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I China Market Update — Heightening Regulatory Risk

What happened?

» The crackdown by China regulators in property, big tech, and most recently, the food delivery, and education sectors has
caused some “panic selling” in the overall Chinese equity market. This has created uncertainties as the market worries if
the government could expand to other industries such as healthcare or others.

New government measures

» Central government announced new rules to regulate the after-school tutoring (AST) industry.

> China revised rules to support third-child policy.

» Mortgage rates for first-house purchases in Shanghai will climb to 5% from the current 4.65%, while rate for the second-
house purchases will increase to 5.7% from 5.25%.

> Central government issued guidance of real estate monitoring, which argues to continue to regulate market orders
including developers, housing transactions, rentals and property management.

> China issued regulation to tighten oversight of the online food delivery sector.

Why does regulator clampdown?

> To rein in private enterprises that it blames for exacerbating inequality, increasing financial risk and challenging the
government’s authority.

> The focus on “common prosperity” that may mean more regulatory changes in areas with important social welfare
implications.

> Qur read is the intention is probably to allocate more resources and capital towards the more productive high-tech
manufacturing and technology sector.

China to concentrate on tech-dependency

> During the recent China National People’s Congress (NPC) ended on 11 Mar, China reiterated its commitment to reduce
dependence on US key technology. The government will further direct resources to focus on semiconductors, artificial
intelligence, quantum computing, neuroscience, and biotech. Public and private sector spending on research and
development of new products is projected to rise to $580 billion a year by 2025 -- more than what U.S. spent in 2018.
While China would still need to rely on foreign technology, aggressive moves such as tax exemption and incentives could
help to encourage future growth in the China semiconductor or IT-related industries.

CIMB Asset Class Outlook

> Though regulatory risk remains elevated in the near term, we remain Overweight on Regional Equity over the long term
as Chinese economy continues to recover from the pandemic crisis, continued investment into key technology sectors to
reduce dependency on the US, commitment to achieve carbon neutrality by 2060, hence, a high priority in green sectors
such as renewable energy, electric vehicles and environmentally friendly industrial equipment, and also the recent sell-off
has brought down its overall equity market valuation to a more attractive level.

Recommended strategy

> |nvestors are advised to have a diversified investment portfolio allocation with a combination of Equity, Bond, and
Alternative.

> For investors with zero or low exposure to Regional equity, average cost in to gain exposure at a more attractive entry
point.

> For investors with high exposure to single country/sectorial focus equity funds, may consider to diversify into balanced or
fixed income funds to reduce volatility.
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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 Private
Banking, a division of CIMB Investment Bank Berhad (“CIMB”).

CIMB, its affiliates and related companies (collectively, “CIMB Group”), their 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 do and 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 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.

(0] As of 28 July 2021, CIMB have a proprietary position in the following securities in this report:
Nil
(ii) As of 28 July 2021, the analyst, Cheong Pak Sing who prepared this report, does not have interest in the securities or companies mentioned 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. Neither CIMB nor any of its affiliates, advisers or representatives are obliged to update any
such information subsequent to the date hereof. Because it is not possible for CIMB Group 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 Group 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 Relationship
Manager or our general line at 03-2261 8888 to discuss any information contained within or prior to acting in reliance of any information contained within this report.

Neither the 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.
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