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GBA - Survey shows reassuring sentiment uptick

e A reassuring rebound in current performance indices adds conviction to the growth stabilisation story
e Easing expectations indices are a reminder of lingering cautiousness; more credit easing would help
e Respondents are upbeat on Al development, and are gearing up for related opportunities and challenges

The evidence (of stabilisation) is stacking up

Our GBA Business Confidence Index (GBAI), based on quarterly surveys of over 1,000  Kelvin Lau

companies operating in the Guangdong-Hong Kong-Macau Greater Bay Area (GBA) ;ii/zifiﬁizlésc_com

and conducted in collaboration with the Hong Kong Trade Development Council  senior Economist, Greater China
(HKTDC), shows that the current performance of ‘business confidence’ improved to  Standard Chartered Bank (HK) Limited
52.9 in Q3-2023 after easing to 50.0 in Q2 (Figures 1 and 2). This reflects a rebound

in business activity after a Q2 slowdown, likely helped by strong summer holiday

demand, as well as some lift from the earlier rounds of policy easing. The

corresponding GBAI expectations index slipped to 56.3 from 58.7 prior, albeit well

above 50 and higher than the 52.9 current performance index, suggesting further

recovery ahead. That said, despite the government’s ramp-up in economic stimulus in

recent months, the narrowing gap between Q3 current performance and expectations

scores does suggest lingering cautiousness towards the strength and sustainability of

future recovery. Headline credit indices worsened g/q, but surplus cash (and to a lesser

extent bank financing costs) appears to be improving.

By industry, ‘innovation and technology’ staged the strongest rebound after
underperforming in Q2, sharing the top spot with ‘retail and wholesale’ in terms of
current performance. This combination of a recovery in tech sentiment and ongoing
retail resilience worked in Shenzhen and Guangzhou’s favour, boosting their current
performance scores. The expectations sub-indices stayed above the 50 neutral mark
across all cities and industries, meaning that the underlying post-COVID recovery trend
is expected to remain intact. For thematic questions, we took a closer look at how GBA
companies see and deal with rapid technology developments; in particular, we asked
respondents how ready they are to take advantage of accelerated Al adoption.

Figure 1: GBAI business index and its sub-components Figure 2: ‘Current performance’ vs ‘expectations’ indices
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Latest GBAI adds to recent list of
positive data surprises

Ongoing reopening boost, summer
holiday demand and a pinch of
early policy easing efforts helped
Q3 growth stabilisation

GBA, reaccelerate!

The GBAI surprised positively for a second straight quarter. In the last report, it was
the ability of both the Q2 current performance and expectations indices for business
confidence to stay at or above 50, despite growth clearly decelerating over the same
period. For the latest set of Q3 GBAI prints, we are pleasantly surprised by the quick
rebound in the current performance component, to 52.9 from 50.0 in Q2; this, in our
view, is a strong sign that businesses are at least stabilising (if not starting to
reaccelerate) after the Q2 setback. This provides added reassurance, following a
stronger-than-expected set of official August macro data for the whole of China, plus
an evident uptick in our proprietary China SME sentiment index (SMEI) in September.
There remain notable headwinds on the horizon (the weak housing market and export
orders being the two obvious ones), as echoed by the slip in our GBAI expectations
index to 56.3 in Q3 from 58.7 prior. However, this is still comfortably above the 50
mark, suggesting further recovery ahead, likely to be fuelled by continued policy
stimulus (which has been going strong since the July Politburo meeting).

We list below the detailed findings from our latest GBAI survey:

e Current performance improving after Q2 slowdown: The GBAI current
performance index for business activity rose to 52.9 in Q3 after easing to 50.0 in
Q2-2023. This strong g/g rebound — to a nine-quarter high no less — is a welcome
sign that growth is likely reaccelerating following a Q2 setback. The latest survey
was conducted between early August and early September; a number above 50
indicates more respondents seeing their current business performance improving
from three months prior (May/June). Strong summer holiday demand likely helped,
as tourism-related spending fuelled better services production and catering sales
in August. Lifts from earlier rounds of policy stimulus could also be at play,
although we believe the expectations index could be a better gauge of the
sentiment impact from the more recent and substantial policy easing since the
late-July Politburo meeting (more on the expectations index later).

A further breakdown shows that six of the eight current performance components
improved g/q, reflecting a broad-based rebound (Figure 1). ‘Capacity utilisation’
was the only sub-index showing a g/g drop and staying below 50 (versus six
components with sub-50 prints in Q2). ‘Production/sales’ and ‘new orders’ saw the
biggest g/q jumps (both +5.4pts); these two sub-indices, together with ‘profits’,
rounded out the top three spots. The outperformance of these three specific
components —which are more reflective of immediate business performance than,
say, ‘fixed asset investment’ and ‘financing scale’ — further supports the view that
a nascent recovery in real activity is already underway.

e« Expectations indices show cautious optimism: The GBAI expectations index
for business activity eased to 56.3 in Q3 from 58.7 in Q2 and 61.5 in Q1. Despite
the g/q drop, it is still well above 50 and higher than the 52.9 current performance
index, suggesting further recovery ahead. The narrowing gap between current
performance and expectations, however, does reflect little additional ‘policy
premium’ being priced in for now, despite the government’s ramp-up in economic
stimulus since July (including a surprise interest rate cut, an increase in special
deductions in individual income tax, a set of measures to boost consumer
spending and some aggressive relaxation in mortgage rules). To avoid lingering
cautiousness becoming entrenched again, we believe more policy easing is
needed in the coming quarter(s) to sustain the prevailing nascent recovery.

Standard Chartered Global Research | 24 October 2023 2
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Credit conditions remain e
challenging despite lift from
monetary policy easing

The sub-indices reflect a similar picture, with ‘profits’ (60.8), ‘production/sales’
(59.9) and ‘new orders’ (59.4) topping the list, indicating a further uptick in
momentum as we enter the final quarter of 2023. This underpins our view that
China can achieve its c.5% full-year growth target. On the other hand, ‘raw
material inventory’ (52.4) and financial scale’ (51.0) not only underperformed, but
also fell below their current performance counterparts (53.1 and 51.9,
respectively). These two sub-indices together with ‘fixed asset investment’ (53.0)
rounding out the bottom three spots, tend to be better indicators of longer-term
business confidence; their underperformance therefore is a reminder that a full-
fledged recovery in business confidence back to strong pre-COVID levels could
remain challenging as we enter 2024, given lingering structural (e.g. a weak
housing market) and external (geopolitical uncertainty) headwinds.

Credit conditions showing a mixed picture: Both the current performance (48.9
vs 49.3 prior) and expectations (50.9 vs 51.6 prior) indices for credit worsened in
Q3 (Figure 3). This is despite the (modest) g/q improvements in their respective
‘banking financing cost’ components — a reflection of recent policy efforts to lower
companies’ borrowing costs, including interest rate cuts in June and August. The
effect of such easing, however, has so far fallen short in lifting other credit sub-
indices. The current performance prints for ‘non-bank financial cost’ and ‘banks’
attitude towards lending’ saw the steepest qg/q drops (-3.9pts and -2.4pts,
respectively). Their expectations did not fare much better, with ‘non-bank financial
cost’ coming in last at 44.6 (which is lower than 45.6 for current performance; a
below-50 reading still means rising costs), and ‘banks’ attitude towards lending’
falling the most (-4.1pts) among sub-indices to 50.8. In the absence of a swift
improvement in the efficacy of monetary policy transmission, we see room for
more easing. We expect the People’s Bank of China (PBoC) to cut the medium-
term lending facility (MLF) rate two more times, by 10bps each in Q4-2023 and
Q1-2024. We also expect another 25bps cut to the reserve requirement ratio
(RRR) in Q1-2024 to ensure ample liquidity for future credit growth.

The story is also mixed on the cash flow front. The improvement in short-term
business performance we noted earlier has not translated into better receivables
turnover (staying unchanged at 48.9 for current performance, and -1.9pts to 54.7
for expectations). Expectations for ‘surplus cash’ also fell to 58.1 from 60.0, but its
current performance counterpart improved to 54.3 from 51.2 prior; most
importantly, both measures for surplus cash remain head-and-shoulders above
other index components, indicating little cash flow stress for the time being. This
could also explain the overall weak financing appetite noted earlier.

Figure 3: Respondents expecting better cash flow but higher borrowing costs
Five sub-components of our GBAI credit indices — current vs expectations

Stronger surplus cash position is a

bright spot
Credit Index 48.9 49.3 51.6 50.9 51.6 54.2
1. Bank financing cost * 48.0 46.9 48.6 46.4 42.6 44.8
2. Non-bank financing cost * 45.6 49.5 47.8 44.6 43.8 47.2
3. Banks’ attitude towards lending 47.6 50.1 54.8 50.8 54.9 58.4
4. Surplus cash 54.3 51.2 52.9 58.1 60.0 62.8
5. Receivables turnover 48.9 48.9 53.9 54.7 56.6 57.7

* Index above 50 indicates lower cost; Source: HKTDC, Standard Chartered Research
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Services sector leading the way

Devil is in the detail for industry sub-indices: Starting with current
performance, four of our five industry sub-indices contributed to the headline GBAI
improvement (Figure 4). Among those four, an improvement in ‘retail and
wholesale’ (R&W) to 55.1 from 51.2 is the least surprising, considering that the
services-oriented sectors have been the main beneficiaries from continued post-
COVID economic normalisation, as well as the short-term boost from summer
holiday demand. The sector’'s +3.9pts g/q increase was only behind ‘innovation
and technology’ (I&T; more on this below). On the face of it, ‘manufacturing and
trading’ (M&T) and ‘financial services’ (FS) are not that far behind, with a +2.5pts
(to 52.4) and +2.0pts increase, respectively; that said, they do not have all their
sub-components improving g/q (like R&W). Similarly, in terms of expectations
indices, not only did M&T fall more evidently than R&W (-2.9pts and -0.8pts,
respectively), the former’s drop was also much more broad-based across all eight
of the sub-indices; In contrast, R&W only worsened due to weaker raw material
inventory, investment, and financing scale (again the three components most
associated with longer-term confidence).

The expectations sub-index for FS (57.1) improved from Q2, to almost as strong
as R&W'’s print (57.5). The government’s more proactive use of monetary tools to
encourage lending and support growth likely helped; the improvement in its
‘profits’ component was particularly noticeable, possibly a reflection of banks
being able to drive down/enjoy lower cost of funding while bringing down lending
rates. Also encouraging was the significant turnaround for I&T, which staged the
biggest g/g rebound across its current performance and expectations indices. The
low base from Q2 certainly helped; and while many of the headwinds mentioned
in our last report (e.g. ongoing global semiconductor downcycle and more
tightening of tech export controls from the US) remain, the tech industry could also
make a good leading indicator for a long-awaited return of post-COVID production
capacity rebuilding and economic upgrading. In contrast, and with the benefit of
hindsight, ‘professional services’ seems to lag the broader cycle, only to enter a
soft patch now, when others are recovering out of one.

Figure 4: GBAI business sub-indices by sector

Manufacturing and trading
Retail and wholesale
Financial services

Professional services

Innovation and technology

52.4
55.1
53.5
48.8
58.8

49.9 51.0 56.2 59.1 61.3
51.2 51.4 57.5 58.3 61.2
515 59.8 57.1 54.8 67.4
56.1 52.1 53.9 61.9 65.2
43.7 54.3 55.0 49.0 61.0

Source: HKTDC, Standard Chartered Research

Figure 5: GBAI credit sub-indices by sector

Manufacturing and trading
Retail and wholesale
Financial services

Professional services

Innovation and technology

49.0
48.2
49.8
45.6
50.2

49.0 51.5 50.9 51.4 54.1
51.2 52.5 51.1 51.9 54.4
46.5 53.4 50.2 50.3 56.2
52.1 49.9 48.6 53.8 53.7
52.5 50.0 52.3 55.3 54.4

Source: HKTDC, Standard Chartered Research
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Shenzhen and Guangzhou came out o Core mainland GBA cities outperformed: For current performance of business
on top activity, Guangzhou and Shenzhen came out on top, at 54.9 and 54.8, respectively
(Figure 6). Both are higher than their respective Q1 and Q2 numbers — another
sign that the reopening boost still has legs. While not a direct beneficiary of
onshore policy stimulus and the summer travelling frenzy, we believe sentiment in
Hong Kong will start to catch up soon, especially via the cross-border tourism and
business investment channels. Beyond the core cities, Foshan rose to 52.4 from
47.6 prior, while Dongguan eased to 53.8 from 56.4 prior — both likely a
convergence to trend after their respective under- and outperformance in Q2.
Macau and other cities came in last for a third straight quarter.

For the expectations indices, Shenzhen and Dongguan gave back some ground
after outperforming by quite a margin in Q2. Guangzhou was the only city sub-
index that staged a g/q rebound this time, likely driven by its sizeable services
sector. Interestingly, the score for Guangzhou’s tech respondents weakened after
showing surprising resiliency in Q2. Shenzhen and Hong Kong, therefore, did the
heavy lifting to raise the headline I1&T sub-index this time. In any case, we continue
to take comfort from the fact that all city expectations indices remain in the 50+
expansionary territory, consistent with our view of a sustained recovery
momentum in the coming quarters.

Key takeaways from our thematic questions

Our thematic questions for Q3 focused on gauging (1) the impact of various global
tech-related developments on GBA businesses; (2) how accelerated application of
artificial intelligence (Al), in particular, would reshape industries in the region, and how
ready our respondents are to take advantage of Al adoption.

Tech-related opportunities and challenges

We asked respondents how their businesses have been affected over the past year by
(1) the global slowdown in tech demand; (2) rising tech-related trade and non-trade
barriers; and (3) accelerated Al developments (Figure 8). Over 60% of respondents

Figure 6: GBAI business sub-indices by city

Hong Kong 49.0 49.3 51.6 52.6 54.7 58.7
Guangzhou 54.9 48.6 49.9 59.7 55.7 67.7
Shenzhen 54.8 51.9 515 56.6 60.4 60.8
Foshan 52.4 47.6 55.1 58.3 58.5 59.0
Dongguan 53.8 56.4 53.5 59.1 64.3 69.6
Macau and other cities 48.5 43.6 48.9 51.7 58.0 56.8

Source: HKTDC, Standard Chartered Research

Figure 7: GBAI credit sub-indices by city

Hong Kong 48.0 47.2 51.5 49.1 49.3 51.8
Guangzhou 50.2 51.9 52.4 53.2 51.9 54.7
Shenzhen 49.1 48.2 51.8 50.8 52.1 55.9
Foshan 49.5 49.6 49.9 50.9 51.9 53.1
Dongguan 48.2 50.9 53.1 51.6 51.9 56.0
Macau and other cities 47.6 50.5 50.4 49.7 51.5 50.6

Source: HKTDC, Standard Chartered Research
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Diversifying production capacity
and exploring local solutions are

the ways to go

chose ‘no impact’ for each of these options, which is understandable given that
‘manufacturing and trading’ and ‘innovation of technology’ together only account for
55% of our sampling population; one could imagine not all manufacturers are doing
electronics, and that the remaining 45% of the sample are services-oriented sectors
that are much less directly exposed to the global tech cycle and/or related trade
restrictions. Beyond that, while more respondents did choose (material and marginal)
‘negative impact’ over ‘positive impact’ for global tech slowdown (14.2% vs 12.2%,
respectively) and trade and non-trade barriers (21.6% vs 15.9%), their difference in
votes is surprisingly modest, considering how these tech developments are normally
associated with being economic headwinds. For Al, responses were more one-sidedly
optimistic, with 29.1% reporting a positive impact versus 8.5% negative.

Respondents remain upbeat on the tech demand outlook. A collective 29.2% see rapid
tech-related (including Al) developments having a positive impact on tech demand in
2024, versus 4.9% seeing a negative impact. These numbers go up to 46.8 and 9.0%,
respectively, when we push the outlook timeline out to 2025-27 (Figure 9). On the
challenges side, when asked how they are responding to the rise in tech-related trade
and non-trade barriers, the top three answers were ‘exploring new sales markets’
(35.0%), ‘increasing local tech hiring’ (34.3%) and ‘changing products/business
models’ (27.4%). ‘Increasing local sourcing’ (16.7%) and ‘accelerated in-house R&D’
(16.0%) also garnered a decent number of votes (Figure 10). Most importantly, only
17.4% said they are not doing anything (or see no response needed), suggesting more
transformation afoot, possibly through a combination of external diversification and
domestic sourcing to better navigate geopolitical risks.

Urgency and potential of Al transformation

We then asked respondents whether and how the accelerated application of Al (or
more generally the adoption of digital transformation strategy) would reshape the way
businesses are run in their industry in the GBA (Figure 12). A total 29.1% said Al would
bring about changes, although within that only less than 10% (or 2.7% of all
respondents) said such changes are material and are already underway. Add to that
another 8.7% of all responses if we include those that see material changes but only
happening over time. For the remaining ones (17.7% of all respondents) that see Al
bringing about changes, they believe those changes will only be minor/non-disruptive.
Separately, 46.8% respondents expect no evident change to business models, and
24.1% think it is too early to tell, or need more information.

Figure 8: How has your business been affected by the following tech-related developments over the past year?
% of respondents

80%
70%
60%
50%
40%
30%
20%
10%

0%

B Material positive impact ~ ® Marginal positive impact Marginal negative impact B Material negative impact No impact
7 73.6%
] 62.5% 62.4%
] 26.8%
19.4%
J 15.6%
% 12.5%
| 11.5% 0 8.3%
0.7% - 1.7% 0.3% 2.2% 2.3% 0.2%
. I .
Global slowdown in tech demand Rising tech-related trade and non-trade barriers Accelerated Al development

Source: HKTDC, Standard Chartered Research
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GBA companies are gearing up for
Al adoption

We got largely consistent answers when we asked the follow-up question: ‘how
ready/equipped is your company to take advantage of accelerated Al developments/
adoption of digital transformation strategy?’ (Figure 13). A total 24.2% of respondents
said some form of business response is already underway: 6.8% (of all respondents)
being already well-prepared and well-positioned, 8.2% with preparation/ upgrading
plans well underway, and 9.2% just beginning to upgrade their Al/digital capacities.
While this fell short of the aforementioned 29.1% that said they expect Al to bring about
changes, this is more than made up for by the high number of responses for those
already having some planning/strategising underway (46.3%). Only just under 30% of
respondents have no plans for Al/digital upgrading for now.

When asked how different business areas are likely to be impacted by Al/digital
adoption in the coming years, ‘future orders’, ‘sales and marketing strategy’ and
‘business operations/production efficiency’ saw the most ‘more opportunities than
challenges’ votes, not just in absolute terms but also (and arguably more tellingly) after
netting off with the ‘more challenges than opportunities’ votes (Figure 11). On the other
end of the spectrum, ‘R&D’, ‘cost control’ and ‘hiring and capital expenses’ are the
three areas seeing the least (absolute and net) upside business potential, with the
need for huge capital and human investment to power any Al/digital strategy being the
likely common denominator. This is confirmed by the list of hurdles/challenges for Al
adoption/digital transformation, with ‘too costly to upgrade/implement’ and ‘lack of
expertise/talent to pursue innovation’ the number one and three choice, respectively.
‘Uncertain economic /business outlook to justify investment’ and ‘technology moving
too fast’ rounded out the top four spots (Figure 13).

(One final note on how GBA businesses see and respond to rapid technology
developments. We recently asked a similar set of survey questions to over 180 of our
GBA manufacturing clients as part of our long-running (14 years and counting) annual
deep-dive (see GBA shop talk — Diversify and integrate). Overall, among this more
manufacturing-centric sample population, ‘sanctions and tariffs’ was their seventh
biggest challenge for 2023, with ‘technology disruption’ coming in dead last (19").
Those in the electronics sector were more negatively exposed to tech-related trade
barriers in recent years, but their outlook for the sector remains predominantly positive.

Figure 9: In view of rapid tech developments, how do you Figure 10: How are you responding to the rise in tech-
see the outlook for tech-related demand? related trade and non-trade barriers in recent years?

% of respondents

% of respondents

0% 10% 20% 30% 40% 50% 60% 70% ——————

0% 5% 10% 15% 20% 25% 30% 35% 40%

35.0%

Exploring new sales markets

0,
Very positive 3.5%

Moderately positive

4.4%

Moderately negative
ynes 8.6%

Very negative

Neutral

38.0% Increasing local sourcing of raw materials

Increasing local tech hiring 34.3%

Changing products / business model 27.4%

Not doing anything / no response needed

m 2024 Accelerating in-house R&D
m2025-2027 Sourcing from other offshore locations

Building up inventory for key components

Building new upstream business partnerships /
alliances

Increasing lobbying efforts to reduce trade barriers

Diversifying production to other offshore locations

66.0%

Reshoring / nearshoring of key production back to
China

Exiting China market

Source: HKTDC, Standard Chartered Research

Source: HKTDC, Standard Chartered Research
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Similar to our GBAI findings, diversifying production overseas and increasing local
sourcing are the preferred ways to address such challenges; ‘sanctions and tariffs’ was
seen as the biggest driver for manufacturers to actively considering moving capacity
outside of China. We also see a subtle rise in respondents’ participation rate in
technological upgrading since 2020, and Al is expected to contribute to sustaining this
trend going forward, hopefully with the help of more government policy support.)

Figure 11: How would the adoption of Al (or a more broad-based digital transformation strategy) impact the running of
your business in the following areas in the coming years? (% of respondents)

u More opportunities than challenges

50% - 46% 47%
40%

40% - 36% 36%

35%

30% -
20% -
10% -

0% -

B More challenges than opportunities

Neutral ®Tooearlytotell —=N/A
43% 43% 43%
38%
21% oy 19%18%

Future orders Sales and marketing Business Regional supply chain Overall R&D Cost control Hiring and capital
strategy operation/production management competitiveness expenses
efficiency

Source: HKTDC, Standard Chartered Research

Figure 12: Would the accelerated application of Al (or
adoption of digital transformation strategy) reshape how
businesses are run in your industry in the GBA?

% of respondents

Figure 13: How ready/equipped is your company to take
advantage of accelerated Al developments/adoption of
digital transformation strategy?

% of respondents that said yes in the prior question

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

Yes, materially, and changes are
happening already

2.7%

Yes, materially, but will take some time to
happen

Yes, but only in minor / non-disruptive
ways

No evident change to business models

expected 6.8%

Too early to tell / Need more information

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

We are still at a planning / strategising

stage 46.3%

We have no such plans for now

We have just begun to upgrade our Al /
digital capabilities

Our preparation / upgrading plans are
well underway

We are already well-prepared and well-
positioned

Source: HKTDC, Standard Chartered Research

Source: HKTDC, Standard Chartered Research

Figure 14: What are the biggest hurdles/challenges to your business when adopting Al (or digital transformation) in the

coming years? (% of respondents)

40% 1

29.4% 29.0%
27.0%

36.0%
35%
30%
25%
20%

0% - v

17.9%

13.1%

10.4% 9.7%

6.9%

6.4%

B

15%
10%
Too costly to upgrade Uncertain economic /  Lack of expertise /
/implement business outlook to talent to pursue
justify investment innovation

too fast start

Technology moving  Don't know where to  Regulatory and other No/limited access to  Existing business

Competitors moving Others
mainland/overseas model too inflexible to too fast

technology pivot

policy constraints

Source: HKTDC, Standard Chartered Research

Standard Chartered Global Research | 24 October 2023



o standard
\ chartered

[ 2

On the Ground

Disclosures appendix

Analyst Certification Disclosure: The research analyst or analysts responsible for the content of this research report certify that:
(1) the views expressed and attributed to the research analyst or analysts in the research report accurately reflect their personal
opinion(s) about the subject securities and issuers and/or other subject matter as appropriate; and, (2) no part of his or her
compensation was, is or will be directly or indirectly related to the specific recommendations or views contained in this research
report. On a general basis, the efficacy of recommendations is a factor in the performance appraisals of analysts.

Global Disclaimer: Standard Chartered Bank and/or its affiliates (“SCB”) makes no representation or warranty of any kind,
express, implied or statutory regarding this document or any information contained or referred to in the document (including market
data or statistical information). The information in this document, current at the date of publication, is provided for information and
discussion 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. The stated price
of the securities mentioned herein, if any, is as of the date indicated and is not any representation that any transaction can be
effected at this price. SCB does not represent or warrant that this information is accurate or complete. While this research is based
on current public information that we have obtained from publicly available sources, believed to be reliable, but we do not represent
it is accurate or complete, no responsibility or liability is accepted for errors of fact or for any opinion expressed herein. This
document does not purport to contain all the information an investor may require and the contents of this document may not be
suitable for all investors as it has not been prepared with regard to the specific investment objectives or financial situation of any
particular person. Any investments discussed may not be suitable for all investors. Users of this document should seek
professional advice regarding the appropriateness of investing in any securities, financial instruments or investment strategies
referred to in this document and should understand that statements regarding future prospects may not be realised. Opinions,
forecasts, assumptions, estimates, derived valuations, projections and price target(s), if any, contained in this document are as of
the date indicated and are subject to change at any time without prior notice. Our recommendations are under constant review.
The value and income of any of the securities or financial instruments mentioned in this document can fall as well as rise and an
investor may get back less than invested. Future returns are not guaranteed, and a loss of original capital may be incurred.
Foreign-currency denominated securities and financial instruments are subject to fluctuation in exchange rates that could have a
positive or adverse effect on the value, price or income of such securities and financial instruments. Past performance is not
indicative of comparable future results and no representation or warranty is made regarding future performance. While we
endeavour to update on a reasonable basis the information and opinions contained 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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