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Chinese yuan tumbles to five-year low against US dollar

The renminbi fell to a five-year low against the US dollar on Monday
after statistics indicated weaker-than-expected Chinese economic
growth momentum in December. The People's Bank of China, the
central bank, cut its daily reference rate by 0.15 percent to 6.5032 yuan
to the dollar, the weakest level since May 2011. In Shanghai, the
Chinese currency, which is allowed to diverge from a central bank
fixing by a maximum of 2 percent, retreated by 0.25 percent to 6.5097,
according to China Foreign Exchange Trade System. Offshore, the
currency's spot rate on the Hong Kong foreign exchange market fell to
6.6108 to the dollar at one stage. China's December manufacturing
purchasing managers index rose to 49.7 from 49.6 in November, less
than the market forecast of 49.8. It has been under 50 for five straight
months, suggesting a persistent contraction in the sector.

China's IPO fundraising to hit $40b, largest worldwide

Fundraising by China's new IPOs in 2016 is estimated to hit 250 billion
yuan ($40 billion) to 300 billion yuan this year, making the A-share IPO
market the biggest one globally. The number of new IPOs is expected
to reach 400, fueled by the registration-based IPO system and the
launch of the Strategic Emerging Industries Board, said Frank Lyn,
PwC China and Hong Kong Markets Leader.

PBOC to raise RRR for yuan deposits by overseas banks

China's central bank announced on Monday it is raising the reserve
requirement ratio (RRR) for yuan deposits placed in the country by
overseas financial institutions to the normal level beginning Jan 25.
The People's Bank of China (PBOC) began to include these types of
yuan deposits into its reserve requirement system since December
2014 and set the ratio at zero for the time being. Overseas financial
institutions do not include central banks and other similar agencies,
such as official reserve managements, international financial
organizations, and sovereign wealth funds. The central bank said the
move is aimed at improving the country's deposit reserve system and

will not affect the liquidity of the onshore yuan market.
China's foreign exchange market turnover at 110t yuan in 2015

China's foreign exchange (forex) market posted turnover of 110.93
trillion yuan ($16.7 trillion) last year. It is the first time the annual
turnover of the country's forex market has been released, according to
the SAFE. In December, forex market turnover totaled 12.17 trillion
yuan, including 2.46 trillion yuan in forex transactions between banks
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and their clients, 9.71 trillion yuan in interbank forex transactions, 5.53
trillion yuan in transactions on the spot forex market and 6.64 trillion
yuan in forex derivatives transactions. It is forecast that forex market
turnover will continue to rise this year as more overseas investors
enter China's forex market. In 2015, China opened its interbank forex
market to overseas central banks and similar institutions to promote a
market-oriented and more transparent interbank forex market. So far,
14 overseas central banks and similar institutions have been allowed
to trade in China's interbank forex market.

Consumption contributes more to China's economic growth

China's domestic consumption has become a stronger force driving
economic growth thanks to government efforts to restructure the
economy. Consumption contributed 66.4 percent to the gross domestic
product (GDP) in 2015, up 15.4 percentage points from 2014. The
rising ratio suggested concrete progress in creating a more
consumption and service driven consumption in order to sustain
growth. Consumption has been a bright spot for the Chinese economy,
which is weighed down by slowing investment and falling exports. To
boost consumption, China is pushing forward supply-side reforms to
provide better merchandise, encourage online shopping, stimulate the
service sector and strengthen market supervision. The GDP grew 6.9
percent year on year in 2015, the slowest annual expansion in a

quarter of a century, but is still in line with the official target.

Historical macro economy data and projections
% change, unless otherwise stated

% chy, unless etherwise siated 102015 2Q2015 3Q2015  4Q2015  Jan-16
i yoy 6.4 6.3 5.9 59 -
Warrinal FAL yo (ytd) 13.5 1.4 10.3 10.0 -
yoy (menthly) 13.7 10.3 B.8 0.3 -
Mormingl retad sales yoy 10.5 102 10.7 111 -
Exports Yoy 46 22 -5.9 -52 59
Imports Yoy -17.8 136 -14.4 -1LB 2.1
Trade balance USD b 124 140 154 175 59
[az4 Yoy 12 1.4 1.7 L5 2.0
PRI oy 4.6 4.7 -5.7 -59 -5.5
Mz oy 116 1.8 13.1 133 13.1
Wi Loans RME b 3,670 2,880 3,340 1,820 1,900
TSF RME b 4,694 4,125 3,15% 3,368 1,800

Source: CEIC, CICC Research
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Disclaimer

Important Information

This report is intended only for the use of our clients and prospects. Neither this report nor any of its contents may be reproduced or published
for any other purpose without the prior written consent of China Asset Management Co. Ltd (“ChinaAMC” ). All the investment strategy
illustrated in this report was made on a preliminary basis only, no representation or warranty is made as to the efficacy of any particular strategy
or the actual returns that may be achieved.

The information in this report reflects prevailing market conditions and our judgment as of this date, which are subject to change. In preparing
this report, we have relied upon and assumed without independent verification, the accuracy and completeness of all information available from
public sources. We consider the information in this report to be reliable, but we do not represent that it is complete or accurate. ChinaAMC, its
affiliates, directors, officers or employees accept no liability for any errors or omissions relating to information available in this report, and will
not be liable for any damages or costs arising out of or in any way connected with the use of the information provided in this report.

Any information given or representation made by any dealer, salesman or other person and (in either case) not contained herein should be
regarded as unauthorized and, accordingly, should not be relied upon. Accordingly, no person receiving a copy of this report in any territory
may treat the same as constituting an invitation to him to purchase or subscribe for the participating shares of the Fund nor should he in any
event use the Fund’s subscription agreement unless in the relevant jurisdiction such invitation and distribution is lawfully made.
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