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CHINA CAPITAL MARKET NEWS

POLICY

China used the Central Economic Work
Conference, its most important
economic planning meeting of the year,
to drop hints that it will wind down ultra-
loose pro-growth policies. But it carefully
couched its message in soft language to
avoid spooking markets.

The headline theme of the Work
Conference, which concluded on Dec 7,
was continuity: the government once
again vowed to maintain the stimulus
spending and accommodative monetary
stance that it adopted last year to
cushion the blow of the global financial
crisis.

Beneath that headline, though, Beijing
offered a smattering of signs that it will
gently pull on the reins.

It said that new investment projects
would be "strictly controlled", implying
that capital spending, which has been
the biggest contributor to overall growth
this year, will ease as the government
slows the pace of approvals.
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The top leadership also insisted that it
would enhance policy flexibility, opening
the door to a more pronounced shift to
tightening at a later date.

China announced on Dec 10 that it will
extend into next year stimulus measures
that have driven car and home appliance
sales to record levels, while reining in
some incentives in a move to curb
excesses, especially in the property
market.

The decision by the State Council, or
cabinet, is the first big adjustment of the
battery of pro-consumption policies that
Beijing unveiled a year ago when the
world's third-largest economy was shaken
by the global financial crisis.

The changes show that the government is
seeking to prevent asset bubbles forming,
while aiming to encourage domestic
consumption, particularly in rural areas, as
exporters struggle in the face of sluggish
external demand.

The government said on Dec 14 that it will
use tools including land-use policies and
taxation to control property price rises, the
latest indication of its concern that housing
prices could rise too much if left
unchecked.



CHINA CAPITAL MARKET NEWS

DATA (for month of
November)

Consumer prices rose in
November over a year earlier
after nine straight months of
declines. The increase of 0.6
percent beat expectations of a
0.4 percent rise.

Food prices, which make up a
third of the CPI basket, rose
3.2 percent in November from
a year earlier, compared with a
fall of 0.7 percent for non-food
prices. Rising food prices are
of particular note given they
can stoke inflation
expectations.

THOMSON REUTERS

Chinese consumer and producer prices

12 F'B[CE'\[CI"IBI"QB from previous year == CPl ==PFI
10
.
.
.
2 \ 0.6%
. Y P
N 21%
-8
.
_1DJFM.‘\MJJRSONDJFM.&MJJ.&SONDJFN}\MJJ.&SON
2007 200E 2009
i % REUTERS

SSS : Chinzoc Mational Burecu of Etatiztics

BIVEL 1L

Reuters graphicCathering Trevathan, Claire Marel



CHINA CAPITAL MARKET NEWS

Competing for IPOs: HK vs. Shanghai

It's been a good year for Hong Kong IPOs. The Hong
Kong Exchange posted the world’'s highest IPO volume
this year, well ahead of the Shanghai Stock exchange.

But Hong Kong’s northern neighbor is set to pose a
serious challenge in the coming years. Next year,
China swings open the doors to foreign companies to
list on an international board on Shanghai’s stock
exchange. Once China eases its capital controls,
making it easier to get funds in and out of the country,
Shanghai could be an appealing place for global
companies to raise capital.

Big companies, including HSBC, have said they intend
to list in Shanghai when they can.

There’s another worrying development for Hong Kong
— a push by Chinese authorities to encourage state-
owned enterprises to list first in Shanghai, not in the
financial centre across the border. In 2007, government
officials publicly encouraged good state-owned
companies to list in Shanghai first. And the effort may
yet bear fruit: last week, Ningbo Port Co Ltd surprised
Investors by choosing to list in Shanghai first, rather
than both Hong Kong and Shanghai together.
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Chinese issuers shift to Hong Kong
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IPOs: Hong Kong still ahead
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TECHNICAL ANALYSIS
SHANGHAI COMPOSITE
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For yet another week we have seen very nice overhead resistance at the 38.2 percent
Fibonacci Retracement level of the market’s entire downturn. For a month now it has acted as
solid overhead resistance.

The MACD has actually crossed on the weekly chart but it is a very flat cross and we
shouldn’t get too excited about the upside until the lines start to move up more aggressively.

The correction to the 110 percent rally from the low was fast and you can see how volume
collapsed after the Q3 peak.

Now we have high volume again but with the market not trending this must represent good
two-way business. Volume will be key to driving a fresh upturn but at the moment more
sideways movement for this market looks more likely than anything else going into next year.
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TECHNICAL ANALYSIS
SHANGHAI COMPOSITE

Weekly SSE COMPOSITE, S&FP 500 INDEX or2442006 - 55252010 (SHa)
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For the past five years the long term correlation with the S&P 500 index in the United States
has been generally high as you can see from the chart. There was a period in 2007, when the
Shanghai market was peaking aggressively, when the correlation broke down. It broke down
again in early 2009 when the Shanghai market bottomed out before the U.S. markets finally hit
their lows in March this year.

Other than that, the correlation has been generally high so as we go into 2010 China market
players will need to keep a close eye on what is happening in the U.S. It may sound obvious
but if the correlation breaks down again you need to be prepared. And it is falling as we speak
as you can see from the chart.

Source: Thomson Reuters — Phil Smith at technicals@reutersindia.net
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CNY NDF IMPLIED DEPO & NDIRS CURVE
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<0#CNYIDWZ=R> <O0#CNYNDIRSZ=R>
Implied Depo curve derived from NDF CNY NDIRS composite curve

Thomson Reuters builds these two ND curves primarily for the easy use of analyzing the CNY
offshore market and serves as CNY offshore benchmark for analytical purpose.
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NEW INSTRUMENT — INTEREST RATE OPTION
IN CHINA CAPITAL MARKET

oooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooooo

G¥=a>!*0*+ ¢ X |, (Interest Rate Option)

China Everbright Bank has launched the first ever CNY interest rate option instrument in
China, which is seen as one of the financial innovation initiative. Please press F4 key
for <EBBCIROPT1> details.



GLOBAL MAJOR INDICES PERFORMANCE
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3000Xtra Tips: Click on Reuters -> Assistants -> Security Instruments
Input Index RIC (e.qg.: ".HSI"), then go to Index -> Index Analytics ->
How to look up Actual to find (eg: “Calculated PE Ratio E Calculated Price to

PB/PE? Book”)

Choose time range (e.g.: 1Day Ago), finally click OK

Source: Thomson Reuters



GLOBAL COMMODITIES/ CURRENCIES
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: Open Kobra
3000Xtra Tips: _ _
Click on Model Browser at Home GetGoing page
How to F'_nd Find models of “Energy” A“Metal” and “Agriculture” under
Commodity Data? Commodities.
Where you will see quote, stock, spread of all the commaodities
in every commodities exchange worldwide.

Source: Thomson Reuters



GLOBAL MAJOR INDICES — ESTIMATES
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China Market Browser Chinese Newsroom for Global Inv  estors Models Downloading

v5.1 #4451879, v5.0 #4451878 v5.1 #4451873, v5.0 #4451872 Press F4 key for <HK/TRAIY>
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