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Maintain Optimistic Outlook On HK Market

We reiterate positive outlook on Hong Kong equity market. Mutual direct access to China /
Hong Kong stock and bond market as well as the possibility of A-share inclusion into MSCI are
positive to Hong Kong equity market. Moody downgraded China rating to A1 from Aa3 and
changed outlook to stable from negative, concerning on growing debt problem. However,
Ministry of Finance did not agree with its move by posting its statement on its website. It
responded that government debt to GDP in 2016 (excluding SOE) was only 36.7%, much lower
than western countries and Moody underestimated the effect of ongoing supply side reform.

China Bond Connect Is Important To Hong Kong

After Stock Links, the Chinese government announced to establish mutual access links
between China and Hong Kong bond market, which allow foreign investors to get access to
domestic debt market first and then allow mainland investors to access the Hong Kong debt
market. The move attracts global institutional investors into mainland bond market, enhances
Chinese firms’ recognition and improves the connectivity between market infrastructures and
the healthy and international development of the bond market. China is the second largest
bond issuer with HKD 70 trillion bonds outstanding while Hong Kong only has HKD 3 trillion
bonds outstanding. The move also provides support for RMB and RMB internationalization.
Through stock and bond links, Hong Kong will serve as the gateway for overseas investors to
enter mainland capital market, which are positive to Hong Kong equity market.

The Possibility Of A-Share Inclusion Into MSCI Has Great Impact On Global Allocation

MSCI makes decision whether if China A-share will include into MSCI indices on June 20.
A-share inclusion into MSCI indices would be a major step for opening up its financial market,
attracting global institutional investors and market internationalism. As foreign institutional
investors currently only account for 1.5% of total investors in the A-share market, mostly retail
investors investing in A-share market currently brings about unnormal equity valuation.
Although MSCI denied to make any changes of old allocation approach which new proposal
may reduce from 448 qualifying stocks to 169 eligible A shares, the inclusion into A-share
market triggers more global capital into A-share market and fair valuation. The possibility of A-
share inclusion is not only positive to A-share market, but also H-shares, especially large
market cap and stable shares.

China’s four biggest banks

China’s non-performing loans have stabilized and the pressure from capital outflows has
eased as the nation’s economic recovery takes hold. China's listed banks' net profits continued
to grow in 2016. China’s four biggest banks also posted higher-than-forecast profit first quarter
of 2017as provisions for souring loans held steady. If China A-share induced into MSCI indices,
the broker and investors will prefer China’s four biggest banks which mainly have a strong
capital for the buffer.

China Insurance sector

Other than China Bond Connect and the possibility of A-share inclusion into MSCI index
that benefit, China insurance sector’s foundation is on the refinement. The 1% quarter premium
income of the sector counts RMB$1.59 Trillion, up by 32.5% YoY and growth rate increased by
1.1% compared with the last two months. Future drive for the sector will be the Internet
insurance sector which keeps the fast growth pace. The no. of 1% quarter Internet insurance
new contracts was 1.96 Billion, up by 113% YoY, with Internet premium income accounting for
RMB$1.68 Billion, raised by 175% YoY. Expectation of China A-shares becoming a part of
MSCI index will act as a catalyst to move up the china insurance sector further.
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Chart of the Month: MSCI World Index
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The MSCI World Index continues to trade
higher following the improvement sentiment
of U.S and Hong Kong equity market.

Global Market Performance

MTD

Closed at Change YTD Change Currer.1t Estimat.ed PE Dividend
24/05/2017 (%) (%) PE ratio ratio Yield
DJIA 21,012.42 0.34 6.32 18.49 17.34 2.34
S&P 500 2,404.39 0.85 7.39 21.44 18.51 1.97
Nasdaq 6,163.02 191 14.49 32.86 23.49 1.13
FTSE 100 9,718.27 4.17 10.21 34.76 15.24 3.95
DAX 14,132.20 4.23 16.71 19.81 13.92 2.66
CAC 5,970.55 3.98 16.42 19.75 15.75 3.16
Nikkei 225 176.23 2.29 7.54 19.01 17.38 1.73
HSI 3,264.50 3.16 15.05 14.39 12.69 3.23
SHCOMP 445.83 (2.58) (0.31) 16.90 13.67 1.76
ASX 4,338.32 (2.48) 5.11 20.59 16.40 4.04
TWI 332.71 1.83 16.47 15.72 14.18 3.62
KOSPI 2.06 6.34 22.85 17.19 10.19 1.52
SET 28.84 0.38 7.16 14.60 14.77 3.26
SENSEX 467.80 0.50 19.43 22.48 18.18 1.25
Russia RTS 1,087.59 (2.41) (5.62) 8.33 6.36 454
Mexico IPC 2,668.98 2.29 20.71 21.29 18.28 2.00
Bovespa 19,288.72 (6.06) 4.09 17.08 11.96 3.08
Median 1.83 10.21 19.01 15.24 2.66

Market Data

Commodities (USD)

Price as at 24/05/2017
Crude Oil 51.36
Gold 1000z 1,253.10

Source: Bloomberg
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Date Time Country Event Event Time Survey Prior
6/1/2017 us U.S. Federal Reserve Releases Beige Book

6/1/2017 us ISM Manufacturing May 55 54.8
6/2/2017 Europe PPI YoY Apr - 3.90%
6/2/2017 us Change in Nonfarm Payrolls May 178k 211k
6/2/2017 us Labor Force Participation Rate May - 62.90%
6/5/2017 China Caixin China PMI Services May - 51.5
6/6/2017 Europe Markit Eurozone Services PMI May F - 56.2
6/7/2017 Australia GDP YoY 1Q - 2.40%
6/8/2017 Japan GDP SA QoQ 1QF - 0.50%
6/9/2017 China CPI YoY May - 1.20%
6/10/2017 China Money Supply M2 YoY May - 10.50%
6/13/2017 us Monthly Budget Statement May - $182.4b
6/14/2017 China Retail Sales YoY May - 10.70%
6/15/2017 us FOMC Rate Decision (Upper Bound) Jun-14 1.25% 1.00%
6/15/2017 UK BOE Asset Purchase Target Jun - 435pb
6/16/2017 Europe CPI YoY May F - 1.90%
6/19/2017 Japan Trade Balance May - ¥481.7b
6/19/2017 Japan Exports YoY May - 7.50%
6/20/2017 Europe ECB Current Account SA Apr - 34.1b
6/21/2017 us MBA Mortgage Applications Jun-16 - -
6/21/2017 us Existing Home Sales May - 5.57m
6/23/2017 Europe Markit Eurozone Manufacturing PMI Jun P - -
6/26/2017 us Durable Goods Orders May P - -
6/27/2017 us S&P CoreLogic CS 20-City YoY NSA Apr - -
6/28/2017 us Pending Home Sales MoM May - -
6/29/2017 Europe Consumer Confidence JunF - -
6/29/2017 us Initial Jobless Claims Jun-24 - --
6/29/2017 us Continuing Claims Jun-17 - -
6/30/2017 Japan Industrial Production YoY May P - -
6/30/2017 UK GDP YoY 1QF -- --
6/30/2017 Europe CPI Core YoY Jun A - -
6/30/2017 us Personal Income May - -
6/30/2017 us PCE Core YoY May -- --

News Stories Highlights

Headlines

Asian shares hit two-year high after Fed signals gradual tightening

TOKYO Asian shares scaled two-year highs on Thursday while the dollar and U.S. bond yields slipped after the U.S. Federal Reserve
signaled a cautious approach to future rate hikes and the reduction of its $4.5 trillion of bond holdings.

Oil prices rise in anticipation of extended OPEC-led production cut

QOil prices rose by one percent ahead of an OPEC meeting on Thursday that is expected to extend output cuts into 2018, adding at
least nine months to an initial six-month cut in the first half of this year.

China's Downgrade Could Lead to a Mountain of Debt

With growing indebtedness at home, compounded by a slowing economy, there’s a risk of a “negative feedback loop,” said Khoon
Goh, head of Asia research for Australia & New Zealand Banking Group who sees state-owned enterprises and property developers
feeling the biggest impact. The downgrade will particularly hurt airlines and shipping companies.

ECB Leadership Doubles Down on Guidance as June Meeting Nears

Mario Draghi is leading a push to stamp out any speculation that the European Central Bank might raise interest rates before it ends
quantitative easing. The ECB currently says it expects rates to stay at current or lower levels until well after the end of quantitative
easing. Bond purchases are scheduled to run until at least the end of this year, and investors and economists are looking for hints that
the program will be tapered in 2018.



http://www.reuters.com/article/us-usa-trade-nafta-idUSKBN17S2DG?il=0
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US 10 years treasury yield
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Disclaimer

The information shown in this article is neither a recommendation, an offer, nor a solicitation for any investment product or service. Investment involves risk.
You should carefully consider whether any investment product or service mentioned herein is appropriate for you in view of your personal circumstances. Past
performance is no guide to future performance. Investors should refer to the individual product explanatory memorandum or offering document for further
details and risks involved. The price of investment products may move ups or downs. Losses may be incurred as well as profits made because of buying and
selling investment products.



