analytical methods when compiling. CMBIGM may make
investment decisions or take proprietary positions that are inconsistent with the recommendations or views in this report.

CMBIGM may have a position, make markets or act as principal or engage in transactions in securities of companies referred to in this report for itself and/or on behalf
of its clients from time to time. Investors should assume that CMBIGM does or seeks to have investment banking or other business relationships with the companies in
this report. As a result, recipients should be aware that CMBIGM may have a conflict of interest that could affect the objectivity of this report and CMBIGM will not assume
any responsibility in respect thereof. This report is for the use of intended recipients only and this publication, may not be reproduced, reprinted, sold, redistributed or
published in whole or in part for any purpose without prior written consent of CMBIGM.

Additional information on recommended securities is available upon request.

For recipients of this document in the United Kingdom

This report has been provided only to persons (l)falling within Article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) Order 2005 (as amended
from time to time)(“The Order”) or (ll) are persons falling within Article 49(2) (a) to (d) (“High Net Worth Companies, Unincorporated Associations, etc.,) of the Order, and
may not be provided to any other person without the prior written consent of CMBIGM.

For recipients of this document in the United States

CMBIGM is not a registered broker-dealer in the United States. As a result, CMBIGM is not subject to U.S. rules regarding the preparation of research reports and the
independence of research analysts. The research analyst who is primary responsible for the content of this research report is not registered or qualified as a research
analyst with the Financial Industry Regulatory Authority (‘FINRA”). The analyst is not subject to applicable restrictions under FINRA Rules intended to ensure that the
analyst is not affected by potential conflicts of interest that could bear upon the reliability of the research report. This report is intended for distribution in the United States
solely to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities Exchange Act of 1934, as amended, and may not be furnished to any other
person in the United States. Each major US institutional investor that receives a copy of this report by its acceptance hereof represents and agrees that it shall not
distribute or provide this report to any other person. Any U.S. recipient of this report wishing to effect any transaction to buy or sell securities based on the information
provided in this report should do so only through a U.S.-registered broker-dealer.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBIGMG) (Company Regn. No. 201731928D), an Exempt Financial Adviser as defined in the
Financial Advisers Act (Cap. 110) of Singapore and regulated by the Monetary Authority of Singapore. CMBIGMG may distribute reports produced by its respective
foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation 32C of the Financial Advisers Regulations. Where the report is
distributed in Singapore to a person who is not an Accredited Investor, Expert Investor or an Institutional Investor, as defined in the Securities and Futures Act (Cap. 289)
of Singapore, CMBIGMG accepts legal responsibility for the contents of the report to such persons only to the extent required by law. Singapore recipients should contact
CMBIGMG at +65 6350 4400 for matters arising from, or in connection with the report.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 7



