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Summary

Domestic supply and demand warmed up in November overall, making it more
likely that the whole year growth rate will be above 6%. On the supply side, as the
beginning-of-season effect wore off, the industrial manufacturing sector recovered
as expected, benefiting from inventory replenishment in the automobile industry
and expectations of infrastructure expansion. Microdata showed, however, that
policy adjustment played an important role in industrial output volume’s shifting
between different months, while the demand was still weak.

Fixed assets investment within the month and domestic consumer market
performance further confirmed the weak demand. Although November fixed asset
investment growth rate recovered overall, it was mainly due to infrastructure and
real estate development, the former of which had limited space for rebounding,
while the latter is clearly showing a downward trend. In addition, the 11-11 online
sales event pushed up the growth in consumer discretionary sector; but once
inflation was adjusted for, domestic demand was consistently weak. Online
consumption growth is a squeeze on offline sales. Overall, the effect is not
encouraging. Export and import volumes overall saw a decline in November, but
benefited from the reversal of import growth from negative to positive, showing a
clear recovering trend.

Correspondingly, the growth of AFRE(Aggregate Financing to the Real Economy)
in November realized a year-on-year increase. As one of the main drivers, Bank’s
loans were majorly affected by targeted RRR cuts, MLF, the reverse repurchase
rates and LPR interest rate cuts, and political guidance to banks for supporting real
economy. However AFRE structure change indicated that, majority of the long-term
lending money has flowed to local government-backed investment units, instead
of SMEs. The demand of total enterprises’ financing remains weak. In terms of
exchange rates, the spot exchange rate of the offshore RMB against the US dollar
stabilized at "7" in November, and in December, affected by trade negotiations, the
trend kept optimistic.

As we look to 2020, slowing of domestic economic growth has become a
consensus in the markets, but there is no need to despair. During this turning point
of a year, counter-cyclical adjustments will continue to play its role. We expect
the policies will be centered on: 1) ensuring smooth growth of infrastructure
investment; 2) weakening regulatory pressure of real estate and financing, paving
the way for a smooth landing of real estate investments; 3) stabilizing
manufacturing investments through state-owned capital and policy guidance; 4)
upgrading consumption through the upgrade of automobiles, revamping of urban
infrastructure, and stimulating peripheral consumption around finished real estate.
Tier-3 and below urban markets will be the focus to tap domestic demand potential;
5) careful combination of fiscal and monetary policies to boost consumption,
employment, local economies, and regional developments. The goal of the above
5 measures is to ensure the doubling of economic and national income from 2010,
which means 2020 economic growth rate will need to be above 5.4%. As to details:

On the supply side, although tariffs reversed their rising trend which would help
improve foreign demand growth, they will not change the declining domestic and
foreign fundamentals. Downward pressure will still persist. It is still too early to
declare the beginning of a new inventory cycle. As long as there is no substantive
improvement in demand, neither the counter cyclical adjustments nor the supply-
side restrictions will be sustainable. Infrastructure investment can bring some
demand to the manufacturing sector in 2020, but the sector is still at the stage
between destocking and restocking, where there is no stability to speak of. We
maintain our forecast of 5-5.5% growth in manufacturing.
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On the investment end, manufacturing investment might temporarily recover
because of industrial policy, tax reduction, as well as the low 2019 basis, but as
the sector’s declining profits mute investment demand, overall growth will linger at
a low level. Real estate investment might be resilient to a degree because of the
slowing land sales and trailing off of construction spending, and the sector in total
is a mainstay of the economy, but its decline is inevitable. Although infrastructure
investment is a major tool for counter-cyclical adjustments, it is facing its own
issues. Different regional governments, bound by lack of funding, carry out the
adjustment measures to various degrees, and funding needs from the “new
infrastructure” are declining. Based on the above, infrastructure investment is not
expected to post a significant bounce next year, but will rather hover at a low
growth level. All told, fixed assets investment growth could grow at a slightly higher
rate than this year. The overall annual growth rate is expected to be between 5.4-
5.8%.

On the demand side, despite the domestic stimuli coming from new business
models, new tech applications and fintech, slow growth in real income of the
residents and expected wealth from stock markets and real estate are the most
difficult hindrances. Real consumption growth in 2020 will depend on these three
factors: employment and labor market, CPl squeeze, and policies for stable
consumption growth. We expect on-shore whole year consumption growth rate for
2020 to be between 7.5-8%. Off shore, as the Phase 1 Agreement has been
reached between US and China, export and import trade in 2020 is expected to
recover from 2019, and global trade uncertainties are expected to ease
significantly. Export in 2020 is expected to grow by 3-4%, while import growth might
be even higher. As a result, the recessionary surplus will narrow. Contribution to
GDP from 2020 net export is expected to be smaller than that of 2019.

On the financing side, the monetary policy of 2020 will keep performing “flexible
and appropriate” to ensure liquidity being reasonable and adequate. We expect
the AFRE will follow the real economic growth rate, with an annual increase of
about 5.8-6%. The financing cost for SME will be further cut. In terms of exchange
rates, there is still room for RMB to appreciate against the USD. Following the
exchange mechanism reform, the market began to gradually reflect the real
supply-demand relationship of the market and be avoid of misleading of the “7”
bail-out from government. Relatively, the pressure on China's foreign exchange
reserves will reduce accordingly and be stable in next year.

On the policy side, the focus of finance in 2020 will be different. The deleveraging
will pause for the time being, while regulatory pressure on real estate control will
ease with the goal of “stable land price, stable housing price, stable expectations”.
In addition, further reform policies will be announced. 2020 systematic economic
reform is expected to focus on: 1) optimization of state-owned capital outlay; 2)
fiscal and tax system reform; 3) capital markets, including further Second-Board
and NEEQ reforms; 4) further opening up to foreign enterprises. As the reform
measures fall in place, dividends from system optimization could boost the
economy.

Based on above analysis, we expect 2020 GDP growth rate to be around 5.8%.
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HRKR - BRGIHE. ARER

1.2.3, BT RERFERE, MESRESSHNE

1 RBE# AR E SR KN EORRFIE . X B ITE R = FF K T AR L RS 3
£7170.6%, FEILLIBEREREIA T 04 1MENRE 84%, REFRHATIT09NED
R MRFETHEURERSE, FVRALGHMUEENES. NRIHER, 1-11 8
B R R B 10.2%, REIETT 01 EDR, EE4 BRRNSMRLS T
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THE12A 14 H, EoH—REIEXCEEHFIRIZE, BSKREE. ERLANFEEREFiEE “HEEFATER
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PMERE R AT E) 20 H12E] 40 AIZEERE.
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ARTEHRSITELBE . ZFENEFEHNE, TJNFEMELTHE, m&E
BHEBHAANT . BEH, SeEHEWE, 11 BEM~HERRSSTIEKIBRNE,
Y AR IEE D BIRETE T 0.9 M1 2.4 NED S E 1.1%H 7.3%, BREIHERE
A — SR, RS S K, BEDFE 1.2%F 12.9%. BRI S5
HEEUNiGE, XE—PERZERFFARNESIRR. SAFM~HER
SREIEIEK 6.5%, BEA L1705 MNEH R, REEBRERIFHFEMEK, 20
VEEERS, FBFRSERRIZBEREME I,

B: B RIERF N E, NESMERSFMN El: &/ RN R E R R BN EE N
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BaE, WERAENFENRERESOATR, 2019 25RFERERT 10%E
A, AMRK—FAEBREMAFEANTR, FBEEEHTFFUE SR,

MERSERIFAE, 075 12 AP REGABR WS P REF THESBRAM™
BENEREM, biFRE RN, REN. BRI . 2R BERD S5 BHEE
KHAEIRAZL, BERATHRETZ TINE, BRERENELRE AFRATBFE

8 AT, HIS5KRT 11 BEIEEH#E-2.59%, 2.88%%1 1.81%, KETH DRI TIT 22.8, 26.1 F1 174 M NFHH &, (BE
IFEE 3 5T 4%, TFE 2%FAIERF 29%.
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FERE M MFHELZ R NKEE S, BABEYBTFRERED B~ FRIREE
Ko tbsh, 10 BRCREEENFH~RA ARMIE, Mit 2020 FHEHTEL.

MEELEERLE, AN, BESPRRARNBMHAEHEEH. BTFHEL
WERRET=MEMET, THRENTESECMELEHEEEN TR, RH
HNEEARERSERRENE, EHERME,

Hitt, itz BSRFERER B~ RBR K, 2020 FHMMERRRKHE—D
TRZE 10%AT. 15, 2019 FAMHITHRRRHR 2020 FHFHF TSI HN
GEMAE, FITHATEEHIERS, BTEKENEE, RTHEKRGRIE, B
BH LT, RABRGRIREANTERDT. TR IRFIBRERE 6%EHh,
2020 FEAEH T LILFERAE 8-9%EH .-

1.3, BAKERS “W 11" #EBSGHEBREF, SRAFRSSREESRE

ZERYMNIFESR, “W 17 MIRNNSREHEREERESRE, 11 BEFHE
THRRMAET . HARERIA LT 08 NEDRE 8%, SEFREALL TR 0.1

TE1.1M1.02 P MES R, BEEH .

REAELR, 88— "W IRBEHLEZE. 11 AXYE &M LT EHE LS
K 26.7%, RETREELT75PEDR, REFRAP LT 103 ETR. KEXT
BEE HAMLETESFIALLEZIE 3464.5 {ZTE 1.09 T{ZiT. "W 1N EBEEHEHET
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BRIBWERE, BTA LT 1.5 NEDRE-1.8%, @ FTFFERMKARFERIGERN K
S RE\EPERERBHSOEIE, ETMABX ST ME 11 BEDREREE
R Tia®REFRRHRIRIER. ©

RMBRFERRBEAEL, B, 11 ALRERBERALRRED NIRRT ZHE
H;H 1M AEREKNERRE, BXEXFEEROAFET X, A 23 1ME0 /B2
EINENR, REETLWHEBRAERE-THBKESD . X, W1 % LH
BRIMEAEE, ERFBENETEANTE, BEASR—MK. NEXES,

11 BFEHTEH 3.8 T{Zx, 510 RIBEEARZ. i REBHRRZKH
N, EEFENRERAENRE, FERNTETE, ELBMENFETE.

ZE, HREXEEALT, EREER R 12 BEXNITENE, SEEHRAEX
AERMYN K FHFES KN, 12 BRXHTHRIEESAEN T1T, 2019 £F
HRIEKBEAELEARLN 8%ES.

R 2020 &, REFLAE, HELER, LHRREAIERERTRILRN
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. SENSEE, WEBRAMTHRRNEKEENE, SERE K
ToB. 2020 ERIFARBKAT=77E, RREBRERE  F—EREH LA
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SERIHBRHEENIEE, SBMNTUERFEITEESR, HNEMMERRR, "SR]
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1.4, HOFEMBEEOEZEFA, PREHAEHNRERFIATERZE

TaTHRAROEKARER, EERGEENTRE, 11 Bt OASSREFER
B, BREREERE. KAMY AR TR 0.5%, BIRRIA L7281 MES
=, SEFERBLETE3INMESIR. BRF !

HOFFERES, YA HOBERA TR O0INENRE 1.1%, SEFERALLTH
52 1MENR. HELEERMEZEDRIE, BIMTHERKBEEAEZ 10-11 BE
ZBE, RAMSERERTHE, TEIWARTW, —HTEESZREALILER
LSRR, BRMEEMFm. L PMIEIELG, SELEGIEY PMIRET A
fEEZE LR, N1 AEAEHELZ E, RETAEFA 05 PEDSE 503, BE
FERPTEAT N NES? SR, RMEE. KBS5EA=EHEW PMI R THRERSE
%> T, DABREERL TR 1.2, 491 3.3 NEHSE 48.1. 46.9 F148.8, 1H
SRz, 11 AR EXNSEE REMB A OF5E0EK, H 8 R IEE S 512-23%.
-3.8%F0-7.8%, HEEFEH T TP 32.8. 9.8 F1 126 MENS. B—FHE, HE
HEMEXBRFEHERNRR S . RNANSEER, BERANEHORENTSE
BEPAEEATENFES. AR, LEMR . RRRRFA ™ REHHR RN,
55 AEMExRE B REmaTE.

HOREET, HAEBEINSES BMkRERARKE, BRWA LT 654 MESD
RE03%, SEFRMLLTE 25 MEDA. HHREESRN, FRESA#NME
ANERTEARAIE, F—FLWAFENE. Wakmg, 11 8 T4~#EiK
gk, EHATEL PMI EEY KX E, RREHAREQFRET, BHEXEH,
#HOPMIZE 11 BBk 29 NEDRE 498 (MEXHH) . FZE 10 BEHTEE
AN KR BRMUEE, 11 BHXEQERHNEIE, RTA L7174 4
BNRE 14.6%, SEERBLL LT 277 MESR, 2EFF 8 ARERELIIEE
Ko X, MHEORNBEERERLE, KE. SWFRSmxb OREFA9 TR
A, HAKRKEMEMit 0 EE R LK< 40.9%70 50.8%, &ATA L47 28.9 71 60.8
TEDR.

HEFHT, 11 AASIREENEE, BETA 0 38 LR E 387.3 2% A
EHE, WERMUETEHREBAAZAER, FHNEFE, GINEBRFRSIN
EMNH—BY K. BEE, SHPEKRIAER, AFESER, HEEZIBHRBST
BREFEHERRY, EREFELAARIABESNE, RERXARAMELESIE.
ZEE 1-11 R AM#E A RITE L0 5] T 0.3%M 4.5%, MUK 12 BILFAERE
RN F, WUt 12 Bl QIR LB m T, #OEERSH—F 1T, 2019 &F
RHIMEL 4300 {ZKTEA, K 2018 FLHHEL 810 L% 7T,

£R%E, BTEAPREEME—MEMIL, it 2020 Fifh OB 5 ¥% 2019 £
AHEE, £RASTHEMBXIEEMN.

MNEEDE, ZEITEFRENEHOSHZEODFSPELEASHAMN 18%

7%, BRNERGINELFHBAZZINZER 90% U E, FEMBEIMEXRFBEFA
ZE, MEREDPMEBRBGEARTREEENTRZRBNEE.

12 £k PMI BUERIET ERKE.

B IRIEFSE 12 A 12 HITEHE AL/ E . http://www.mofcom.gov.cn/article/ae/ah/

14 hitp://www.xinhuanet.com/fortune/2019-09/13/c_1124994687.htm
http://39.163.com/dy/article _cambrian/EU66P6G90518NO0G.html
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MERAERE, BUBMEXABRNERERERTENETRE. IAF, BE 7.5%8
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FRAGFREHELNRZEA,

eoh, RIEEBTYIEE, 2020 FRBLFEBUARBH AT, —HE, RFRIE
HERMBEPTREMRT B, A—TTH, KMRITERTIEFABOR, 4+
RFRRE, WEFEMITEIER. B, RCEP ELESE 11 AEMKF, Hit
2020 F£5F, IR HH OEBRMANEER, 1°
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EE 218 1331 27T, AMMEM EE, TEEXERSEELD, Sl FKEIRRER
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E: 11 BB ARMEAMAFELLER ({Zxt, %) E: 11 AFnEREEMERELEN (ZT)
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MRS, REE™, AEMRERLMEAEEM. E4AEFE=FEHEE  —NE%
EZFHEMBAGE, B5F ISM HE\ PMI 552 %4: 4 B R4 Tis1T,

W RAFEE, WHRBITRENLTIEREETE, R mHEIMRs, m
B WINEAERETE 2020 DB EERA 2 XEhH ; —NEEEXRERLI, RE
PEBRESMUEELAN, EREEENMERSHPESTERREE MEEME

BIESD . ZMRPRTFHERAENLERHESIAL.

11 By, REISNCHEEIALLRD 95.7 (2K, F#iE 0.3%., BT, HTAXNETR
BEREFRESEE LTHFHERRESESMER NMELANTIERRE . REFRKE,
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REFRFRETHRITE
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XEARET 2019 FREHIABEIFES . i, RE 2019 FLEMENER
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BBNED . BERER EAE MRMERSFES A, #MHIERERE,
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