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GBA - Survey confirms setback; rebound expected

e Our GBA index fell for a fourth straight quarter, dipping further below 50, reflecting a tough April and May
¢ A confluence of headwinds hurt both manufacturers and retailers; expectations still point to a recovery
e Respondents most worried about COVID, global inflation; they discussed how to deal with rising costs

Gauging COVID and inflation impact

Our GBA Business Confidence Index (GBAI), based on quarterly surveys of over  Kelvin Lau

1,000 companies operating in the Guangdong-Hong Kong-Macau Greater Bay Area ;ii/zinﬁfﬁﬁ%lésc.com

(GBA) and conducted in collaboration with the Hong Kong Trade Development  senior Economist, Greater China
Council (HKTDC), shows that the current performance of ‘business confidence’  Standard Chartered Bank (HK) Limited
weakened for a fourth straight quarter in Q2, falling further to 43.3 after marginally

breaching below the 50 neutral mark in Q1. This is also the worst print since Q3-2020

— not surprising given the latest survey was conducted in April and May, when the

GBA’s husinesses were facing strong external and domestic headwinds. In particular,

April saw peak COVID disruption to production, sales and logistics across many GBA

cities, even though they were spared from Shanghai-style lockdowns. Nonetheless,

respondents still expect some form of a recovery in the coming quarter, although any

recovery is likely to be moderate, at best, given the drop in the headline expectations

index (to 52.5 from 55.5 prior, weakest in two years).

A further breakdown of responses shows that not all sectors suffered equally from the
still-present set of domestic and external headwinds. ‘Manufacturing and trading’ and
‘retail and wholesale’ bore the brunt, while ‘innovation and technology’ outperformed
possibly due to easing regulatory concerns. By city, all sub-indices endured the
regional setback, including Hong Kong, which has seen its fifth COVID wave
normalise since the start of Q2. Our credit indices reflected expectations of lower
bank financing costs going forward, though overall credit conditions remain tight for
now, especially due to the hit to cash flow positions. For thematic questions, we asked
respondents about their top challenges, deep diving into their views on changes in
various price factors and the business impact, and how they plan to deal with them.

Figure 1: GBAI business index and its sub-components Figure 2: ‘Current performance’ vs ‘expectations’ indices
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Peak COVID disruptions weighed
heavily on sentiment during this

survey

Detailed findings of the GBAI survey for Q2-2022

When describing the Q1-2022 GBAI setback in our last report, we highlighted that GBA
businesses faced a confluence of headwinds, and that many of these were still playing
out. We had warned that any expectations of a swift sentiment rebound needed to be
tempered. Our cautious view was borne out by the latest Q2-2022 survey results, which
reflected a worsening in both the current performance and expectations indices from
the previous quarter. While several external challenges (the Russia-Ukraine conflict,
high commaodity prices and global inflation, monetary policy tightening by major central
banks) likely contributed to this quarter-on-quarter setback, stringent COVID-related
measures in China also caused short-term physical disruptions to production and sales,
and dragged down spending and investment appetite. Despite this, most expectations
sub-indices remained in expansionary territory, and not all industries were impacted
equally by the headwinds. Our credit indices suggest higher expectations of lower bank
financing costs and improving cash flows.

e Current performance index worsened further in Q2: The GBAI current
performance index for business activity plunged to a seven-quarter low of 43.3 in
Q2 from 49.6 in Q1 (Figure 1). This marks a fourth straight quarterly drop and
the second straight sub-50 print since Q3-2020 — not surprising given the latest
survey was conducted in April and May, when the GBA was facing strong
external and domestic headwinds. The 12.8% g/q drop was also the largest
since the initial COVID outbreak and the launch of GBAI in Q2-2020.

In particular, April represented peak COVID disruptions in Shanghai. Moreover,
while outbreaks in other China GBA cities were better contained, there was a
widespread impact on real activity (especially in services, but also production)
and sentiment; the subsequent recovery in May was subdued at best. This
explained the broad-based drop across all eight index components, ranging from
the typical demand gauges in production (-13% g/q) and orders (-16%) to sub-40
prints in profits (-15%) and financing scale (-20%).

External demand in April and May also weakened due to the lingering drag from
the Russia-Ukraine conflict and increasingly from elevated global inflation
eroding household spending power. The current performance of our new export
orders sub-index fell to 41.3 in Q2 from 47.1 in Q1. Narrowing pressure on profit
margins was also likely a function of persistently high costs, especially of raw
materials, which saw their inventory being drawn down (-19% g/q).

Figure 3: China cities converging towards Hong Kong Figure 4: Bank financing costs expected to reduce

GBAI ‘current performance’ sub-indices, by city

Sub-components of our GBAI credit indices
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Expectation indices stayed mostly
above 50, suggesting a recovery
ahead, though likely a modest one

Financing costs may drop further
while companies wait for cash flow
positions to start improving

Standard Chartered Global Research | 4 July 2022

Expectation indices suggest a modest recovery ahead: The GBAI
expectations index for business activity eased to 52.5 in Q2 from 55.5 prior.
Business activity posted the weakest print since Q2-2020 (47.0), but the
expectations component remained above current performance and above the 50
neutral mark, indicating a general perception among respondents that
businesses would start to improve, albeit modestly, after a challenging first two
months in Q2. We expect continued improvement in the growth momentum in
June on Shanghai’s reopening and increased policy support more generally
across regions. The government has stepped up efforts to revive the economy
since late May, aiming to prevent GDP growth from slipping into negative
territory in Q2 and to stem further increases in unemployment.

Six of our eight main expectations sub-components fell g/q, but only two dropped
by double digits g/q to below the 50 neutral mark: raw material inventory (-12%
g/g) and financing scale (-16%). While a combination of elevated commodity
prices, lingering supply chain disruptions and demand uncertainty likely limited
respondents’ short-term plans to build inventory for now, their equally low
appetite for financing in the coming quarter could be more reflective of
weakening long-term confidence. However, such concerns have yet to spread to
fixed asset investment (FAI; +1% q/q).

Bringing the domestic COVID situation under control bodes well for the services
sector, including retail and catering. The question is how much of a lift this might
provide to the housing sector, given the persistent constraints of falling
affordability, rising household debt and concerns over further housing price
declines. We also expect infrastructure investment growth to accelerate to 10-
15% in the coming months from c.7% yly in May on normalising economic
conditions and increased government support. President Xi recently called for
infrastructure modernisation largely to drive growth in 2022 following the COVID
shock, but also in anticipation of slowing global growth as higher inflation and
tighter monetary conditions start to bite.

Financial conditions improving as policy focus shifts: The -current
performance index for credit fell to 46.7 in Q2 from 49.1 prior (Figure 4). All five
current credit sub-components contributed to this drop, but especially those
reflective of respondents’ cash flow positions, as the weak macroeconomic
backdrop hurt their surplus cash (-16% q/q) and receivables turnover (-13%).
Weak cash flows also reflect pressure on profit margins, as mentioned
previously. There was some concern that all the talk of more monetary policy
support for the economy has yet to translate into improvements at the company
level; for example, bank financing costs (-4% g/q to 46.7), non-bank financing
costs (-7% to 46.7) and banks’ attitude towards lending (-8% to 46.2) all
disappointed.

By contrast, the expectations index for credit held up well at 51.7 in Q2, almost
matching the 51.8 print in Q1. Notably, the expectations index for bank financing
costs rose 5.2% g/g to 50.9, the first above-50 print since our index was
inaugurated in Q2-2020. This, together with a second straight quarter of elevated
expectations prints for ‘banks’ attitude towards lending’, indicates that
respondents continue to expect some forthcoming credit relief. That said, the
still-weak expectations print for ‘non-bank financing cost’ is a timely reminder
that there is no cheap liquidity flooding the economy, but rather there will be a
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Clear divergence between sector e
outperformers and underperformers
this time

highly targeted approach to policy easing going forward. Respondents also see
their own cash positions improving after a Q2 setback — expectations for surplus
cash and receivables turnover stayed above 50 despite falling g/q.

Industries disrupted by COVID and more: The current performance
component of ‘retal and wholesale’ and ‘financial services’ clearly
underperformed this quarter, both dropping 22% g/q and posting below-40 prints
(the only two below 40). The setback to retailers and wholesalers was not a
surprise, considering the survey was conducted during peak COVID concerns
and given that the stringent measures had prevented shops from opening and
people from leaving their homes. Less clear, however, was the pessimism
among financial services providers; this likely reflected a combination of still-soft
housing market activity, accelerated outflows from onshore equity and bond
markets amid CNY weakness, and the general policy push for more and cheaper
lending, possibly at the expense of banks’ profitability, while credit quality
worsened. Furthermore, some ‘manufacturing and trading’ respondents felt they
were worse off in the past quarter, partly for similar reasons (such as COVID
disruptions to production) and also owing to high input costs squeezing margins,
and fears of global demand softening on rising global inflation and monetary
tightening.

All this is in stark contrast with the improvements in the current performance of
‘professional services’ (+22% g/q) and ‘innovation and technology’ (+7%). The
former’s jump likely reflects a normalisation after professional services providers
saw an uncharacteristic plunge in sentiment in Q1. More telling is the rise in
confidence among our technology respondents, who possibly benefited from
receding regulatory headwinds as the authorities turned their policy focus more
to the quantity versus quality of growth. Expectations towards these two sectors
also improved (almost back to neutral for professional services, and a seven-
quarterly high of 61.3 for innovation and technology), suggesting that they could
be turning the corner for good.

Figure 5: GBAI business sub-indices by sector

Manufacturing and trading 44.1
Retail and wholesale 37.7
Financial services 39.4
Professional services 45.0
Innovation and technology 50.3

50.3 50.3 52.9 55.8 53.8
48.0 49.2 51.1 55.2 50.9
50.6 54.2 42.4 58.4 59.6
37.0 46.9 49.9 45.3 52.2
47.1 59.6 61.3 58.1 58.0

Source: HKTDC, Standard Chartered Research

Figure 6: GBAI credit sub-indices by sector

Manufacturing and trading 47.1
Retail and wholesale 44.3
Financial services 42.9
Professional services 44.5
Innovation and technology 49.6

49.3 475 52.2 52.5 50.6
47.8 49.2 49.2 48.3 52.0
51.8 49.1 46.5 51.2 50.8
43.6 49.7 47.8 46.5 58.9
50.9 52.0 53.0 54.7 52.6

Source: HKTDC, Standard Chartered Research
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Manufacturing and retail respondents also expected improvements in the coming
quarter, with the expectations sub-indices posting 52.9 and 51.1, respectively.
While these forward-looking readings are down ¢/q, they remain above 50,
unlike still-weak expectations for ‘financial services’ at 42.4 (down from an
industry-leading 58.4 in the previous quarter).

All cities suffered during COVID resurgence: All city sub-indices for current
business performance fell g/q, led by drops of 18% for Foshan and 16% for
Dongguan. However, these declines were from high Q1 levels; in fact, they
continued to beat core cities on actual current scores, as the core cities have
more services-sector businesses and have been more vulnerable to local COVID
disruptions. Although they did not undergo Shanghai-style lockdowns, Shenzhen
(42.5) and Guangzhou (43.7) faced disruptions from stringent testing routines,
shop closures, suspended production and interrupted logistics, which kept
sentiment weak during the survey period.

More surprising was a further weakening in Hong Kong’s current performance of
business activity in Q2, to 39.7 from 41.4 prior, while other macro indicators have
been pointing to a rebound since April. After contracting by a deep 4.0% yly in
Q1, Hong Kong’'s economy was on the mend after the unwinding of stringent
social-distancing measures and travel bans imposed during the fifth COVID
wave. The resulting release of pent-up demand, coupled with the boost from the
government’s fresh round of electronic consumption voucher scheme, helped
fuel a 11.7% yly rise in retail sales by value in April (a stark turnaround from a
7.6% fall in Q1), and the latest fall in jobless rate to 5.1% (3mma) in May from
5.4% prior. Weaker prints among China’s cities likely weighed on Hong Kong'’s
sentiment despite its own domestic recovery and still-decent export
performance; the survey sample was dominated by small-and-medium sized
companies which may also have contributed to the weak survey result.

Figure 7: GBAI business sub-indices by city

Hong Kong 39.7
Guangzhou 43.7
Shenzhen 425
Foshan 44.9
Dongguan 47.9
Macau and other cities 46.2

41.4 50.1 43.3 47.5 52.7
50.0 49.8 52.1 58.6 52.3
50.0 49.4 54.6 56.5 53.4
55.1 59.6 51.0 56.2 57.6
56.9 49.2 55.0 57.4 55.0
51.0 49.2 57.2 56.5 5383

Source: HKTDC, Standard Chartered Research

Figure 8: GBAI credit sub-indices by city

Hong Kong 42.1
Guangzhou 45.7
Shenzhen 47.9
Foshan 44.7
Dongguan 47.9
Macau and other cities 49.7

45.1 46.9 455 47.8 50.2
49.0 49.3 49.4 5315 50.9
49.4 47.6 54.7 52.7 50.0
52.7 53.1 49.0 51.5 555!
51.5 47.1 51.4 53.0 53.2
49.6 45.8 53.7 51.1 51.7

Source: HKTDC, Standard Chartered Research

Standard Chartered Global Research | 4 July 2022
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Expectations towards Hong Kong remain the most cautious, at 43.3 (down from
47.5 prior), while those for all other GBA cities stayed above 50, albeit falling g/q
across the board. Guangzhou (-11.1%) and Foshan (-9.2%) fell the most to 52.1
and 51.0, respectively. The previously mentioned sector divergence seems to
have had little impact on performance differentiation by city.

Key takeaways from our thematic questions
Gauging challenges, especially  Our thematic questions this time focused on how our GBA respondents see the
from inflation  confluence of macro, financial and policy headwinds impacting their business. We
asked them to measure how this year's COVID disruptions stacked up against last
year’s, how they see the inflation trend this year, and how they plan to tackle the
resulting cost challenges. All this helped add context and depth to the largely weak
headline indices and sub-indices this quarter.

e COVID and inflation topped the list of challenges: We asked respondents to
describe the impact of various recent key developments on their business
(Figure 9). A majority 72% saw ‘slightly negative’ or ‘very negative’ impact from
local COVID disruptions, followed by 53% from global inflation pressure, and
47% from the Russia-Ukraine war. These were prominent challenges compared
with financial market volatility (36%) and regulatory tightening (27%).

By city, Guangzhou and Foshan had the highest share of negative responses for
COVID resurgence (77% and 76%, respectively), while five of the other nine
GBA cities were also above 70%. On global inflation pressure, Hong Kong and
Foshan (both ¢.62%) had the most negative responses. Hong Kong is likely
more exposed to tightening global liquidity, and Foshan, whose economy is more
manufacturing- and export-centric, may be more vulnerable to rising raw material
and transport costs. On the Ukraine crisis, Shenzhen respondents were most
pessimistic (60% reporting a slight or very negative impact), versus 42% for
Hong Kong and 37% for Guangzhou.

e This year’s COVID impact versus 2021: Given the well-anticipated vulnerability
of our respondents towards local COVID resurgence, we asked the follow-up
guestion of how they see this year's COVID-related impact on their business
compared with 2021 (Figure 10). The results were pretty even, with those
reporting less severe impact (23.6%) almost matching those saying the impact

Figure 9: How would you describe the impact of the Figure 10: How do you see this year’s COVID-related
following developments on your business? impact on your business compared with 2021?
% of respondents % of respondents

m \ery positive ® Slightly positive = Neutral = Slightly negative ® Very negative 60% -

Russia-Ukraine war 50% -

0, 4
Local COVID resurgence 40%

30% -
Global inflation pressure
20% -
Regulatory tightening
10% -

Financial market volatility
T T T T T 1 0% K
0% 20% 40% 60% 80% 100% More severe Similar Less severe

Source: HKTDC, Standard Chartered Research Source: HKTDC, Standard Chartered Research

Standard Chartered Global Research | 4 July 2022 6



S

[ 2

On the Ground

standard
chartered

Raw materials were the top cost
driver for many

was more severe (24.1%). On the face of it, these results were at odds with the
macroeconomic backdrop, which seemed to have slowed more due to COVID
lockdowns this year. However, this is explained by a further breakdown which
shows a higher percentage of ‘manufacturing and trading’ and ‘retail and
wholesale’ respondents reporting a ‘more severe’ impact than those reporting
‘less severe’, which was offset by opposite outcomes among the other three
sector sub-indices.

Identifying the biggest inflation pressures: Of the five types of price
pressures faced by our respondents, 73% reported a rise in raw material costs
YTD, closely followed by transport and logistics (72%) and energy (66%). GBA
respondents also appear most impacted by higher raw material prices, with 54%
reporting at least some degree of impact on their business; again, transport and
logistics (48%) and energy (43%) rounded up the top three spots (Figure 11).
Looking ahead, 61% respondents expect raw material prices to rise further for
the remainder of the year (Figure 12), followed by costs of transport and logistics
(57%), energy (57%), wages (25%) and rent (24%). All this echoes the general
market perception that broad-based inflation pressure is here to stay for longer
as long as global monetary conditions stay loose and geopolitical and supply
chain uncertainties linger — probably until these are superseded by concerns
over global recession risk.

Understanding respondents’ cost structure: We asked respondents to share
the breakdown of their cost base (Figure 13). On a mean basis, raw materials
account for 29% of their total costs, followed by wages (20%), and rent (15%).
While rising transport and energy costs YTD have had a material impact on
many GBA businesses, the share of these costs in respondents’ cost base is at
a relatively low 9% and 8%, respectively.

Unsurprisingly, cost structures vary across industries; manufacturers, retailers
and technology companies reported the highest shares of raw materials (39%,
31% and 29%, respectively), while services-oriented industries are more
exposed to wage inflation (c.31% for both financial services and professional
services). This is further reflected in the breakdown by city, where more
production-centric cities in China have a higher proportion of raw material in their
cost base, while Hong Kong and Macau have a higher wage cost component.

Figure 11: Have the following areas of inflation worsened Figure 12: How do you see the following areas of inflation

% of respondents

Yes, with severe impact = Yes, with some impact

YTD? If so, how have they impacted your business? changing for the remainder of the year?
% of respondents
= Yes, but no impact Rising significantly H Rising slightly 1 No change
H Falling slightly = Falling significantly

= No, not worsening mnla

p—_— p—_——
cory | I —_
wose | | v |
ot | I o |

0% 20% 40%

80%  100% 0% 20% 40% 60% 80%  100%

Source: HKTDC, Standard Chartered Research
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e Passing on higher costs to buyers: We previously saw that GBA businesses
have not been very successful in passing on higher costs to buyers, judging by
their weak profit performance and expectations, as well as their weak surplus cash
positions. We directly asked them about cost pass-through; only 7.3% said they
were able to pass on at least 50% of the cost increase to buyers, and another 37%
said they were able to pass on less than 50%. This leaves a material share of 41%
reporting an inability to pass on higher costs, and only 15% saying they did not
need to pass on costs. By industry, technology and retail respondents reported a
higher share, with at least some pass-through rates of 62% and 52%
respectively, versus only 24% for financial services (Figure 14).

A substantial 41% of respondents
said they were unable to pass on
higher costs to their buyers

e Ways to deal with inflation: We asked respondents how they dealt with rising
inflation, if they were not able to pass on higher costs to buyers (Figure 15).
‘Diversifying products/services’ got the most votes (42%), followed by ‘cutting
costs in other areas’ (40%) and ‘streamlining/automation’ (35%). More than 30%
of votes went to ‘exploring suppliers/providers’ and ‘upgrading products/
services’. We believe improving energy efficiency, relocating production and
more hedging could gain more importance over time in fighting inflation. On a
positive note, ‘reduction of scale’, of either headcount or inventory, was the least
chosen answer for now.

o Effectiveness of policy support: Our final thematic question focused on
gauging the effectiveness of policy support in easing inflation pressure: 7%
reported receiving significant help, and 62% received marginal help (Figure 16).

Figure 13: What share of your total cost base do the
following costs account for?
Mean, %

Figure 14: Have you been able to pass the higher costs
above onto your buyers? If so, to what extent?
% of respondents

Raw materials

Energy

Transportation and logistics
Wages

Rent

Others / don't know

0% 5% 10% 15% 20% 25% 30%

Yes, in full

Yes, over 50%
Yes, less than 50%
No, not able to

No, no need to

0% 10% 20% 30% 40% 50%

Source: HKTDC, Standard Chartered Research
Figure 15: What other ways are you pursuing to deal with

inflation challenges?
% of respondents

Source: HKTDC, Standard Chartered Research
Figure 16: Do you see policy measures (such as tax and

fee cuts) helping to ease cost pressures?
% of respondents

Diversifying products/services to reduce input
reliance

Cutting costs in other areas (e.g. marketing, R&D)
Streamlining or optimising operations / automation

Exploring cheaper suppliers / service providers

Upgrading products/services to improve pricing
power

Improving energy / environmental efficiency
Relocating (factory, office, shop) to cheaper places
Hedging more / locking in prices early in contracts
Reducing scale (e.g. headcounts, inventory)
Others

Not pursuing any of the above

0% 10% 20% 30% 40% 50%

70%

60%

50% -

40% -

30% -

20% -

10% -

0% -

Yes, significantly Yes, marginally No, no impact

Source: HKTDC, Standard Chartered Research
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The GBAIl is a diffusion index based
on responses from no less than
1,000 enterprises across 11 GBA
cities and key industry sectors

Figure 17: GBAI
Number of respondents

Appendix: How the GBAI works

The GBAI is compiled based on a quarterly survey conducted by the HKTDC in
collaboration with Standard Chartered. Every quarter, no less than 1,000 enterprises
in key business sectors across the GBA provide valuable feedback on a range of
subjects, including their current business situation and credit conditions, and their
outlooks on these subjects for the coming quarter. The GBAI also asks respondents
thematic questions that help us understand what drives their business decisions and
plans, and how this might shape the GBA’s future.

Index calculation: The GBAI comprises two main business indices, one gauging
‘current performance’ (in this case Q2-2022), and the other looking at ‘expectations’
(Q3-2022). Each index is calculated as an average of eight sub-indices that reflect
different aspects of business activity, as outlined in Figure 1. Respondents indicate
the corresponding changes, actual or expected, in three ways: up, same or down; a
diffusion index is then calculated using the following formula:

Up% x 100 + Same% x 50 + Down% x O

An index reading above 50.0 means that respondents are generally optimistic about
the business environment in the coming quarter, while a reading below 50.0 indicates
predominantly pessimistic sentiment. A reading of 50 is neutral.

The two credit indices are calculated in the same way, but with five of their own sub-
components that focus on measuring the costs and ease of obtaining credit, and
respondents’ willingness and/or eagerness to do so (Figure 4).

Hong Kong
Guangzhou
Shenzhen
Foshan
Dongguan
Huizhou
Zhongshan
Jiangmen
Zhuhai
Zhaoqing
Macau

Total

By industry
200
Manufacturing and trading 500
200
200
100 Retail and wholesale 200
100
Financial services 125
200 Professional services 125
Innovation and technology 50
1,000 Total 1,000

Source: HKTDC, Standard Chartered Research
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herein, we are under no obligation to do so and there may be regulatory, compliance or other reasons that prevent us from
doing so. Accordingly, information may be available to us which is not reflected in this document, and we may have acted upon
or used the information prior to or immediately following its publication. SCB is acting on a principal-to-principal basis and not
acting as your advisor, agent or in any fiduciary capacity to you. SCB is not a legal, regulatory, business, investment, financial
and accounting and/or tax adviser, and is not purporting to provide any such advice. Independent legal, regulatory, business,
investment, financial and accounting and/or tax advice should be sought for any such queries in respect of any investment. SCB
and/or its affiliates may have a position in any of the securities, instruments or currencies mentioned in this document. SCB
and/or its affiliates or its respective officers, directors, employee benefit programmes or employees, including persons involved
in the preparation or issuance of this document may at any time, to the extent permitted by applicable law and/or regulation, be
long or short any securities or financial instruments referred to in this document and on the SCB Research website or have a
material interest in any such securities or related investments, or may be the only market maker in relation to such investments,
or provide, or have provided advice, investment banking or other services, to issuers of such investments and may have
received compensation for these services. SCB has in place policies and procedures and physical information walls between its
Research Department and differing public and private business functions to help ensure confidential information, including
‘inside’ information is not disclosed unless in line with its policies and procedures and the rules of its regulators. Data, opinions
and other information appearing herein may have been obtained from public sources. SCB expressly disclaims responsibility
and makes no representation or warranty as to the accuracy or completeness of such information obtained from public sources.
SCB also makes no representation or warranty as to the accuracy nor accepts any responsibility for any information or data
contained in any third party’s website. You are advised to make your own independent judgment (with the advice of your
professional advisers as necessary) with respect to any matter contained herein and not rely on this document as the basis for
making any trading, hedging or investment decision. SCB accepts no liability and will not be liable for any loss or damage
arising directly or indirectly (including special, incidental, consequential, punitive or exemplary damages) from the use of this
document, howsoever arising, and including any loss, damage or expense arising from, but not limited to, any defect, error,
imperfection, fault, mistake or inaccuracy with this document, its contents or associated services, or due to any unavailability of
the document or any part thereof or any contents or associated services. This document is for the use of intended recipients
only. In any jurisdiction in which distribution to private/retail customers would require registration or licensing of the distributor
which the distributor does not currently have, this document is intended solely for distribution to professional and institutional
investors. This communication is subject to the terms and conditions of the SCB Research Disclosure Website available at
https://research.sc.com/Portal/Public/TermsConditions. The disclaimers set out at the above web link applies to this
communication and you are advised to read such terms and conditions / disclaimers before continuing. Additional information,
including analyst certification and full research disclosures with respect to any securities referred to herein, will be available
upon request by directing such enquiries to scgr@sc.com or clicking on the relevant SCB research report web link(s) referenced
herein. MiFID Il research and inducement rules apply. You are advised to determine the applicability and adherence to such
rules as it relates to yourself.
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Market-Specific Disclosures — This document is not for distribution to any person or to any jurisdiction in which its distribution
would be prohibited. If you are receiving this document in any of the market listed below, please note the following:

Australia: The Australian Financial Services Licence for Standard Chartered Bank is Licence No: 246833 with the following
Australian Registered Body Number (ARBN: 097571778). Australian investors should note that this communication was
prepared for “wholesale clients” only and is not directed at persons who are “retail clients” as those terms are defined in sections
761G and 761GA of the Corporations Act 2001 (Cth). Bangladesh: This research has not been produced in Bangladesh. The
report has been prepared by the research analyst(s) in an autonomous and independent way, including in relation to SCB. THE
SECURITIES MENTIONED IN THIS REPORT HAVE NOT BEEN AND WILL NOT BE REGISTERED IN BANGLADESH AND
MAY NOT BE OFFERED OR SOLD IN BANGLADESH WITHOUT PRIOR APPROVAL OF THE REGULATORY AUTHORITIES
IN BANGLADESH. Any subsequent action(s) of the Recipient of these research reports in this area should be subject to
compliance with all relevant law & regulations of Bangladesh; especially the prevailing foreign exchange control regulations.
Botswana: This document is being distributed in Botswana by, and is attributable to, Standard Chartered Bank Botswana
Limited, which is a financial institution licensed by Bank of Botswana under Section 6 of the Banking Act CAP 46.04 and is listed
on the Botswana Stock Exchange. Brazil: SCB disclosures pursuant to the Securities Exchange Commission of Brazil (‘CVM”)
Instruction 598/18: This research has not been produced in Brazil. The report has been prepared by the research analyst(s) in
an autonomous and independent way, including in relation to SCB. THE SECURITIES MENTIONED IN THIS REPORT HAVE
NOT BEEN AND WILL NOT BE REGISTERED PURSUANT TO THE REQUIREMENTS OF THE SECURITIES AND
EXCHANGE COMMISSION OF BRAZIL AND MAY NOT BE OFFERED OR SOLD IN BRAZIL EXCEPT PURSUANT TO AN
APPLICABLE EXEMPTION FROM THE REGISTRATION REQUIREMENTS AND IN COMPLIANCE WITH THE SECURITIES
LAWS OF BRAZIL. China: This document is being distributed in China by, and is attributable to, Standard Chartered Bank
(China) Limited which is mainly regulated by China Banking and Insurance Regulatory Commission (CBIRC), State
Administration of Foreign Exchange (SAFE), and People’s Bank of China (PBoC). European Economic Area: In Germany,
Standard Chartered Bank AG, a subsidiary of Standard Chartered Bank, is authorised by the European Central Bank and
supervised by the Federal Financial Supervisory Authority (Bundesanstalt fiir Finanzdienstleistungsaufsicht-“BaFin”) and the
German Federal Bank (Deutsche Bundesbank). This communication is directed at persons Standard Chartered Bank AG can
categorise as Eligible Counterparties or Professional Clients (such persons constituting the target market of this communication
following Standard Chartered Bank AG'’s target market assessment) as defined by the Markets in Financial Instruments
Directive Il (Directive 2014/65/EU) (“MiFID II”) and the German Securities Trading Act (“WpHG”). No other person should rely
upon it. In particular, this is not directed at Retail Clients (as defined by MiFID Il and WpHG) in the European Economic Area.
Nothing in this communication constitutes a personal recommendation or investment advice as defined by MiFID Il and WpHG.
Hong Kong: This document is being distributed in Hong Kong by, and any part hereof authored by an analyst licensed in Hong
Kong is attributable to, Standard Chartered Bank (Hong Kong) Limited &$T4R1T (Fi#) AFE/AH which is regulated by the
Hong Kong Monetary Authority. India: This document is being distributed in India by Standard Chartered Bank, India Branch
(“SCB India”). SCB India is a branch of SCB, UK and is licensed by the Reserve Bank of India to carry on banking business in
India. SCB India is also registered with Securities and Exchange Board of India in its capacity as Merchant Banker, Depository
Participant, Bankers to an Issue, Custodian, etc. For details on group companies operating in India, please visit
https://lwww.sc.com/in/important-information/india-result/. The RBI had advised that entities under their regulations shall not deal
in virtual currencies ("VCs") or provide services for facilitating any person or entity to deal with or settle VCs; however, the
Supreme Court overturned the ban on cryptocurrency payments. A proposed law which may prohibit dealing in cryptocurrencies
is under discussion, according to media reports. Indonesia: Standard Chartered Bank, Jakarta Branch is a banking institution
duly registered with and supervised by the Indonesian Financial Service Authority. The information in this document is provided
for information purposes only. It does not constitute any offer, recommendation or solicitation to any person to enter into any
transaction or adopt any hedging, trading or investment strategy, nor does it constitute any prediction of likely future movements
in rates or prices or represent that any such future movements will not exceed those shown in any illustration. Future changes in
such laws, rules, regulations, etc., could affect the information in this document, but SCB is under no obligation to keep this
information current or to update it. Expressions of opinion are those of SCB only and are subject to change without notice.
Japan: This document is being distributed to Specified Investors, as defined by the Financial Instruments and Exchange Act of
Japan (Act No.25 of 1948, known as “FIEA”), for information only and not for the purpose of soliciting any Financial Instruments
Transactions as defined by the FIEA or any Specified Deposits, etc. as defined by the Banking Act of Japan (Act No.59 of
1981). Kenya: Standard Chartered Bank Kenya Limited is regulated by the Central Bank of Kenya. The information in this
document is provided for information purposes only. The document is intended for use only by Professional Clients and should
not be relied upon by or be distributed to Retail Clients. Korea: This document is being distributed in Korea by, and is
attributable to, Standard Chartered Bank Korea Limited which is regulated by the Financial Supervisory Service and Financial
Services Commission. Macau: This document is being distributed in Macau Special Administrative Region of the Peoples'
Republic of China, and is attributable to, Standard Chartered Bank (Macau Branch) which is regulated by Macau Monetary
Authority. Malaysia: This document is being distributed in Malaysia by Standard Chartered Bank Malaysia Berhad only to
institutional investors or corporate customers. Recipients in Malaysia should contact Standard Chartered Bank Malaysia Berhad
in relation to any matters arising from, or in connection with, this document. Mauritius: Standard Chartered Bank (Mauritius)
Limited is regulated by both the Bank of Mauritius and the Financial Services Commission in Mauritius. This document should
not be construed as investment advice or solicitation to enter into securities transactions in Mauritius as per the Securities Act
2005. New Zealand: New Zealand Investors should note that this document was prepared for “wholesale clients” only within the
meaning of section 5C of the Financial Advisers Act 2008. This document is not directed at persons who are “retail clients” as
defined in the Financial Advisers Act 2008. NOTE THAT STANDARD CHARTERED BANK (incorporated in England) IS NOT A
“‘REGISTERED BANK” IN NEW ZEALAND UNDER THE RESERVE BANK OF NEW ZEALAND ACT 1989, and it is not
therefore regulated or supervised by the Reserve Bank of New Zealand. Pakistan: The securities mentioned in this report have
not been, and will not be, registered in Pakistan, and may not be offered or sold in Pakistan, without prior approval of the
regulatory authorities and/or relevant governmental statutory body(ies) in Pakistan. Philippines: This document may be
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distributed in the Philippines by Standard Chartered Bank (Philippines) (“SCB PH”) to Qualified Buyers as defined under Section
10.1 (L) of Republic Act No. 8799, otherwise known as the Securities Regulation Code (“SRC”), other corporate and institutional
clients only. SCB PH does not warrant the appropriateness and suitability of any security, investment or transaction that may
have been discussed in this document with respect to any person. Nothing in this document constitutes or should be construed
as an offer to sell or distribute securities in the Philippines, which securities, if offered for sale or distribution in the Philippines,
are required to be registered with the Securities and Exchange Commission unless such securities are exempt under Section 9
of the SRC or the transaction is exempt under Section 10 thereof. SCB PH is regulated by the Bangko Sentral ng Pilipinas
(BSP) (e-mail: consumeraffairs@bsp.gov.ph). Any complaint in connection with any product or service of, or offered through, the
Bank should be directed to the Bank’s Client Services Group via e-mail at straight2bank.ph@sc.com (or any other contact
information that the Bank may notify you from time to time). Singapore: This document is being distributed in Singapore by
Standard Chartered Bank (Singapore) Limited (UEN No.: 201224747C) only to Accredited Investors, Expert Investors or
Institutional Investors, as defined in the Securities and Futures Act, Chapter 289 of Singapore. Recipients in Singapore should
contact Standard Chartered Bank (Singapore) Limited (as the case may be) in relation to any matters arising from, or in
connection with, this document. South Africa: Standard Chartered Bank, Johannesburg Branch (“SCB Johannesburg Branch”)
is a Registered Credit Provider in terms of the National Credit Act 34 of 2005 under registration number NCRCP4. Thailand:
This document is intended to circulate only general information and prepare exclusively for the benefit of Institutional Investors
with the conditions and as defined in the Notifications of the Office of the Securities and Exchange Commission relating to the
exemption of investment advisory service, as amended and supplemented from time to time. It is not intended to provide for the
public. UAE: For residents of the UAE — Standard Chartered Bank UAE does not provide financial analysis or consultation
services in or into the UAE within the meaning of UAE Securities and Commodities Authority Decision No. 48/r of 2008
concerning financial consultation and financial analysis. UAE (DIFC): Standard Chartered Bank, Dubai International Financial
Centre (SCB DIFC) having its offices at Dubai International Financial Centre, Building 1, Gate Precinct, P.O. Box 999, Dubai,
UAE is a branch of Standard Chartered Bank and is regulated by the Dubai Financial Services Authority (“DFSA”). This
document is intended for use only by Professional Clients and is not directed at Retail Clients as defined by the DFSA
Rulebook. In the DIFC we are authorized to provide financial services only to clients who qualify as Professional Clients and
Market Counterparties and not to Retail Clients. As a Professional Client you will not be given the higher retail client protection
and compensation rights and if you use your right to be classified as a Retail Client we will be unable to provide financial
services and products to you as we do not hold the required license to undertake such activities. United Kingdom: SCB and or
its affiliates is authorised in the United Kingdom by the Prudential Regulation Authority (“PRA”) and regulated by the Financial
Conduct Authority (“FCA”) and the PRA. This communication is directed at persons SCB can categorise as Eligible
Counterparties or Professional Clients (such persons being the target market of this communication following SCB’s target
market assessment) as defined by the FCA Handbook. In particular, this communication is not directed at Retail Clients (as
defined by the FCA Handbook) in the United Kingdom. Nothing in this communication constitutes a personal recommendation or
investment advice as defined by the FCA Handbook. United States: Except for any documents relating to foreign exchange, FX
or global FX, Rates or Commadities, distribution of this document in the United States or to US persons is intended to be solely
to major institutional investors as defined in Rule 15a-6(a)(2) under the US Securities Exchange Act of 1934. All US persons
that receive this document by their acceptance thereof represent and agree that they are a major institutional investor and
understand the risks involved in executing transactions in securities. Any US recipient of this document wanting additional
information or to effect any transaction in any security or financial instrument mentioned herein, must do so by contacting a
registered representative of Standard Chartered Securities North America, LLC, 1095 Avenue of the Americas, New York, N.Y.
10036, US, tel + 1 212 667 0700. WE DO NOT OFFER OR SELL SECURITIES TO U.S. PERSONS UNLESS EITHER (A)
THOSE SECURITIES ARE REGISTERED FOR SALE WITH THE U.S. SECURITIES AND EXCHANGE COMMISSION AND
WITH ALL APPROPRIATE U.S. STATE AUTHORITIES; OR (B) THE SECURITIES OR THE SPECIFIC TRANSACTION
QUALIFY FOR AN EXEMPTION UNDER THE U.S. FEDERAL AND STATE SECURITIES LAWS NOR DO WE OFFER OR
SELL SECURITIES TO U.S. PERSONS UNLESS (i) WE, OUR AFFILIATED COMPANY AND THE APPROPRIATE
PERSONNEL ARE PROPERLY REGISTERED OR LICENSED TO CONDUCT BUSINESS; OR (ii) WE, OUR AFFILIATED
COMPANY AND THE APPROPRIATE PERSONNEL QUALIFY FOR EXEMPTIONS UNDER APPLICABLE U.S. FEDERAL
AND STATE LAWS. Any documents relating to foreign exchange, FX or global FX, Rates or Commodities to US Persons,
Guaranteed Affiliates, or Conduit Affiliates (as those terms are defined by any Commodity Futures Trading Commission rule,
interpretation, guidance, or other such publication) are intended to be distributed only to Eligible Contract Participants are
defined in Section 1a(18) of the Commaodity Exchange Act. Zambia: Standard Chartered Bank Zambia Plc (SCB Zambia) is
licensed and registered as a commercial bank under the Banking and Financial Services Act Cap 387 of the laws of Zambia and
as a dealer under the Securities Act, No. 41 of 2016. SCB Zambia is regulated by the Bank of Zambia, the Lusaka Stock
Exchange and the Securities and Exchange Commission.

© 2022 Standard Chartered Bank. All rights reserved. Copyright in third party materials is acknowledged and is used under
licence. You may not reproduce or adapt any part of these materials for any purposes unless with express written approval from
Standard Chartered Bank.
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