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30 September 2024 Equities

I China Equities: Stimulus surprise

A fast & furious rally

The Hang Seng Index (HSI) surged +13% in the past week and
is up +22.9% YTD to 20,632, surpassing May 2024’s peak of
19,636. After the surge, the HSI trades at 9.1x rolling forward
PE (still below 5-year mean of 10x), for 5.9% EPS growth in
2025F. Turnover reached a historic high of HKD445bn
(USD57bn), indicating sizable inflows as investors had under-
owned Chinese equities in the past few years.
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What is driving the surge?

China unleashed fresh stimulus on 24 September, after the
Fed’s 50bps rate cut on 18 September. Among the measures
announced by the PBOC and other regulators were:

e Monetary easing: Policy rate cut by 20bps, reserve
requirement ratio (RRR) cut by 50bps

e Property policy: Interest rate on outstanding mortgages cut
by 50bps, down-payment for second homes cut to 15%
(from 25%), PBOC to provide more funding support for
purchase of unsold housing inventory.

e Stock market: Plans for a stock stabilization fund that could
unleash RMB800bn (USD113bn) of liquidity support.

Two days later, there was a surprise Politburo meeting to
discuss economic challenges. This is significant because these
meetings are typically held in April, July and December. The last
unscheduled meeting was held during the pandemic in March
2020. This shows the level of urgency by the Chinese
government to support economic growth
concerted manner — causing the surge in Chinese equities.

in a more

A step in the right direction

The Politburo meeting set a new policy tone. The most significant
pledge was to deploy ‘necessary fiscal spending’. While no
specifics were given, Reuters reported potential plans to issue
RMB2trn (USD284bn) of special sovereign bonds this year. The
other important pledge was for the property market to ‘stop
falling’ - a stronger tone vs. prior calls for ‘stabilization’ with
mention of strictly limiting construction of new homes. The
government also announced a rare one-off off cash handout
to those living in extreme poverty. Shanghai will issue RMB500m
(USD71m) worth of consumption vouchers for dining,
accommodation, cinema & sports sectors.

There was also a softening tone in ‘striving’ to achieve ‘around
5%’ of GDP growth this year, indicating the leadership’s
acknowledgment of challenges to hit this target.

... but can the rally sustain?

As we expect more details on fiscal, property and
consumption policies over the next few weeks, momentum
could sustain in the short term. Key to watch is the size of the
fiscal and property market measures. Any
disappointments on these front could derail this rally.

stimulus

China’s initial reopening rally lasted 3 months with the HSI
rallying +53%. Market and property support measures in April
lifted the market by +21% and lasted a month. The current
uptrend is +21% as of 27 September and has run for 2 weeks.
Should the HSI revert to 5-year mean PE of 10x, this implies an
index target of 22,254 (~8% upside) on FY25F EPS forecasts.

Event Duration Trough Peak Upside (%)
China's initial reopening post-Covid | 28-Oct-22 to 14,863 22,689 53%

27 Jan 23
Market support measures, 19-Apr-24 to 16,224 19,636 21%
expansion of Stock Connect, 20-May-24
measures to reduce inventory in the
property market
Monetary easing, property market 11-Sep-24 to 17,109 20,632 21%
measures, stock market support, 27-Sep-24
consumption boost

Source: CIMB CIO Office
Momentum may persist, but be risk-aware

Our barbell strategy remains — to buy quality growth stocks
on pullbacks and balance with yielders. The rally is also an
opportunity to trim stocks with weaker fundamentals. We
remain cautious over the longer term as we believe the property
market’s recovery could take several years and the
upcoming US elections in November poses uncertainty.

Please read carefully the disclaimer at the end of this report.



b3 CIMB preferred

Disclaimer

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality, state, country or
other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation.

By accepting this report, the recipient hereof represents and warrants that he is entitled to receive such report in accordance with the restrictions set forth below and
agrees to be bound by the limitations contained herein. Any failure to comply with these limitations may constitute a violation of law. This publication is being
supplied to you strictly on the basis that it will remain confidential. No part of this report may be (i) copied, photocopied, duplicated, stored or reproduced in any form
by any means or (i) redistributed or passed on, directly or indirectly, to any other person in whole or in part, for any purpose without the prior written consent of
CIMB Bank Berhad and CIMB Investment Bank Berhad (collectively, “CIMB Bank”).

CIMB Bank, its affiliates and related companies (collectively, “CIMB Group”) and their respective directors, associates, connected parties and/or employees may
own or have positions in securities of the company(ies) covered in this research report or any securities related thereto and may from time to time add to or dispose
of, or may be materially interested in, any such securities. Further, CIMB Group may do and may seek to do business with the company(ies) covered in this research
report and may from time to time act as market maker or have assumed an underwriting commitment in securities of such company(ies), may sell them to or buy
them from customers on a principal basis and may also perform or seek to perform significant investment banking, advisory or underwriting services for or relating to
such company(ies) as well as solicit such investment, advisory or other services from any entity mentioned in this report. The views expressed in this report
accurately reflect the personal views of the analyst(s) about the subject securities or issuers and no part of the compensation of the analyst(s) was, is, or will be
directly or indirectly related to the inclusion of specific recommendations(s) or view(s) in this report. CIMB Bank prohibits the analyst(s) who prepared this research
report from receiving any compensation, incentive or bonus based on specific investment banking transactions or for providing a specific recommendation for, or
view of, a particular company. However, the analyst(s) may receive compensation that is based on his/their coverage of company(ies) in the performance of his/their
duties or the performance of his/their recommendations and the research personnel involved in the preparation of this report may also participate in the solicitation
of the businesses as described above. In reviewing this research report, an investor should be aware that any or all of the foregoing, among other things, may give
rise to real or potential conflicts of interest. Additional information is, subject to the duties of confidentiality, available on request.

i. As of 30 September 2024, CIMB Investment Bank Berhad has a proprietary position in the following securities in this
report: -

ii. As of 30 September 2024, the analyst, Diana Teo Keet Queen, does not have an interest in the securities in the company or companies covered or recommended
in this report.

This report has been produced for information purposes with the information contained in this report, believed to be correct at the time of issue and does not purport
to contain all the information that a prospective investor may require. CIMB Group makes no express or implied warranty as to the accuracy or completeness of any
such information and opinion contained in this report. Nothing in this report is intended to be, or should be construed as an invitation by any company within CIMB
Group to buy or sell, or as an invitation to subscribe for, any securities. The price and value of any investments and indicative incomes herein contained may
fluctuate either positively or negatively. All references to past performances is not a guide to any future performance. It should be noted that investments in
emerging markets are subject to increased levels of volatility than more established markets. Some of the reasons for this volatility relates to the respective
economy, political climate, credit worthiness, currency and general market within that country. When investing in investments denominated in a foreign currency
these transactions are also subject to fluctuation in exchange rates.

The information in this report is subject to change without notice by CIMB Bank. Neither CIMB Bank nor any of its affiliates or related companies, advisers or
representatives are obliged to update any such information subsequent to the date hereof. Because it is not possible for CIMB Bank to have regard to the
investment objectives, financial situation and particular needs of each person who reads this report, the information contained in it may not be appropriate for all
persons. CIMB Bank is not acting as an advisor or agent to any person to whom this report is directed in respect of its contents. You, the recipient of this report must
make your own independent assessment of the contents of this document, and should not treat such content as advice relating to legal, accounting, taxation,
technical or investment matters. Please contact your Private Banker, Relationship Manager or walk into your nearest CIMB Branch to discuss any information
contained within or prior to acting in reliance of any information contained within this report.

Neither CIMB Group nor any of their directors, employees or representatives are to have any liability (including liability to any person by reason of negligence or
negligent misstatement) whether pecuniary or not from any statement, opinion, information or matter (express or implied) arising out of, contained in or derived from
or any omission from the report, except liability under statute that cannot be excluded.



