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In 2024, Chinese stock market had a strong comeback with MSCI China and SHCOMP up 16.3% and
9.6% (USD term) respectively, reverted a three year downward trend. Nonetheless, the process has
been rather volatile with market crash in first quarter and sharp rallies with large fall in mid-April to mid-
May and end of Sept (especially). Sharp market swings, large style shift, and policy unambiguity (before
October), along with deteriorating fundamentals, made it very difficult to invest (and outperform
benchmark).

However, we believe September policy shift is momentous, which signalled a deliberate effort from the
top leaders to address the key challenges: revert deflationary narrative, stabilize asset prices and bring
back confidence. The policy makers finally become more proactively reoriented the deleveraging
campaign on local government debt (debt swap) and property. Those are very difficult tasks but not
impossible. China’s current problems (including deflationary pressure) are somewhat similar to the
combination of mid-late nineties’ debt and fiscal transition and mid 2010’s over-capacities and property
weakness. China should know the formula how to get out of those problems, if they decide to do.
CHINA PPI

Source: Bloomberg, data from November 1993 to November 2024.
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Since September, we have seen a wave of policies. The PBoC has been more decisive on policy easing
and has created more policies tools to stabilize asset prices and allow rates to move down significantly.
Yet, monetary policies are important, but as old monetary/credit transmission mechanism which have
been property and local government spending centric is partly crippled, fiscal policies (especially on
property and consumption) become more important. Top ministries (including MOF, NDRC, MOHURD,
etc.) have all come out delivering policies guidance on supporting economy. After a round of policy roll-
out, we started to see some green shoots. We see some initial stabilization of the housing sector owing
to stimulus and policy triggered pent-up demand. Retail sales growth picked up partly thanks to the
trade-in program.

In 2025, we expect more local government special bond to be utilised on land inventory purchase and
more PSL to utilized on monetary resettlement (to digest excess inventory). And likely we will see more
policies on consumption support (from expanding trade-ins programs and other services related
consumptions) and job creation from/after Two Sessions next year. We are could also expect more
policies on encouraging child-birth, expanding equipment replacement, pull-in more national level major
infrastructure projects (not property related), social welfare transformation from central government.
Particularly, in order to see more sustainable growth, we still hope to see more structural reforms
particularly in areas that improve the basic public service system and allocate effective investment
toward "soft infrastructure" projects closely tied to people’s daily lives and social safety net, to bring
confidence for consumption spending and growth transformation.
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Nonetheless, to transform from an investment/manufacturing driven economy to a consumption/welfare-
oriented economy is a long-term goal and is not an easy task to achieve in near term. In 2025, we still
expect promoting emerging industries to climb up technology tree and supporting domestic substitution
remain policies priorities. Among them, Al+ we think is the most important one (along with
semiconductor), after EV and new energy push in the past 5 years. We have seen China’s Al
development catching up fast after US despite US policy restrictions. MAU of Bytedance’s Doubao APP
has reached 60mn by Nov. 2024 (2nd to Open Al), and DeepSeek V3 has surpassed GPT-40 in key
metrics. China has been very efficient in application innovation.

Yet, one of the biggest overhangs in near term, is the tariff and US policies, given we are likely to see a
most consolidated and most China hawkish US admin, and currency has been one of the main concerns
from the market. However, we think Chinese policy makers are more prepared this time with more policy
combo (including more open-up and divert trade to non-US market, etc.) instead of solely relying on
currency, hence could be less than market has feared. Despite of rebound in 2024, China equity market
remains attractive (especially with strong support from policies makers on the downside).

MSCI CHINA FORWARD P/E
Source: MSCI, 26 November 2024,
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INTEREST RATE DIFFERENTIAL MAKE EQUITIES ATTRACTIVET
Source: CSI, 26 November 2024,
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Disclaimer

This document contains the opinions of Mirae Asset Global Investments (Hong Kong) Limited (“MAGIHK”) and is intended for your use only.

Itis not a solicitation, offer or recommendation to buy or sell any security or other financial instrument and shall not constitute any form of regulated financial advice, legal,
tax or other regulated service. Information contained herein has been obtained from sources believed to be reliable, but is not guaranteed. MAGIHK makes no
representation as to their accuracy or completeness and therefore do not accept any liability for a loss arising from the use of this document.

Investment involves risk. Forecasts, past information and estimates have certain inherent limitations. Statements concerning financial market trends or portfolio strategies
are based on current market conditions, which will fluctuate. There is no guarantee that these opinions are suitable for all investors and each investor should evaluate
their ability to invest for the long term, especially during periods of downturn in the market. Outlook and strategies are subject to change without notice.

Past performance information presented is not indicative of future performance. Before making any investment decision, investors should read the fund’s offering
document for further details including the risk factors. Investors should ensure they fully understand the risks associated with the applicable investment and should also
consider their own investment objective and risk tolerance level. Investors are advised to seek independent professional advice if in doubt.

Issuer: Mirae Asset Global Investments (Hong Kong) Limited (Licensed by the Securities and Futures Commission for Types 1, 4 and 9 regulated activities under the
Securities and Futures Ordinance). This document has not been reviewed by the Securities and Futures Commission or the applicable regulator in the jurisdiction which
this article is posted and no part of this publication may be reproduced in any form, or referred to in any other publication, without express written permission of MAGIHK.
Authors: Xinyi Sun (Licensed by the Securities and Futures Commission for Types1, 4 and 9 regulated activities under the Securities and Futures Ordinance), and Yimin
Huang (Licensed by the Securities and Futures Commission for Types 1and 4 regulated activities under the Securities and Futures Ordinance)The authors and their
associate(s) do not hold the securities/fund mentioned in the article. COM-2024-09-05-HK-R-MK_CoveredCall
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