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China Put, Not Panacea

China:

There is no doubt that the coordinated and
emphatic policy stimulus measures announced
by Beijing have justifiably invoked optimism.

But insofar that this is from a low base, and
fretting about “too little, too late” stimulus
means that the aggressive market rallies that
have been triggered are probably conveying
some of opportunism as well.

Point being, the “China Put”, if we must, is an
encouraging policy show of strength to
backstop a downward spiral in the property
market, revive some optimism about equity
markets and to enhance policy stimulus.

But while it is a commendable effort to remove
impediments, it is far from a convincing
panacea for deeper-seated, structural problems
amid mounting geo-political risks and
unresolved tensions between socio-political and
economic objectives.

The upshot is that hopes of attaining enduring
“escape velocity” (on track for ~5% growth in
the medium-term) from last week’s policy
barrage will prove illusory.

The best case is that Beijing has bought time
to alleviate pain and mitigate lasting damage.

Bulls are In & Jury is Out

The sheer relief of coordinated China stimulus
IS manifesting as “risk on” and can take on its
own momentum.

18

16

14

12

10

MIZWHO
e~

The PBoC and Politburo, all leaning in on
putting a floor in property, boosting equities and
backstopping households have hit the right
notes.

Notably, on implied/presumed scale (hnumbers of
up to RMB10trin being bandied about) and
synchronization.

The resultant market exuberance is
understandable, justified even.

In particular, the measures are quite pointedly
bullish for asset markets, led by Chinese
equities (up 13-17% on the week).

Equities (% Chg since 20-5ep): China Stimulus Unleahes
Bullish Surge that is Concentrated in Chinese Equities.
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What’s more, the glow in Chinese demand,
anchored by emphatic property boost, is
significant tailwind for base metals. Iron ore
leads with a ~16% surge (from $90 to ~$110).
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e But euphoria from Beijing’s stimulus is neither
even nor ubiquitous.

e Especially as details on the stimulus remain
scant. And so, and it is not unfair to suggest that
the jury is out.

e Specifically, doubts may surface given
unanswered questions about;

o whether and how the stimulus measures
are fully funded;

o if a delicate balance between property
affordability (to restore demand) and
valuations (to avert adverse wealth
effects) is achieved,;

o |if fundamentally self-sustaining
consumer confidence may be restored
(beyond fleeting stimulus reflex).

e Moreover, the fact that the Chinese equity
markets surge is at least attributable, and
flattered by, scope for catch-up.

Equities (% Chg since 20-Sep): Although, to be sure,

Onshore Chinese Equity Markets are Merely Catching
Up for the Year.
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e That’s to say, opportunism in the context of
“low-hanging” fruits, rather than self-sustaining

confidence, may be exaggerating market-

implied, optimism.

e Meanwhile, opportunistic CNH bulls pushing

USD/CNH that has tested below 6.98 are being
resisted by PBoC guidance restraining
USD/CNY above 7.01.

e The disconnect between “too much too soon”,

opportunistic markets rallies and slower to
recovery real economy may present a policy
dilemma for Beijing.

e Animal spirits on a leash is notoriously elusive.

e And so, trade-offs for Beijing will be

exceptionally sharp.

FX (% Chg since 20-5ep): Higher-Beta CNH Proxies Lead Gains.
PBoC to Moderate Pace of CNY Gains & Temper CNH Bulls.
But Well in Excess of General USD Weakness.
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o Meanwhile a lower-beta CNH lift may extend,

but only cautiously so, and in a calibrated
manner; tempered PBoC-guided CNY restraint.

e Instead, CNY-proxies such as the AUD, NZD

and IDR (commodity-boost) THB (tourism
boost), MYR (investment boost) in pole position.
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Global Policy Impact Subdued

Zooming out for a moment, the bigger question
is whether China’s stimulus entailing monetary
“bazookas” and more unrestrained fiscal

arsenal will have global policy implications.

Not an unreasonable question given this
pertains to the second largest economy in the

world and the largest consumer of commodities.

Unsurprisingly, base metals have surged on cue.
Iron ore is up some 20% (from $90 to $110),
Copper up (~7%) significantly.

Freight costs are also appreciably higher,
although hard to isolate from the impact of
coincident escalation of geo-political (Israel-
Hezbollah) risks.

Nonetheless, the unavoidable questions are,

what China stimulus means for global

demand, consequent price pressures and
attendant inflation risks.
Commodities Surge on Stimulus, Led by Base
Metals/Iron Ore. Oil Concedesto OPEC/Saudi
Supply Dynamics. (% Chg since 20-5ep)
Hot-rolled Steel _ 12.2
Steel Rebar 10.1
CMX Copper _ 7.4
Baltic - 6.7
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1) Will China’s Stimulus Ignite Inflation?

Short answer: No. Not to the point that it will
derail the broader dis-inflation trend. Not on

its own any way.

Admittedly, the abrupt surge in upstream

commodity prices unearth justifiable

concerns of a fresh cost-push.

But extrapolating this as a fresh wave of
problematic and fresh inflation wave is an

overblown fear.

For one, follow-through and sustained price
surge from China stimulus is likely to be
frenzied

tempered by calibrated by less

execution.

In other words, incentive to stockpile will not
be as aggressive as it might have been during the
pandemic supply kinks, thereby mitigating self-

reinforcing, acute, supply-squeeze.

What’s more, China-driven demand pick-up is
also likely to be patchy and lagged given
slower-moving confidence restoration
(dependent on job prospects and enduring

housing stabilization).

Especially as the ambitious quota-style stimulus
announcements are not likely to be met by

instantaneous and comprehensive funding.

Finally, it is one thing to try to snap China out
of deflation-type dynamics and quite another

to inspire roaring demand bonanza.

Upshot being, supply shocks are likely to be
contained, if not ultimately dis-inflationary,
while demand-side dynamics will likely be far

more subdued/cautious.
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2) Will this Blow the Fed Off-Course

Crucially, it is PBoC doves and Beijing’s
loosened fiscal spigot will not deter, much less

suppress, Fed easing.

By and large, the Fed’s easing plans are not
anywhere close to being blown off-course by

China stimulus.

Instead, the actual path of cuts (near-term
question of 25 or 50) will be determined by

near-term data deviations (from expectations).

Whereas your scribe’s view of more easing
(than suggested by ‘Dot Plot’) remains firmly
intact.

In fact, it is the Fed’s ramped-up easing that
has created the space for Beijing to unleash
aggressive stimulus at a significantly lower

economic/policy cost/trade-off.

So it will be a perverse counter-argument to
suggest that the Beijing’s stimulus now crimps

the Fed’s easing space.

3) The Saudi Shift Windfall

What’s Saudi’s
upping crude production to regain market

more, announcement on
share is an unintended, but welcome policy

windfall all around.

This 180-degree turn on Saudi’s part dispenses
with the unspoken $100 crude price target.

Crucially, it turns OPEC supply dynamics from
restrictive (and resistant to price declines) to

highly accommodative.

e To alarge extent, this explains Brent’s counter-
intuitive drop despite China stimulus and the

escalation in Israel-Hezbollah conflict risks.

e Nonetheless, the

dampens inflation risks significantly.

softening in oil prices

e Crucially, it dulls upside risks to inflation
expectations considerably*.

Inflation expectations (based on 5YSY Inflation swaps, %) Peaked on the Fed's
Hawkish Turn (anchoring inflation view). Now, Softer Oil Could Help Anchor
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e Consequently, Saudi’s shift in production
stance is a policy windfall for global central
banks engaged in rate cut/easing cycles.

*Given the tight correlation between future inflation
expectations and spot crude oil prices.
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MARKET COMMENTARY DISCLAIMER

THIS DOCUMENT IS NOT A RESEARCH REPORT AND IS NOT INTENDED AS SUCH.

Unless stated otherwise in the country specific distribution information below, this document has not been prepared in accordance with legal requirements in any country or jurisdiction
designed to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of investment research. Itis intended for informational
purposes only and does not purport to make any investment recommendations.

This document has been prepared solely for the information of the intended recipients. Recipients in any jurisdiction should contact your usual Mizuho contact in relation to any matters
arising from, or in connection, with this document.

This document has been prepared by Mizuho Bank, Ltd., Singapore Branch (‘MBSG”), a full bank, exempt capital markets services entity and exempt financial adviser regulated by the
Monetary Authority of Singapore (“MAS”), Mizuho Bank, Ltd., Hong Kong Branch (“MBHK”), a licensed bank regulated by the Hong Kong Monetary Authority, with business address at 12/F,
K11 Atelier, 18 Salisbury Road, Tsim Sha Tsui, Kowloon, Hong Kong, Mizuho Bank, Ltd., Sydney Branch, an authorised deposit-taking institution regulated by the Australian Prudential
Regulation Authority and holder of an Australian financial services licence (“MBAU”), Mizuho Securities Asia Limited (“MHSA”), licensed and regulated by the Hong Kong Securities and
Futures Commission and/or Mizuho Securities (Singapore) Pte. Ltd. (‘MHSS”), a holder of a capital markets services licence and an exempt financial adviser regulated by the MAS, as the
case may be.

This does not constitute investment or personal advice.

This document has been prepared solely for the purpose of supplying general market information and/or commentary for general information purposes to clients of MBSG, MBHK, MBAU,
MHSA, MHSS and their affiliates (collectively, “Mizuho”) to whom it is distributed, and does not take into account the specific investment objectives, financial situation or particular needs of
any client or class of clients and it is not prepared for any client or class of clients.

This is not an offer or solicitation.

This document is not and should not be construed as an offer to buy or sell or solicitation to enter into any transaction or adopt any hedging, trading or investment strategy, in relation to any
securities or other financial instruments.

Mizuho shall have no liability for contents.

This document has been prepared solely from publicly available information. Information contained herein and the data underlying it have been obtained from, or based upon, sources
believed by Mizuho to be reliable, but no assurance can be given that the information, data or any computations based thereon are accurate or complete and Mizuho has not independently
verified such information and data. Mizuho is not obliged to update any of the information and data contained in this document.

Mizuho makes no representation or warranty of any kind, express, implied or statutory, regarding, but not limited to, the accuracy of this document or the completeness of any information
contained or referred to in this document. Mizuho accepts no liability and will not be liable for any loss or damage arising directly or indirectly (including special, incidental or consequential
loss or damage) arising from or in connection with any person’s use or reliance of this document or the information contained in this document.

Information contained herein is no indication of future performance.

Some of the statements contained in this document may be considered forward-looking statements which provide current expectations or forecasts of futures events. Any opinions,
projections, forecasts and estimates expressed in the document are solely those of Mizuho based on factors it considers relevant as at the date of the document and are subject to change
without notice. Past performance is not indicative of future performance. Consequently, no expressed or implied warranty can be made regarding the projections and forecasts of future
performance stated therein.

This material is confidential.

This document is intended for the exclusive use by the recipients, and is provided with the express understanding that the information contained herein will be regarded and treated as strictly
confidential. All recipients may not reproduce or use this document in whole or in part, for any other purpose, nor disclose, furnish nor distribute this document to any other persons without
the prior written permission of Mizuho. Any such reproduction, use, delivery or distribution in form or to any jurisdiction may be effected only in accordance with all applicable laws and
regulations in the relevant jurisdiction(s).

Disclosure regarding potential conflicts of interest.

Mizuho, its connected companies, employees or clients may at any time, to the extent permitted by applicable law and/or regulation, take the other side of any order by you, enter into
transactions contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any securities mentioned herein or derivative
transactions relating thereto or perform or seek financial or advisory services for the issuers of those securities or financial instruments referred therein. Accordingly, Mizuho, its connected
companies or employees may have a conflict of interest that could affect the objectivity of this document. This document has been prepared by employees who may interact with Mizuho’s
trading desks, sales and other related personnel when forming the views and contents contained within.

Financial instruments may not be for sale to all categories of investors.

There are risks associated with the financial instruments and transactions referred to in this document. Investors should not rely on any contents of this document in making any investment
decisions and should consult their own financial, legal, accounting and tax advisors about the risks, the appropriate tools to analyse an investment and the suitability of an investment in their
particular circumstances. Mizuho is not responsible for assessing the suitability of any investment. Investment decisions and the responsibility for any investments are the sole responsibility
of the investor. Neither Mizuho nor of its directors, employees or agents accepts any liability whatsoever with respect to the use of this document or its contents.

WARNING: THE CONTENTS OF THIS DOCUMENT HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY. YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION
TO SUCH CONTENTS. THIS DOCUMENT IS NOT INTENDED TO CONSTITUTE ANY INVESTMENT, LEGAL, FINANCIAL, BUSINESS, ACCOUNTING, TAXATION OR OTHER ADVICE.
IF YOU ARE IN ANY DOUBT AS TO THE ACTION YOU SHOULD TAKE, YOU SHOULD SEEK PROFESSIONAL ADVICE FROM YOUR RELEVANT ADVISERS ABOUT YOUR
PARTICULAR CIRCUMSTANCES. YOU ARE RESPONSIBLE FOR YOUR OWN INVESTMENT CHOICES.

This document is not directed to, or intended for distribution to or use by, any person who is a citizen or resident of, or entity located in, any locality, territory, state, country or other jurisdiction
where such distribution, publication, availability or use would be contrary to or restricted by law or regulation. Persons or entities into whose possession this document comes should inform
themselves about and observe such restrictions.

COUNTRY SPECIFIC DISTRIBUTION INFORMATION

Australia: This document is intended only for persons who are sophisticated or professional investors for the purposes of section 708 of the Corporation Act 2001 (Cth) of Australia
(“Corporations Act”), or “wholesale clients” for the purpose of section 761G of the Corporations Act. It is not intended for and should not be passed on, directly or indirectly, to other classes
of persons/investors in Australia. In Australia, Mizuho Bank, Ltd. Sydney Branch (“MBSQ") is an authorised deposit-taking institution regulated by the Australian Prudential Regulation Authority
in accordance with the Banking Act 1959 (Cth), and holds an Australian financial services licence number 231240 (AFSL). Mizuho Securities Asia Limited (ABRN 603425912) and Mizuho
Securities (Singapore) Pte. Ltd. (ARBN 132105545) are registered foreign companies in Australia and are each exempt from the requirement to hold an AFSL under the ASIC Corporations
(Repeal and Transitional) Instrument 2023/588. MHSA is licensed by the Hong Kong Securities and Futures Commission under Hong Kong laws and MHSS is licensed by the Monetary
Authority of Singapore under Singapore laws, which laws differ from Australian laws respectively.

Costa Rica: Nothing in this document constitutes a representation that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual
circumstances or otherwise constitutes a personal recommendation. This document is published solely for information purposes, it does not constitute an advertisement and is not to be
construed as a solicitation or an offer to buy or sell any securities or related financial instruments. In accordance with local laws, it does not constitute a public offering of securities under
Regulations for Public Offering of Securities (National Counsel of Financial System Supervision, article 11 of Session Act 571-2006), and therefore cannot be understood and interpreted as
an implicit or explicit offering that intends to place, issue, negotiate or trade securities transmitted by any means to the public or to certain groups. This document will not be disclosed to
groups of more than 50 investors.
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