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Summary

Though China’s real GDP growth rate slowed slightly to +6.8% y-0-y in July—September, it remained above the 2017
government’s target of ‘around +6.5%.’ Xi Jinping unveiled his ‘Thought on Socialism with Chinese Characteristics for a
New Era’ at the 19th National Congress of the Communist Party of China. In his report, Xi Jinping said that after the Party
had finished building a moderately prosperous society in all respects by 2020, a two-step approach should be taken (the
first step from 2020 to 2035 and the second step from 2035 onwards) to build China into a ‘great modern socialist country

that is prosperous, strong, democratic, culturally advanced, harmonious, and beautiful’ by the middle of the century.

1. September’s economic indicators improved on the previous month

Growth slowed to +6.8% over July—September

Production, investment and consumption all accelerated

The floor space of residential buildings sold grew at a slower y-o0-y pace for the first time since March
2015

Imports and exports both improved

CPI growth slowed while PPI growth accelerated

Net new loans and total social financing both increased

2. Topics: The economic policy position revealed at the National Congress

A change in the ‘principal contradiction facing Chinese society’

Building a ‘great modern socialist country’ by the middle of the century




MIZWHO
One MIZUHO

1. September’s economic indicators improved on the previous month

+ Growth slowed to +6.8% over July—September

On October 19, the National Bureau of Statistics (NBS) announced that China’s real GDP growth rate had hit
+6.8% in July—September, down from the +6.9% recorded in April-June (from here on, all figures refer to ‘same-
period previous-year’ growth unless otherwise specified). At +6.9%, the figure for January—September was
unchanged from January—June. The economy grew by +1.7% on a quarter-on-quarter basis® (Fig.1).

A glance at contribution levels by demand item over January—September shows the contribution of final
consumption expenditure hitting +4.5%Pt, up on January—June’s figure of +4.4%Pt. At +0.2%Pt, the contribution
of net exports was down slightly from January—June’s figure of +0.3%Pt. At +2.3%Pt, the contribution of gross

capital formation was unchanged on January—June (Fig.2).

Fig. 1: GDP and major economic indicators Fig. 2: Breakdown of GDP by demand item
(quarterly)
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- Production, investment and consumption all accelerated

September’s economic indicators improved on the previous month. At +6.6%, September’s value-added industrial
production figure was up on August’s +6.0% (the m-0-m figure was +0.6%) (Fig. 3). At +6.7%, the aggregate figure
for January—September was up on 2016’s figure of +6.0%.

The NBS pointed to three particular production trends in January—September: (1) growth in the equipment

manufacturing industry and the hi-tech sector accelerated by 2.5%Pt and 2.8%Pt on the same period last year to hit

1 China Net, October 19, 2017, Zf/F/atFI=FEERLZ FIE{TIEREIT4 72 (The State Council Information Office Holds a Briefing on
China'’s Economic Performance in the Third Quarter)
http://www.gov.cn/xinwen/2017-10/19/content_5232969.htm#allContent
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+11.6% and +13.4%, respectively, with growth also up by +0.1%Pt and +0.3%Pt on January—June; (2) emerging-
industry products grew at a fast clip; (3) mining and resource-intensive industry saw negative or slower growth?,
Nominal fixed asset investment grew by +6.2%° in September (January—September: +7.5%), up on August’s
figure of +3.8% (the m-o-m figure was +0. 6%). Investment in real-estate development accelerated by a cumulative
+8.1% until September, up on January—August’s figure of +7.9% (Fig. 4). At +15.8%, though, investment in
infrastructure construction in January—September was at the same level as 2016’s figure of +15.8%, with
manufacturing investment growth in January—September also unchanged on 2016 at +4.1%. The technology
upgrading and manufacturing industry grew by +12.8% and the equipment manufacturing industry by +8.3%, but

the energy and consumables manufacturing sector continued to contract at -1.9%*.

Fig. 3: Value-added industrial production Fig. 4: Fixed asset investment by sector
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Nominal retail sales of consumer goods grew by +10.3% in September, up on the +10.1% recorded in August,
with the real figure (discounting inflationary factors) also hitting +9.3%, up on August’s +8.9% (the m-0-m figure
was +0. 9%) (Fig 5). At 10.4%, the cumulative figure for January—September was the same as 2016’s +10.4%. In

2 NBS, October 20, 2017, Xt Tl %/ FEE MK FENZHIZ = (Wen Jianwu: Industrial production grew stably with noteworthy
improvements in quality and efficiency). Wen Jianwu is the Director-General of the NBS’s Department of Energy Statistics. Examples of (2) emerging-
industry products: lithium ion batteries (+36.5%), photovoltaic cells (+24.6%), private drones (+102.8%), IC (+22.1%), industrial robots (+69.4%),
urban rail vehicles (+45.5%), and new-energy vehicles (+30.8%). As for (3), mining fell by -1.6% and resource-intensive industries grew by +3.1% (y-
o0-y rate of change).

http://www.stats.gov.cn/tjsj/sjjd/201710/t20171020_1544402.html

3 Calculated by the author from the cumulative data.

4 NBS, October 20, 2017: EXIEZ . _LHFEE T E /TR EFREIEK LZHEEH (Zhao Peiya: Fixed asset investment grew in an even more stable
manner in the first half year; structure is more improved).

Zhao Peiya is an inspector with Department of Investment of the NBS

http://www.stats.gov.cn/tjsj/sjjd/201710/t20171020_1544403.html
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January—September internet retail sales of goods and services grew by 34.2% to hit RMB 4,878.7 billion (goods:
RMB 3,682.6 hillion; services: RMB 1,196.1 billion), with net shopping accounting for 18.5% of total retail sales
of consumer goods (RMB 26,317.8 billion). Goods related to ‘consumption upgrading’ grew at a fast clip, up on the
same period last year (education and entertainment goods (+17.4%), cultural and office appliances (+9.9%), home
electric appliances and audio equipment (+10.1%), and cosmetics products, (+12.1%) for example)®.

2.709 million new vehicles were sold in September (+5.7%), an improvement on August’s figure of 2.186 million
(+5.6%) (Fig. 6). The cumulative figure for January—September was 20.22 million (+4.8%), with growth slowing
on 2016’s figure of 27.939 million (+13.7%). Sales had been boosted by a tax break on purchases of small vehicles,
instituted in October 2015. This slowdown seems to be a reaction to the flurry of buying that occurred before the

government announced it would be extending the program® on December 15, 2016.

Fig .5: Retail sales of consumer goods; retail sales by Fig. 6: Number of vehicles sold
item; floor space of residential building sold (by passenger vehicles and commercial vehicles)
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5 NBS, October 20, 2017: Z/&/L 5557 A4 42 (RFF-FRAEC IR (Meng Qingxin: The consumer products market continues to enjoy strong and
stable growth). Meng Qingxin is the Director-General of the Department of Trade and External Economic Relations Statistics of NBS.
http://www.stats.gov.cn/tjsj/sjjd/201710/t20171020_1544405.html

5 On December 15, the Finance Ministry and the State Administration of Taxation announced that the tax cut on purchases of new vehicles with low
emissions would be extended one year to the end of 2017. However, the tax rate will rise from 5% to 7.5%, so the size of the cut (compared to the normal
tax rate of 10%) will be halved in 2017 (2.5%).

Finance Ministry: X FBE7E 1.6 H-R U THEE 7/ %EZE I E # #9147 (Circular on the Lowering of the Purchase Tax on Passenger Vehicles with
Emissions of 1,600cc or Less)

http://szs.mof.gov.cn/zhengwuxinxi/zhengcefabu/201612/t20161215_2483048.html

On September 29, 2015, the State Administration of Taxation issued Notice No. 104 [2015]. This announced that the purchase tax on

passenger vehicles with emissions of 1,600cc or less would be lowered from 10% to 5% from October 1, 2015 to the end of 2016.
http://www.chinatax.gov.cn/n810341/n810755/c1827947/content.html
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- The floor space of residential buildings sold shrunk y-o-y pace for the first time since March 2015

The floor space of residential buildings sold grew by 10.3% (1,160.06 million m?) in January—September. This
was down on 2016’s figure of +22.5% and January—August’s figure of +12.7%. At -1.5%, the data fell on a monthly
basis in September for the first time since March 2015 (-1.6%)’. Housing sales bottomed out and began recovering
in April 2015 following measures by the authorities to prop up the real-estate market. The People’s Bank of China
(PBOC) lowered deposit and lending rates six times from November 2014, for instance, while the (lowest) down
payment rate for second homebuyers was cut from 60% to 40% (March 30, 2015) and the down payment rate for
first-time homebuyers was also lowered to 25% (September 30, 2015). Thereafter, buying restrictions pioneering in
Shanghai and Shenzhen® subsequently spread to other cities with surging house prices®. These restrictions are now
being tightened further'®.

In September, 67 cities saw the price of new homes rising on the previous year, down from 68 cities in August.
However, prices in Shanghai and Shenzhen only grew by +0.0% and -3.7% respectively in September, down from
the April 2016 peak of +28.0% and +62.4% respectively. This reflected a policy shift in these cities away from
stimulus measures to tightening measures. At +5.5%, the growth rate in second-tier cities continued to slide from
the +13.8% peak recorded in November 2016. At +7.8%, the figure for third-tier cities continued sliding from July’s
peak of +9.2% (August: +8.8%) (Fig. 7).

On a monthly basis, 44 of the 70 cities surveyed saw the price of new homes rising, down two cities from 46 cities
in August. Eight cities saw prices moving flatly on the previous month, up two from six cities in August, while 18

cities saw prices falling on the previous month, the same in August (Fig. 8)*2.

7 The floor space of residential buildings grew at a slower y-0-y pace for 13 successive months from February 2014 to March 2015 before the impact
of measures to stimulus homebuying were introduced.

8 On March 25, 2016, the down payment rate for second homebuyers was lifted from 40% to 50-70% in Shanghai. Shenzhen has lifted the down
payment rate for second homebuyers from 30% to 40%. Both moves represent a tightening of restrictions on purchases by non-resident buyers.

% Similar tightening measures have also spread to cities with conspicuous house price inflation, with Xiamen, Nanjing and Hefei introducing similar
regulations from the end of April to mid-July 2016, for example. Source: Economic Information Daily, July 14, 2016 - 44/~ 5]/ & 5 14 F k15
B THEEBFEFEEH (China’s acute property price bifurcation problem: Metropolitan real-estate measures in 2H influenced by the regional
policies)

http://www.china.com.cn/shehui/2016-07/14/content_38877726.htm

According to an article in the People’s Daily on October 11, 2016 entitled AR, JRES THIE A 20 1 i HE L 374 B B Z it % (Restrictions
on housing purchases and loans recently introduced in 20 cities: Restrictions geared to meet the circumstances of each city), restrictions on housing
purchases were introduced in 20 cities at the time the article was written.

http://www.fangchan.com/news/6/2016-10-11/6191397283909931925.html

10" According to an article in the 21st Century Business Herald on March 20, 2017, entitled £ 545/ R iBE A LA LS T HLE2ERE T
i@ AT (‘Checks on housing and loan records’: Beijings strictest real estate controls set to chill housing markets nationwide in 2H), Beijing has
introduced ‘the toughest controls in history’. It lifted the down payment rate for second home purchases to at least 60 percent on March 17, for instance,
with the rate lifted to at least 80% for buyers who will not be living at the property.

Furthermore, the city has also suspended issuances of mortgage loans for individuals with maturities of 25 years or more, while homes bought by
companies cannot be resold for at least three years.

http://epaper.21jingji.com/htm1/2017-03/20/content_58356.htm

11 Of the 70 cities surveyed, the following three cities saw the fastest home price growth: Beihai+14.1%, Xian+13.6% and Yangzhou+13.3%
(September).

12 NBS, October 23, 2017: 2017 4£9 A# 710 N A 1EE#H EMN 15T 57181 (Sales Prices of Residential Buildings in 70 Medium and Large-
sized Cities in September 2017)

http://www.stats.gov.cn/tjsj/zxfb/201710/t20171023_1545010.html
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Fig .7: New-homes prices (Y-0-y) Fig. 8: Number of cities recording m-o-m changes
in sales prices of residential buildings
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Source: CEIC

- Imports and exports both improved

Exports were up +8.1% in September ($198.26 billion), while imports rose by +18.7% ($169.79 billion), with the
trade surplus hitting $28.47 billion (Figs. 9, 11 and 12). In January—September, exports increased by +7.5% and
imports by +17.3% (trade surplus: $295.58 billion), with the total amount of trade hitting $2,969.33 billion, slightly
up +11.7% (January—August: +11.6%). Imports of iron ore topped 100 million tons for the first time in September
to hit 103 million tons, a record for a single month. However, the authorities said that China’s domestic blast furnaces
were scaling up and demand for high-grade iron ore imports had subsequently risen sharply, with iron ore purchases
rising to meet a flurry of production before rules to curb production come into effect following the introduction of

environmental regulations in September??,

13 China Securities Journal, October 19, 2017, A=/ mBH H/ZFATZY (A ‘China Moment’ reappears in commodities)
http://www.cs.com.cn/zzqh/201710/t20171019_5521862.html
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Fig. 9: Imports/exports; trade balance Fig. 10: CPI, PPI
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Fig. 11: Exports by major region Fig. 12: Imports by major region
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+ CPI growth slowed while PPI growth accelerated

In September, CP1 (Consumer Price Index) growth stood at +1.6%, down on August’s figure of +1.8% (Fig. 10).
At +0.5%, CPI growth was up on a monthly basis (August: +0.4%). At +1.5%, the average figure for January—
September was significantly below the government’s target of +3.0%.

A breakdown of the CPI data shows food price inflation falling further into negative territories in September at -
1.4% (August: -0.2%). At -12.4%, though, pork prices contracted at a slower pace compared to August’s figure of -
13.4% (Fig.13 and 14). At 52.99 million tons, pork output dipped by -3.4% in 2016. This followed on from similar
dips in 2007, 2011 and 2015, though the impact of the pork cycle'* has continued to wane since a peak in May 2016.

14 This is a cycle whereby: farmers respond to lower pork prices by raising fewer pigs—supply falls and prices rise—farmers increase output—supply
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At -1.0%, vegetable prices slipped from positive to negative growth (August: +9.7%). At +2.4%, non-food prices
rose at a faster pace in September (August: +2.3%).

In September, PPI (Producer Price Index) growth accelerated to +6.9% (August: +6.3%) (Fig. 10). On a year-on-
year basis, in September prices rose at a faster pace in four sectors: The Manufacture and Processing of Ferrous
Metals sector (+31.5%), the Manufacture and Processing of Non-Ferrous Metals sector (+20.2%), the Manufacture
of Chemical Raw Material and Chemical Products sector (+10.0%), and the Nonmetallic Mineral Products sector
(+9.8%). Growth slowed in three sectors: The Mining and Washing of Coal sector (+28.6%), the Processing of
Petroleum sector (+16.4%), and the Extraction of Petroleum and Natural Gas sector (+14.2%). The contribution of
these seven sectors to PPI growth rose by +5.6%Pt to hit 81.2% (NBS)*.

Fig. 13: CPI; Growth contribution by item Fig. 14: Food prices
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- Net new loans and total social financing both increased

According to the PBOC, new bank loans increased by a net RMB 1,540 billion in September, up on August’s
figure of RMB 1,110 billion. At +9.2%, M2 money supply growth in September was also up on August’s figure of
+8.9%, though it was below the government’s target (2017: +12.0%) (Fig. 15).

Total social financing, which includes funds procured from non-bank sources, increased by a net RMB 1,820

increases and prices stabilize—farmers raise fewer pigs.
15 NBS, October 16, 2017 [FZ4 31/ 5 Al S R4 1148 E AR 2017 ££9 F# CPI,PPI ##% (NBS statistician Sheng Guoging deciphers
the September 2017 CPI and PPI data)

http://www.stats.gov.cn/tjsj/sjjd/201710/t20171016_1542493.html
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billion in September, up on August’s figure of RMB 1,479.1 billion. A glance at the details reveals that: RMB loans,
trust loans, banker’s acceptances and corporate bonds grew at a faster pace; non-financial-institution equity
issuances grew at a slower pace; entrusted loans switched from contraction to expansion; and foreign currency loans
continued to contract, though at a slower pace (Fig. 16).

Foreign exchange reserves stood at $3,108.5 billion at the end of September, up $16.98 billion on August, with

the figure rising on the previous month for the eighth successive month (Fig. 17).

Fig. 15: Financial institution lending; Fig. 16: Total social financing
the money supply (net increase and decrease)
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2. Topics: The economic policy position revealed at the National Congress

* A change in the ‘principal contradiction facing Chinese society’

The 19th National Congress of the Communist Party of China (the 19th National Congress) was held over October
18-24. The 19th Central Committee of the Communist Party of China also met on October 25 (the Central
Committee meeting). These events signaled the launch of the new structure for general secretary Xi Jinping’s second
term. According to the Chinese constitution, the State Council and the National People’s Congress (the bodies
equivalent to the cabinet and parliament) both operate under the leadership of the Communist Party, so the personnel
and policy decisions made at the 5-yearly National Congress are crucial for gauging the direction of politics and the
economy from here on.

In his work report at the opening ceremony of the 19th National Congress'®, general secretary Xi Jinping outlined
his ‘“Thought on Socialism with Chinese Characteristics for a New Era.” These were incorporated into the party’s
constitution as ‘Xi Jinping Thought on Socialism with Chinese Characteristics for a New Era.’

Xi Jinping’s report said the principal contradiction facing Chinese society was no longer about the contradiction
between “the ever-growing material and cultural needs of the people and backward social production” but had
instead now shifted to the contradiction between “unbalanced and inadequate development and the people’s ever-
growing needs for a better life.” “The needs to be met for people to live a better life are increasingly broad. Not only
have their material and cultural needs grown; their demands for democracy, rule of law, fairness and justice, security,
and a better environment are increasing,” Xi Jinping continued. Now that people’s material needs had been met by
rising incomes, the report recognized that the Communist Party would need to meet new needs, such as demands for
income distribution, social security, and a better environment (including better air, water and soil).

The previous ‘principal contradiction facing Chinese society’ had been recognized in a ‘historic resolution’ made
at the sixth plenary session of the 11th Central Committee in 1981. The wording had remained unchanged right up

until the 18th National Congress in 2012, so this recent shift was a sign that China had indeed entered a ‘New Era.}”

*Building a ‘great modern socialist country’ by the middle of the century

Xi Jinping’s work report said the ‘Thought on Socialism with Chinese Characteristics for a New Era’ made eight
things clear. One of these was that “the overarching goal of upholding and developing socialism with Chinese
characteristics is to realize socialist modernization and national rejuvenation, and, that on the basis of finishing the
building of a moderately prosperous society in all respects, a two-step approach should be taken to build China into
a great modern socialist country that is prosperous, strong, democratic, culturally advanced, harmonious, and
beautiful by the middle of the century.”

Yang Weimin, deputy director of the Central Leading Group on Financial and Economic Affairs, outlined the
timetable for building a modern socialist society from the time since China first opened up to the world (Fig. 18).

This sets out the goals for the fourth and fifth stages, after the next National Congress in 2021.

16 China Net, October 18, 2017: +HE¥ASE R, ML EEREEiL S FHEAICHEFE it 2F L EAF] (Secure a
Decisive Victory in Building a Moderately Prosperous Society in All Respects and Strive for the Great Success of Socialism with Chinese
Characteristics for a New Era.)

http://www.gov.cn/zhuanti/19thcpckms/kms.html

7 The phrase ‘New Era’ appeared 36 times in Xi Jinping’s report. It only appeared once in Hu Jintao’s report at the 18th National Congress in 2012.
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Fig.18: Timetable for building a modern socialist society

The timetable for building a modern socialist society from the time since the period of reform and opening-up

State Period Details
First 1978-1990* Problem of food and O  Solve the problem of food and clothing
clothing
Second 1991-2000 Moderately Prosperous | O  Reach a moderately prosperous standard of living
society
Third 2001-2020 Moderately Prosperous | O  Complete the building of a moderately prosperous society
society in all respects

Take tough steps to tackle the three major issues: (1)
Forestall and defuse major risks, (2) carry out targeted
poverty alleviation, and (3) prevent and control pollution
Fourth 2021-2035 Modernization O  See that socialist modernization is basically realized

Fifth 2036-2050 Build a strong nation O  Develop China into a great modern socialist country that is
prosperous, strong, democratic, culturally advanced,
harmonious and beautiful.; turn China into a global leader
in terms of composite national strength and international
influence; achieve common prosperity for everyone

Note: *Original text ¢ E/F#/-1990 £

Source: Xi Jinping’s Report to the 19th National Congress of the Communist Party of China; Xinhua, October 26, 2017: ##iZ+X
REEAHELHR

http://www.xinhuanet.com/politics/19cpcnc/zb/gova/wzsl.htm

In his report, Xi Jinping said that during the ‘decisive stage in building a moderately prosperous society in all
respects,” up until 2020, the Communist Party should “promote coordinated economic, political, cultural, social and
ecological advancement [and] must show firm resolve in implementing the strategy of invigorating China through
science and education, the strategy on developing a quality workforce, the innovation-driven development strategy,
the rural vitalization strategy, the coordinated regional development strategy, the sustainable development strategy,
and the military-civilian integration strategy.” Xi Jinping stressed the need to take tough steps to “(1) forestall and
defuse major risks, (2) carry out targeted poverty alleviation, and (3) prevent and control pollution.”

Up until the 18th National Congress, the Communist Party had set numerical targets for economic development
(such as ‘doubling GDP in ten years’), but the 19th National Congress set no such targets (Fig. 19). Deputy secretary
Yang Weimin said this was because the principal contradiction facing Chinese society had changed and China was
no longer going through a high-growth phase and had instead transitioned to a stage of qualitative economic
development. He added that productive capacity shortfalls were no longer a major obstacle to economic growth and
the main problem now was the low quality of development. At this stage, he continued, though fast growth was
important, the party was now focusing on solving the problems of unbalanced and inadequate development by
achieving better quality, higher efficiency, and more robust drivers of growth through reform. He finished by saying
that the 19th National Congress had not mentioned the goal of doubling GDP because it wanted to focus more on
achieving its new development vision?8.

As for the basic policy of the ‘“Thought on Socialism with Chinese Characteristics for a New Era,” Chapter 2 of
Xi Jinping’s report listed 8 things that the thought ‘makes clear,” while Chapter 3 outlined 14 points that form the

18 Xinhua, October 26, 2017: #Fit1/ AIRE EHHE L A2 (Specific Briefing on the Themes of the 19th National Congress Report)
http://www.xinhuanet.com/politics/19cpenc/zb/gova/wzsl.htm
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basic policy (Fig. 20 and 21). Point 4 of the latter 14 points is ‘Adopting a new vision for development.” This point

talks about the vision of ‘innovative, coordinated, green and open development for everyone.” These mirror the five

focus areas in the 13th Five Year Plan (13th Plan). Poverty alleviation in Point 8 (‘Ensuring and improving living

standards through development’) and Point 9 (‘Ensuring harmony between humans and nature’) also chime with the

goals set down on the 13th Plan®®.

Fig. 1: Economic development goals, results and forecasts at the National Congress

period Goal Nominal GDP  Increase Real GDP  |Per capita |Per capita income
H Year RMB 100 millior (times bigger) (Annual average %{GDP RM B Compared to 2000 RMB  Compared to 2000
16th i Urban 6,280
(l\:lZ:;rr:;IS ;QuadrupletheleZF;;;the year 2000 2000 100,280; 7’9425 el 253
(2002) i
17th { i (00-10average) : Urban 19,109
2‘2:;':2 Q“adr“)fl::’;gggp;;aggop of the 2010 413,0305 41 30,8765 39l 5010
(2007) | 10.6%
2011 36,4035 A6 Urban 21,810 35
: Rural 6,977 3.1
18th |
National éDoubIe GDP and per capita incomes 2020 6.5% (Th_e minimum average gr_owth rate line needed over 16-20 to
Congress éof 2010 by 2020 achieve the goal of doubling GDP)
(2012)
19th National O  Finish the building of a moderately prosperous society in all respects in 2020 and then ensure that
Congress (2017) socialist modernization is basically realized, so that by 2035:
China’s economic and technological strength has increased significantly. China has become a
global leader in innovation.
The rights of the people to participate and to develop as equals are adequately protected. The rule
of law for the country, the government, and society is basically in place. Institutions in all fields
are further improved; the modernization of China's system and capacity for governance is basically
achieved.
Social etiquette and civility are significantly enhanced. China's cultural soft power has grown
much stronger; Chinese culture has greater appeal.
People are leading more comfortable lives, and the size of the middle-income group has grown
considerably. Disparities in urban-rural development, in development between regions, and in
living standards are significantly reduced; equitable access to basic public services is basically
ensured; and solid progress has been made toward prosperity for everyone.
A modern social governance system has basically taken shape, and society is full of vitality,
harmonious, and orderly.
There is a fundamental improvement in the environment; the goal of building a Beautiful China is
basically attained.
O  Work hard in the 15 years from 2035 to develop China into a great modern socialist country that is
prosperous, strong, democratic, culturally-advanced, harmonious and beautiful. Turn China into a
global leader in terms of composite national strength and international influence; basically achieve
common prosperity for everyone.

Note: The average growth rate until 2020 is calculated by the author of this report based on the results up until 2016 and the
forecast for 2017. Urban per-capita income = per-capita living expenses/income for households in urban areas; Rural per-
capital income = net per-capital income for households in rural areas.

Source: China Securities Journal, November 9, 2012: /@7 #i—& Sk &£ /Z ) (What would two ‘doublings’ mean?). NBS,

CEIC, October 18, 2017: Chapter 5 of Xi Jinping’s Report to the 19th National Congress of the Communist Party of

China, etc.

1% There were 55.75 million people living in poverty as of 2015; the aim is to reduce this to zero by the time the 13th Five Year Plan ends in 2020.
Poverty level: Net per-capita annual income of RMB 2,800 (2014) and RMB 4,000 (2020). Xinhua, November 3, 2015: £F (G2t ch 5 F#)E/F
BREFHIH 2% BE+= 1 BEHLBIZEN) BT

http://news.xinhuanet.com/politics/2015-11/03/c_1117029621.htm

_12_



MIZWHO
One MIZUHO

Fig. 2: Xi Jinping’s report: A change in the ‘principal contradiction’ and the 8 things made clear

O A change in the principal contradiction facing China

Until thel8th - The contradiction between the ever-growing material and cultural needs of the people and backward social
National Congress” | production

19th National - The contradiction between unbalanced and inadequate development and the people’s ever-growing needs
Congress for a better life

O The 8 things made clear by the ‘Thought on Socialism with Chinese Characteristics for a New Era’

1 | The overarching goal of upholding and developing socialism with Chinese characteristics is to realize socialist modernization and
national rejuvenation, and, that on the basis of finishing the building of a moderately prosperous society in all aspects, a two-step
approach should be taken to build China into a great modern socialist country that is prosperous, strong, democratic,
culturally advanced, harmonious, and beautiful by the middle of the century.

2 | The principal contradiction facing Chinese society in the new era is that between unbalanced and inadequate development and the
people's ever-growing needs for a better life. We must therefore continue commitment to our people-centered philosophy of
development, and work to promote well-rounded human development and common prosperity for everyone.

3 | The overall plan for building socialism with Chinese characteristics is the five-sphere integrated plan™, and the overall strategy is
the four-pronged comprehensive strategy™”. [The Thought] highlights the importance of fostering stronger confidence in the
path, theory, system, and culture of socialism with Chinese characteristics.

4 | The overall goal of deepening reform in every field is to improve and develop the system of socialism with Chinese
characteristics and modernize China’s system and capacity for governance.

5 | The overall goal of comprehensively advancing law-based governance is to establish a system of socialist rule of law with Chinese
characteristics and build a country of socialist rule of law.

6 | The Party's goal of building a strong military in the new era is to build the people’s forces into world-class forces that obey the
Party’s command, can fight and win, and maintain excellent conduct.

7 | Major country diplomacy with Chinese characteristics aims to foster a new type of international relations and build a
community with a shared future for mankind.
8 | The defining feature of socialism with Chinese characteristics is the leadership of the Communist Party of China; the
greatest strength of the system of socialism with Chinese characteristics is the leadership of the Communist Party of
China; the Party is the highest force for political leadership. The Thought sets forth the general requirements for Party building in
the new era and underlines the importance of political work in Party building.
Note: “From the ‘historic resolution’ made at the 11th Central Committee meeting in 1981 to the 18th National Congress in 2012.
**The ‘five-sphere integrated plan’ involves promoting coordinated (1) economic, (2) political, (3) cultural, (4) social and (5)
ecological advancement.
"**The ‘four-pronged comprehensive strategy’ aims to make comprehensive moves to finish building a moderately prosperous
society in all respects, deepen reforms, advance law-based governance, and strengthen Party self-governance.
Source: Chapter 2 of Xi Jinping’s Report to the 19th National Congress of the Communist Party of China

Fig. 3: The ‘14 points’ in Xi Jinping’s report
The 14 basic policy points

1 | Ensuring Party leadership over all work. Strengthen our consciousness of the need to maintain political integrity, think in big-
picture terms, follow the leadership core, and keep in alignment

2 | Committing to a people-centered approach. Observe the Party’s fundamental purpose of wholeheartedly serving the people
3 | Continuing to comprehensively deepen reform. Develop a set of institutions that are well conceived, fully built, procedure
based, and efficiently functioning

4 | Adopting a new vision for development. Pursue with firmness of purpose the vision of innovative, coordinated, green, and
open development that is for everyone

5 | Seeing that the people run the country. Uphold and improve the system of people’s congresses, etc.; develop socialist
consultative democracy; improve our democratic institutions

6 | Ensuring every dimension of governance is law-based. Further the reform of the judicial system, and strengthen rule of law
awareness among all our people while also enhancing their moral integrity.

7 | Upholding core socialist values. Uphold Marxism, firm up and further build the ideal of Communism and a shared ideal of
socialism with Chinese characteristics
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8 | Ensuring and improving living standards through development. Promote social fairness and justice; make steady progress in
ensuring people’s access to childcare, education, employment, medical services, elderly care, housing, and social assistance;
intensify poverty alleviation

9 | Ensuring harmony between humans and nature. Realize that lucid waters and lush mountains are invaluable assets and act on
this understanding; implement our fundamental national policy of conserving resources and protecting the environment,

10 | Pursuing a holistic approach to national security. Put national interests first, take protecting our people’s security as our
mission; safeguard China’s sovereignty, security, and development interests

11 | Upholding absolute Party leadership over the people’s armed forces. Build people’s forces that obey the Party’s command;
strengthen the armed forces through reform and technology; place greater focus on combat

12 | Upholding the principle of “one country, two systems” and promoting national reunification. Ensure both the central
government’s overall jurisdiction over the Hong Kong and Macao special administrative regions and a high degree of autonomy
in the two regions; uphold the 1992 Consensus; oppose all separatist activities

13 | Promoting the building of a community with a shared future for mankind. Stay on the path of peaceful development

14 | Exercising full and rigorous governance over the Party. Resolutely correct misconduct in all its forms

Source: Chapter 3 of Xi Jinping’s Report to the 19th National Congress of the Communist Party of China

As outlined in Fig. 23, of the 13 chapters of Xi Jinping’s report, Chapters 5, 8 and 9 discuss policy positions
related to the economy and public welfare, for example. These basically follow the policy positions already outlined
in the five-year plans and so on.

As for which concrete policies will emerge from these positions, the details will become clearer at mid-
December’s Central Economic Working Conference (a body that meets every year to set the direction of policy for
the following year) and next March’s National People’s Congress (China’s parliament).

Finally, Fig. 22 lists the members selected at the National Congress to stand on the Standing Committee of the
Central Politburo of the Communist Party of China and members selected for the Central Politburo itself. These are
listed alongside the members selected for these bodies as the previous National Congress. From the perspective of
their personal histories and their pecking order within the Communist Party, it seems Standing Committee members
Li Kegiang, Wang Yang, Han Zheng and Central Politburo member Lui He will wield considerable influence when

it comes to formulating economic policy.
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Fig. 4: Members of the Standing Committee of the Central Politburo of the Communist Party of
China/Members of the Central Politburo

Standing Committee of the Central Politburo of the Communist Party of China

19th NCCPC Year of Age (As of State position (previous position) 18th NCCPC  Year of  Age (Asof

State position (previous position)

(Oct. 2017) birth end of 2017) (Nov. 2012)  birth end of 2012)
General Xi Jinping 1953 ©4) Presidgnt (Secretary of the CPC Shanghai Xi Jinping 1953 59) Presidgnt (Secretary of the CPC Shanghai
Secretary Committee) Committee)
Li Kegiang 1955 ©2) P_remi_er of the_St§te Counc'il (Secretary of the CPC Li Kegiang 1955 67 Pl.remi.er uflhe.Stfite Councjl (Secretary of the CPC
Liaoning Provincial Committee) Liaoning Provincial Committee)
Director of the General Office of the Central Chairman of the Standing Committee of the
Q LiZhanshu 1950 (67) Committee of the CPC (Secretary of the CPC O Zhang Deliang 1946 (66) National People's Congress (Vice Premier and
Guizhou Provincial Committee) Secretary of the CPC Chongging Committee)
Vice Premier (Secretary of the CPC Guangdong Chairman of the Chinese People's Political
O Wang Yang 1955 (62) O Yu Zhengsheng 1945 (67) Consultative Conference (Secretary of the CPC

Provincial and Chongging Committee) Shanghai Committee)

President of the Party School of the Central
O Liu Yunshan 1947 (65) Committee of the CPC (Head of the Publicity
Department of the CPC)

Secretary of the Secretariat of the CPC Central

O WangHuning 1955 ©2) Committee (Professor at Fudan University)

Director of the Organization Department of the
QO Zhao Leji 1957 (60) CPC Central Committee, Secretary of the CPC O Wang Qishan 1948 (64)
Shaanxi Provincial Committee
Secretary of the CPC Shanghai Committee, (Mayor
of Shanghai)

Secretary of the Central Commission for Discipline
Inspection (Vice Premier of the State Council)

Vice Premier of the State Council (Secretary of the

O Han Zheng 1954 (63) CPC Tianjin Committee)

O Zhang Gaoli 1946 (66)

Members of the Central Politburo

Secretary of the Secretariat of the CPC Central
Committee, Executive Deputy Director of the

. . General Office of the Central Committee of the . Vice Premier (State Councilor, Director of the
O Ding Xuexiang 1962 9 CPC (Secretary of the Committee of Political and O Maka 1946 ) National Development and Reform Commission)

Legal Affairs under the CPC Shanghai M unicipal
Committee)

;E;i;gl Vice Chairman of the Standing Committee of the Secretary of the Secretariat of the CPC Central

commiﬁee QO Wang Chen 1950 (67) National People’s Congress (Director of State O Wang Huning 1955 (57) Committee, Director of the Central Policy

members) Council Information Office) Research Office
Director of the Communist Party’s general office o Vice Premier, Vice chair of the National Committee

the Central Leading Group for Financial and of the Chinese People’s Political Consultative
Economic, Vice chairman of the National Conference (Head of the United Front Work
Development and Reform Commission Department of the Central Committee)

Head of the Publicity Department of the CPC
(Secretary of the CPC Sichuan Provincial
Committee, Party secretary of Guangxi Zhuang
Autonomous Region)

QO LiuHe 1952 (65

Liu Yandong 1945 (67)

Vice chairman of the CPC Central Military

Xu Qiliang 1950 G Commission

O Liu Qibao 1953 (59)

Head of the United Front Work Department of the
Central Committee of the CPC (Secretary of the
CPC Tianjin and Fujian Committee, First Secretary
of All-China Federation of Trade Unions)

Vice chairman of the CPC Central Military

Sun Chunlan 1950 67) Commission

O XuQiliang 1950 (62)

Secretary of the CPC Tianjin Municipal

Secretary of the CPC Liaoning Provincial ; - -
Y 9 Committee (Secretary of the CPC Fujian Provincial

Q LiXi 1956 (61) ggmz:z:zz}@eputy Secretary of the CPC Shanghai O Sun Chunlan 1950 (62) Committee and First Secretary of All-China
Federation of Trade Unions)
Secretary of Chongging M unicipal Committee of
O LiQiang 1959 ©9) Secretary of the CPC Jiangsu Provincial Committee O sun Zhengeai 1963 @9) the CPC (Secretary of the Jilin Provincial

Province (Mayor of Zhejiang Provice) Committee of the CPC, Minister of Agriculture of

China (removed in Sep. 2017))

Secretary of the CPC Tianjin Municipal Committee| Vice Chairman of the Standing Committee of the
Q LiHongzhong 1956 (61) (Secretary of the CPC Hubei Provincial O LilJianguo 1946 (66) National People's Congress (Secretary of the CPC
Committee) Shandong Provincial Committee)

Vice President (Director of the Organization
Department of the CPC Central Committee,
Secretary of the CPC Jiangsu Provincial
Committee)

Q Yang Jiechi 1950 (67) State Councilor (Foreign Minister) Li Yuanchao 1950 (62)

Secretary of the Secretariat of the CPC Central

Committee, Minister of Supervision (Deputy Vice Premier (Secretary of the CPC Guangdong

O Yang Xiaodu 1958 ©4) Secretary of the Central Commission for Discipline Wang Yang 1955 &7 Provincial and Chongging Committee)
Inspection)
QO Zhang Youxia 1950 (67) Vice Chairman of the Central Military Commission O Zhang Chunxian 1953 (59) Secretary of the C,PC X'""af‘g Uyghur
Autonomous Region Committee
Secretary of the Secretariat of the CPC Central
O Chen Xi 1053 (64) g‘r’grz:i';;fs)’nE;e;;:r‘i’fn;etp;?lyhe')'c'i%oés:l‘:;the O Fan Changlong 1947 (65) Vice Chairman of the Central Military Commission
Committee
Secretary of the CPC Xinjiang Uy ghur Secretary of the Central Political and Legal Affairs
QO Chen Quanguo 1955 (62) Autonomous Region Committee (Secretary of the O MengJianzhu 1947 (65) Commission of the CPC (State Councilor, Minister
CPC Tibet Autonomous Region Committee) of Public Security)
Secretary of the CPC Chongging Committee Director of the Organization Department of the
QO Chen Miner 1960 (57) (Secretary of the CPC Guizhou Provincial O Zhao Leji 1957 (55) CPC Central Committee, Secretary of the CPC
Committeee) Shaanxi Provincial Committee Province
Secretary of the CPC Guangdong Provincial Secretary of the CPC Guangdong Provincial
Committeee (Secretary of the CPC Inner Mongolia Committee (Secretary of the CPC Inner Mongolia
Hu Chunhua 1963 ¢4 Autonomous Region Committee and Mayor of O Hu Chunhua 1963 “9) Autonomous Region Provincial Committee and
Hebei) Mayor of Hebei Province)
Director of the General Office of the Central
Minister of Public Security of the People's Committee of the CPC, Secretary of the Working
QO Guo Shengkun 1954 (63) Republic of China (Secretary of the CPC Guangxi QO LiZhanshu 1950 (62) Committee of the Organs Directly under the CPC
Zhuang Autonomous Region Committee) Central Committee (Secretary of the CPC Guizhou
Provincial Committee Province)
O Hung Kunming 1956 (61) E:?Z?S:Ef;:rfytzi ;ibggléyHZi‘;:gjegozﬂiee) O Guo Jinlong 1947 (65) (Secretary of the CPC Beijing Committee)
O cii Qi 1955 ©2) Secretary of the CPC Beijing Committee (Executive O Han Zheng 1954 ©9) Secretary of the CPC Shanghai Committee (Mayor

Vice Governor of Zhejiang Provice) of Shanghai)

Note: o = new appointments; ages listed as of the end of 2012 and 2017
Source: Xinhua, etc.
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Fig. 5: Points (pertaining to the economy, public welfare and the environment) in Xi Jinping’s report

5. Applying a New Vision of Development and Developing a Modernized Economy

Furthering supply-side
structural reform

Work faster to build China into a manufacturer of quality and develop advanced
manufacturing.

Continue efforts to cut overcapacity, reduce excess inventory, deleverage, lower costs, and
strengthen areas of weakness (‘three cancellations, one reduction and one reinforcement’ =%
—FE—4D).

Inspire and protect entrepreneurship.

Making China a country
of innovators

Strengthen basic research in applied sciences; prioritize innovation in key generic technologies,
cutting-edge frontier technologies, modern engineering technologies, and disruptive
technologies; provide powerful support for building China’s strength in science and
technology, product quality, aerospace, cyberspace, and transportation, and for building a
digital China and a smart society.

Pursuing a rural
vitalization strategy

Put in place sound systems, mechanisms, and policies for promoting integrated urban-rural
development.

Advance reform of the rural land system.

Press ahead with reform of the rural collective property rights system.

Safeguard the property rights and interests of rural people, and strengthen the collective
economy.

Ensure China’s food security.

Promote the integrated development of the primary, secondary, and tertiary industries in rural
areas; train professional rural service personnel who have a good knowledge of agriculture,
love our rural areas, and care about rural people.

Implementing the
coordinated regional
development strategy

Relieve Beijing of functions nonessential to its role as the capital and use this effort to drive the
coordinated development of the Beijing-Tianjin-Hebei region; develop forward-looking plans
and adopt high standards for building the Xiongan New Area.

Facilitate the development of the Yangtze Economic Belt by promoting well-coordinated
environmental conservation and avoiding excessive development.

Support resource-depleted areas in their economic transformation.

Accelerate development in the border areas, and ensure their stability and security.

Pursue coordinated land and marine development, and step up efforts to build China into a
strong maritime country.

Accelerating efforts to
improve the socialist
market economy

Reform the system of authorized operation of state capital.

Further reform state-owned enterprises and develop mixed-ownership economic entities.
Support the growth of private businesses.

Relax control over market access in the service sector.

Improve macro-regulation.

Improve systems and mechanisms for stimulating consumer spending.
Deepen reform of investment and financing systems.

Establish a fiscal relationship between the central and local governments.
Improve the local tax system.

Increase the proportion of direct financing.

See that interest rates and exchange rates become more market-based.
Improve the financial regulatory system to forestall systemic financial risks.

Making new ground in
pursuing opening up on
all fronts

Pursue the Belt and Road Initiative as a priority; give equal emphasis to “bringing in” and
“going global”; increase openness and cooperation in building innovation capacity; make new
ground in opening China further through links running eastward and westward, across land and
over sea.

Implement the system of pre-establishment national treatment plus a negative list across the
board, significantly ease market access, further open the service sector, and protect the
legitimate rights and interests of foreign investors.

Open the western region wider.

Grant more powers to pilot free trade zones to conduct reform, and explore the opening of free
trade ports.

Develop new ways of making outbound investments; build up our strengths for international
economic cooperation and competition.
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8. Growing Better at Ensuring and Improving People’s Wellbeing and Strengthening and Developing New Approaches to Social
Governance

Giving priority to
developing education

Nurture a new generation of capable young people who have a good and all-round moral,
intellectual, physical, and aesthetical grounding and are well-prepared to join the socialist
cause.

Promote the coordinated development of compulsory education in urban and rural areas.
Improve the system of vocational education and training; promote cooperation between
enterprises and colleges.

Move faster to build Chinese universities into world-class universities and develop world-class
disciplines.

Improve the system of financial aid to students.

Support the well-regulated development of private schools.

Strengthen the professional ethics and competence of teachers.

Improve continuing education, step up efforts to build a learning society, and promote the well-
rounded development of all our people.

Improving the quality of
employment and raising
incomes

Open more channels for college graduates and migrant rural workers to find jobs and start their
own businesses.

Ensure that every one of our people has the chance to pursue career through hard work.

Ensure harmonious labor relations.

Make income distribution fairer and more orderly.

Expand the size of the middle-income group; increase income for people on low incomes,
adjust excessive incomes.

Work to see that individual incomes grow in step with economic development.

See that government plays its function of adjusting redistribution and narrow the gaps in
incomes.

Strengthening the social
security system

Work to see that everyone has access to social security.

Bring pension schemes under national unified management.

Improve the unified systems of basic medical insurance and serious disease insurance for rural
and urban residents, and improve unemployment insurance and work-related injury insurance.
Establish a unified national platform for social security public services.

Improve the subsistence allowances system.

Adhere to the fundamental national policy of gender equality.

Improve the system for supporting and caring for children, women, and elderly people left
behind in rural areas.

Remember that housing is for living in, not for speculation. With this in mind, move faster to
put in place a housing system that ensures supply through multiple sources, provides housing
support through multiple channels, and encourages both housing purchase and renting.

Winning the battle
against poverty

Operate on the basis of a working mechanism whereby the central government makes overall
plans, provincial-level governments take overall responsibility, and city and county
governments ensure implementation.

Strengthen collaboration on poverty alleviation between the eastern and western regions;
ensure that by the year 2020, all rural residents have been lifted out of poverty.

Carrying out the
Healthy China initiative

Improve the national health policy, and ensure the delivery of comprehensive lifecycle health
services.

Deepen reform of the medicine and healthcare system; develop a sound modern hospital
management system.

Improve community-level healthcare services, and strengthen the ranks of general
practitioners.

Put an end to the practices of hospitals funding their operations with profits from overpriced
drugs.

Carry out extensive patriotic health campaigns.

Support both traditional Chinese medicine and Western medicine.

Ensure that our childbirth policy meshes with related economic and social policies, and carry
out research on the population development strategy.

Provide integrated elderly care and medical services, and accelerate the development of old-age
programs and industries.
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Establishing a social . Strengthen public participation and rule of law in social governance, and make such
governance model based governance smarter and more specialized.
6 | on collaboration, . Accelerate development of the crime prevention and control system.
participation, and . Improve the system of public psychological services
common interests . Strengthen the system for community governance.
- Effectively safeguarding | - Take coordinated steps to ensure security in all areas.
national security . Strengthen rule of law measures to enhance national security.

9. Speeding up Reform of the System for Developing an Ecological Civilization, and Building a Beautiful China

. Develop green finance, and spur the development of energy-saving and environmental
protection industries as well as clean production and clean energy industries.
Build an energy sector that is clean, low-carbon, safe, and efficient.
Promoting green . Take action to get everyone conserving water, cut consumption of energy and materials, and
development establish linkages between the circular use of resources and materials in industrial production
and in everyday life.
Encourage simple, moderate, green, and low-carbon ways of life; resource-conserving
government; develop eco-friendly families, schools, communities, and transport services.

Continue our campaign to prevent and control air pollution.

Speed up prevention and control of water pollution, and take comprehensive measures to
improve river basins and offshore areas.

Strengthen the control of soil pollution and the restoration of polluted soil; intensify the
prevention and control of agricultural pollution from non-point sources.

Improve the treatment of solid waste and garbage.

Enforce stricter pollutants discharge standards; improve our systems for credibility assessment
based on environmental protection performance, for mandatory release of environmental
information, and for imposing severe punishment for environmental violations; establish an
environmental governance system in which government takes the lead, enterprises assume
main responsibility, and social organizations and the public also participate; get actively
involved in global environmental governance and fulfill our commitments on emissions
reduction.

Solving prominent
environmental problems

Develop ecological corridors and biodiversity protection networks.

Complete work on drawing redlines for protecting the ecosystems, designating permanent basic
cropland, and delineating boundaries for urban development.

Promote afforestation; take comprehensive steps to control desertification, stony deserts, and
soil erosion.

Strengthen wetland conservation and restoration, and better prevent and control geological
disasters.

Improve the system for protecting natural forests, and turn more marginal farmland into forests
and grasslands*.

Expand trials in crop rotation and keeping land fallow.

Intensifying the
3 | protection of
ecosystems

Establish regulatory agencies to manage state-owned natural resource assets.

Establish regulatory agencies to monitor natural ecosystems, and improve environmental
management systems; in a unified way, monitor the discharge of all pollutants...and conduct
administrative law enforcement.

Establish systems for developing and protecting territorial space; develop a nature reserves
system composed mainly of national parks.

Reforming the
4 | environmental
regulation system

Note: *Stop farming and return the land to forests, or stop grazing and return the land to grasslands.

Source: Xi Jinping’s Report to the 19th National Congress of the Communist Party of China

“Secure a Decisive Victory in Building a Moderately Prosperous Society in All Respects and Strive for the Great Success of Socialism
with Chinese Characteristics for a New Era.” (China Net, October 18, 2017) and others
http://www.gov.cn/zhuanti/19thcpckms/kms.html

Mihoko Hosokawa, Research Executive; Advisory Division, Mizuho Bank (China), Ltd.
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Disclaimer & Confidentiality

1.

@

(b)

Legal and accounting advice: The information contained herein does not incorporate advice on legal, accounting or tax issues. You
should obtain your own independent professional advice on the legal, accounting and tax aspects of this information.
Confidentiality: The information contained herein is given for general informational purposes only and shall be kept strictly confidential.
This information is intended for your company’s internal use only, and the disclosure to any third party is strictly prohibited.
Copyright: The information contained herein is, as a general rule, the intellectual property of MHBK (China), and may not be copied,
duplicated, quoted, reproduced, translated, or lent, in whole or in part, in any form or by any means for any purpose whatsoever without
prior consent.
Limitation of liability:
The information contained herein was obtained from information sources deemed reliable by MHBK (China) but in no way is the
accuracy, reliability or integrity of such information guaranteed. MHBK (China) disclaims any liability whatsoever for any damage
arising out of or relating to this information. Moreover, the analysis herein is hypothetical and is not intended as an indication of the
certainty or completeness of the results thereof.
Please note that information to be disclosed hereafter, appraisals, the opinions of credit rating agencies, and/or changes in the system
and/or financial environment may necessitate substantial modification to the relevant processes and/or schemes, which may have the
effect of rendering the analysis herein ineffectual. Further, this information is not intended to be an exhaustive statement of the risks to
which your company is exposed.

5. The information contained herein does not constitute a solicitation or offer by MHBK (China) to buy or sell any financial instruments or to
provide investment advice or service.
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