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Tracking impact of COVID-19

Charting the Hubei Economy

At the center of coronavirus outbreak, Hubei Province has undergone hardships

combating the disease. The province contributed to 4.6% of national GDP in 2019,

with output splitting 9%/43%/48% between primary/secondary/tertiary industries.
Overall speaking, we think the interruption of provincial economic activities has
limited contagion effect nationwide, as long as the other regions stay healthy.
However, given Hubei’s relative high share in certain industrial products, such as
motor, optical cables, monitors, air conditions etc., we should pay attention to
negative supply-side shocks of these industries that may ripple through the
supply chain if suspension continued.

Hubei contributed to 4.6% of national GDP in 2019, and ranked No. 7
among all provinces, municipalities and autonomous regions. Economic

growth in Hubei has been outpacing the nation since 2007 and recorded 7.5%

in 2019 (vs. 6.1% of nation). GDP per capita was RMB 66,616 in 2018,
exceeding national figure by roughly RMB 600. Per capita disposable
income was RMB 34,455 in 2018, representing 88% of national average.

Higher manufacturing share. Motor industry accounted for 17.1%.
Hubei possesses a relatively higher manufacturing share compared to the
national average. Motor industry accounted for 17.1% of manufacturing
output in 2018. Cars produced in Hubei, including passenger as well as
commercial vehicles, occupied 8.7% of the market share nationwide. In
addition to cars, Hubei also has an indispensable role in producing
optical cables (27.5% of national share), air conditioners (9%),
monitors (7%), etc.

Transport hub connecting people as well as goods. In 2018, passenger
and freight traffic volume of Hubei represented 5.5% and 4.0% of the entire
nation, respectively. Particularly, road freight traffic amounted to 22.3% of
the whole nation. Therefore, restricted traffic in Hubei is one of the key
channels that shocks get spread to other regions.

Policy suggestions. 1) Provide material help to ensure employment and
secure household income in Hubei; 2) prioritize back-to-work of key
manufacturing industries; 3) release freight traffic restrictions whenever
appropriate; 4) target more fiscal and banking resources to help the province
regain economic strength.

Data summary

Hubei Nation % of Hubei
GDP (RMB tn, 2019) 4.58 99.09 4.6%
GDP per capita (RMB) 66,616 66,006 100.9%
Per capital disposable income (urban, RMB) 34,455 39,251 87.8%
Retail sales of consumer goods (RMB bn) 1,833 38,099 4.8%
Total imports and exports (US$ bn) 52.8 4,622.4 1.1%
Exports (US$ bn) 34.1 2,486.7 1.4%
Local fiscal revenue (RMB bn) 330.7 9,790.3 3.4%
Students enrolled in high education (10,000) 144 2,831 5.1%
Number of hospital beds (10,000 beds) 39 840 4.7%

Source: Statistics Bureau of Hubei Province, CMBIS
Note: Unless otherwise indicated, figures are as of 2018
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GDP

Hubei province accounted for 4.6% of national GDP in 2019

In 2019, GDP of Hubei province totaled RMB 4.58tn, representing 4.6% of GDP of the
whole nation. Real GDP growth was 7.5% YoY in 2019 and has been outpacing that of the
nation since 2007.

Figure 1: GDP of Hebei Province totaled RMB 4.58tn in 2019, up 7.5% YoY in real terms
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Figure 2: Real GDP growth of Hubei has been Figure 3: ... resulting in Hubei’s increasing share of
outpacing that of the nation since 2007 national GDP, which reached 4.6% in 2019
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Note: GDP share calculated in current price

Secondary industry bears high importance

Industry wise, the primary/secondary/tertiary industry accounted for about 9%/43%/48% of
Hubei’'s GDP in 2018, whereas on the national level, such breakdown was roughly
7%/40%/53%. The secondary industry bears a bit higher importance in Hubei than
nationwide and it withessed accelerating pace of growth in 2019.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 3
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Figure 4: Primary/Secondary/Tertiary Industries Figure 5: GDP growth rate by industry — secondary
accounted for 9%/43%/48% of Hubei’s GDP in 2019 industry witnessed accelerating growth in 2019
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Wuhan is the “superstar”

The city of Wuhan is the capital and by far the superstar city of Hebei, of which GDP
amounted to RMB 1.48tn, accounting for ~38% of GDP in Hubei. Proportion of
primary/secondary/tertiary industry in Wuhan was close to 3%/43%/54%.

Figure 6: Wuhan’s GDP share in Hubei was close to 38% in 2018
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Manufacturing

Motor industry topped manufactuirng output in Hubei

Motor industry is the pillar of Hubei, which accounted for 17.1% of manufacturing
output of in 2018 (above-scale sample). Other primary contributors include food
processing (8.9%), chemical material and chemical products (7.9%), nonmetal material
products (7.6%), telecommunication, computer, and electronic equipment (5.6%), electric
machinery and equipment (5.4%), textile (5.0%), ferrous metals processing (5.0%), metal
products (4.0%), ordinary equipment (3.1%), medical and pharmaceutical products (3.1%),
special purpose equipment (3.0%), etc.

Figure 7: About 17% of manufacturing output in Hubei was
attributable to motor industry
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Source: Statistics Bureau of Hubei Province, CMBIS

Major industrial products manufactured in Hubei

To help gauge whether and how production delay in Hubei may cause supply chain
interruptions nationwide or even worldwide, the following chart tabulates key industrial
products manufactured in Hubei and their share in national output in 2018.

As mentioned above, motor is the pillar industry in Hubei. Cars manufactured in Hubei,
including both passenger vehicles and commercial vehicles, accounted for ~9% of cars

produced nationwide. Railway wagons and engines contributed to 21% and 5.5% of
national output.

Besides this big category of motor and transportation, Hubei also has significant shares in
optical cables (27.5%), plate glass (10.9%), room air conditioners (9%), monitors (7%),
household refrigerators (6.1%), etc.

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE 5
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Figure 8: Key industrial products manufactured in Hubei province

Selected Industrial products Hubei's output as % of nation
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Source: Statistics Bureau of Hubei Province, NBS, CMBIS

Note: Data as in 2018.

Export delivery of manufacturing industries

In terms of trade values, Hubei in general is more domestic than export-oriented. Export
value of Hubei province amounted to <2% of the national figure, and import value <1%.

Some industries, however,

Figure 9: Manufacturing export delivery by industry

have relatively higher export exposure, measured by
Hubei’'s export delivery value as % of the nation. These industries include medical and
pharmaceutical products (7.9%), textile (5.8%),
equipment (5.0%), etc. Interruption of these industries may weigh on delivery of export
orders.
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Retail and consumption

Retail sales of consumer goods in Hubei valued RMB 1.83tn in 2018, approximate to 4.8%
of national retail sales and largely in line with Hubei’s GDP share (4.6%) of the nation.
Urban residents’ disposable income of Hubei stood at RMB 34,455 per capita as of 2018,
below national average of RMB 39,251.

Figure 10: Retail sales of consumer goods — Hubei
explained 4.8% of nation total in 2018

Figure 11: Per capita urban residents’ disposable
income of Hubei was below national average
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Investment

FAl outpaced the nation

Source: Statistics Bureau of Hubei Province, NBS, Wind, CMBIS

In 2018, FAI in Hubei province increased 11%, outpacing the nation by 5.1ppt. By industry,
3%, 42% and 56% of investment went to the primary, secondary and tertiary industry,
respectively. Real estate investment accounted for ~15% of Hubei’s FAI in the past few

years.

Figure 12: FAI growth of Hubei outpaced that of the

nation Figure 13: Investment by sector, Hubei
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Source: Statistics Bureau of Hubei Province, CMBIS
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Transport hub

Hubei has long been one of the most important transport hubs in China. In 2018, passenger
and freight traffic volume of Hubei represented 5.5% and 4.0% of the entire nation,
respectively. Road traffic occupies an even larger share, particularly regarding freight traffic
capacity (22.3%).

Figure 14: Passenger/Freight traffic of Hubei represented 5.5%/4.0% of the

nation, respectively.

Passenger traffic volume (2018)
(million people) Overall Railway Road Waterway Civil Aviation
610

Nation 17,920 3,370 13,650 280

Hubei 987 157 810 6 14

%, Hubei/Nation 5.5% 4.7% 5.9% 2.3% 2.3%
Freight traffic volume (2018)

(million tonne) Overall RETELY Road Waterway Civil Aviation

Nation 51,460 4,030 6,990 39,590 7

Hubei 2,037 41 1,631 364 N/A

%, Hubei/Nation 4.0% 1.0% 23.3% 0.9% N/A

Source: Statistics Bureau of Hubei Province, NBS, CMBIS

Fiscal and banking

Expanding expenditure but decelerating revenue growth

Fiscal revenue of Hubei province amounted to RMB 330.7bn, up only 1.8% YoY. Fiscal
revenue fell below target in recent years due to tax and fee reductions, though fiscal
expenditure continued to grow. Hubei ranked No.10 among all provinces, municipalities
and autonomous regions in terms of fiscal revenue in 2018.

Figure 15: Fiscal revenue and expenditure of Hubei Figure 16: Decelerating fiscal revenue growth
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Figure 17: Hubei province ranked No.10 among all provinces in terms of
fiscal revenue in 2018

RMB bn Fiscal revenue of province/municipality/autonomous regions, 2018
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Banking resource relatively is inadequate

Domestic loans and deposits of Hubei accounted for 3.3% and 3.1% of the whole nation,
respectively. These does not seem to be ample relative to the scale of Hubei’'s economy,
and seem scarce in face of the fight against COVID-19. Targeted banking and financial
support is necessary to help the province get out of mire.

Figure 18: Domestic loans/deposits of Hubei province represent 3.3%/3.1% of the
nation

(in RMB tn, YE2018) Hubei Nation Hubei as % of nation
Domestic loans 4.43 135.79 3.3%
1) Household Loans 1.39 47.88 2.9%
Household ST loans 0.18 13.80 1.3%
Household MLT loans 1.21 34.08 3.6%
2) Non-financial corporate loans 3.05 86.83 3.5%
Among: MLT loans 2.07 50.56 4.1%
3) Nonbank FI loans 0.00 1.08 0.0%
Domestic deposits 5.53 176.44 3.1%
1) Household deposits 2.63 71.60 3.7%
2) Non-financial corporate deposits 1.72 56.30 3.1%
3) Government deposits 1.06 32.56 3.3%
4) Nonbank FI deposits 0.12 15.98 0.7%

Source: PBoC, Statistics Bureau of Hubei Province, CMBIS

PLEASE READ THE ANALYST CERTIFICATION AND IMPORTANT DISCLOSURES ON LAST PAGE



20 Feb 2020 C-ﬂ'ﬁﬁ@ﬁ

CMB INTERNATIONAI

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.

CMBIS 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 CMBIS

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 Securities Limited

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

CMB International Securities Limited (“CMBIS”) 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.
CMBIS 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. CMBIS 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 CMBIS, solely for the purpose of supplying information to the clients of
CMBIS 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 CMBIS 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. CMBIS has exerted every effort in its capacity to ensure, but not to guarantee, their accuracy, completeness, timeliness or correctness.
CMBIS provides the information, advices and forecasts on an "AS IS" basis. The information and contents are subject to change without notice.
CMBIS 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. CMBIS may make investment decisions or take proprietary positions that are inconsistent
with the recommendations or views in this report.

CMBIS 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 CMBIS 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 CMBIS may have a conflict of interest that could affect
the objectivity of this report and CMBIS 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 CMBIS.

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 (I)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 (Il) 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 CMBIS.

For recipients of this document in the United States

This report is intended for distribution in the United States to "major US institutional investors", as defined in Rule 15a-6 under the US, Securities
Exchange Act of 1934, and may not be furnished to any other person in the United States. Each major US, institutional investor that receives a copy
of this research report by its acceptance hereof represents and agrees that it shall not distribute or provide this research report to any other person.

For recipients of this document in Singapore

This report is distributed in Singapore by CMBI (Singapore) Pte. Limited (CMBISG) (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. CMBISG 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, CMBISG accepts legal responsibility for the contents
of the report to such persons only to the extent required by law. Singapore recipients should contact CMBISG 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 10



