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THE RISE OF RENMINBI ASSETS

CHINA'S NEW LEADERSHIP AND RENMINBI ASSETS’ OUTLOOK?
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What is happening?

The largest amount of structural

reforms among any countries GROWTH OF THE CHINESE E-COMMERCE CONSUMER BASE

CHINA 2010
|40 MILLION
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The technology-push ahead is strong
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China one of the world’s top 25
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most innovative countries, the 3"
largest patent originator
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Chinese payments for the use of foreign Top 15 IP licencing-fee paying countries (2016)
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1 billion users by 2023
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CHINA’S GROWTH - WILL IT FALL
BELOW 6% SOON?
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New versus old economy

Railway: passenger traffic vs freight Surging internet users & penetration rate =>
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Forces sustaining growth

China's creative destruction Industrialisation migrating inland*
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this may reflect a cyclical
50.0% -\ o slowdown and President Xi's
: y 3 "new normal" growth policy, but
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® Structurally, growth may sustain at an
average of 6% a year for much longer =
than expected due to: 0.0% :
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POWER-GRABBING?
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De-centralisation did not work

" Beijing de-centralised power between 1993 and

China's corruption index 2003
jf)j ® Corruption = a proxy to reform implementation
i) failure; China was quite corrupt in the two decades
30 - before President Xi came to power
25"
20 - ® As power de-centralisation has backfired,
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implementation risk has become a mounting concern

® Xi needs power and time to push through his grand

FF S PP PP P PP 98 R 0 b 6 2 reform plans in .pursgant of hi.s ‘fChinese Dream” —
Jiang Zemin (1993-2003) Hu Jintao (2003-2013) X scraps the presidential term limits
sources: Transparency Intemnational, BNPP AM (Asia) | For Chlna’ re_Centrallsatlon Of power IS probably the
Data a5 of Apil 2018 only option to tackle the daunting reform risk
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Changing the incentive scheme

Single target — growth
maximisation

—

® Creating a political environment to ensure compliance by local officials

® Scrapping term limits => no alternative power centres for local officials to appeal to
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Xi’s vision of the New China

" Refines the role of the state, with the economy continue to be a strategic mix of markets and state guidance
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For Qualified Professional Investors Only. Not for further retail distribution

Disclaimer

This material is issued and has been prepared by BNP PARIBAS ASSET MANAGEMENT Asia Limited (the “Company”), with its registered office at 17/F, Lincoln House, Taikoo Place, Quarry Bay, Hong Kong. This material
has not been reviewed by the Hong Kong Securities and Futures Commission. This material is produced for information purposes only and does not constitute:

1. an offer to buy nor a solicitation to sell, nor shall it form the basis of or be relied upon in connection with any contract or commitment whatsoever or

2. investment advice.

Opinions included in this material constitute the judgement of the Company at the time specified and may be subject to change without notice. The Company is not obliged to update or alter the information or opinions
contained within this material. Investors should consult their own legal and tax advisors in respect of legal, accounting, domicile and tax advice prior to investing in the financial instrument(s) in order to make an independent
determination of the suitability and consequences of an investment therein, if permitted. Please note that different types of investments, if contained within this material, involve varying degrees of risk and there can be no
assurance that any specific investment may either be suitable, appropriate or profitable for an investor’s investment portfolio.

Investments involve risks. Given the economic and market risks, there can be no assurance that the financial instrument(s) will achieve its/their investment objectives. Returns may be affected by, amongst other things,
investment strategies or objectives of the financial instrument(s) and material market and economic conditions, including interest rates, market terms and general market conditions. The different strategies applied to the
financial instruments may have a significant effect on the results portrayed in this material.
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