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Key Data

Z/;ODP Og'? 18% China: Macro-control Began to Show Effects

Pl 07 135 Currency reforms and macro-control show effects gradually. Yuan has appreciated by 0.7%
PPI 54 55 against the dollar since June 19 while import and export growth slows. Leading indicators
Retail Sales 155 18.0 and industrial added value suggest that China's economy cools which is in line with policy
Industrial Added Value 110 160 oy 0ctations. Real estate control policy began to show effects. House prices in 70 cities drop
Export -16.0 10.9 . . . .

Import 112 157 for the first time in 16 months and new construction area shows a clear downward trend. As
FAI 30.5 228  the expansion of aggregate demand slows down, CPI drops more than expected. Meanwhile,
EA&B Loans g;; gé '-[he declin.ing (_:ommodity prices drag d_own .the PPI grgwth, red.ucing the -possibili_ty of
1 yr Deposit Rate 205 252 imported inflation. Inflationary pressure is easing. We believe that inflation will peak in the
1yr Lending Rate 531 558 third quarter, given the complex economic situation, the probability of an interest rate hike
RMB Exchange Rate 6.83 6.62 in 2010 is lower.

Latest Data (June)

Industrial Added Value 13.7 United States: Long Way to Go for Full Recovery

:g?:li? é’;‘l’::tmem igg U.S. economy continues to recover, but given the slow recovery of the job market and
CPI 29 consumption growth, there is a long way to go for full recovery. Although the U.S.
PPI 6.4 unemployment rate in June fell to 9.5%, but the improvement is mainly due to the decline in
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labor force participation rate rather than new job opportunities. U.S. consumer sentiment has
rebounded, but is still lower than historical average. Since consumers are trying hard to
repay debt, consumer credit growth YoY continues to plumb. Due to the Euro zone's debt
crisis and domestic fragile economic recovery, U.S. may restart "quantitative easing" in the
near future. In view of the alleviating inflationary pressure and the low-standing capacity
utilization, Federal Reserve is very likely to hold key interest rate this year.

Europe: Economy Hovers at Trough
European manufacturing data is strong in July. PMI hits a 3-month high. However, PMI's

growth is mainly due to increased manufacturing activities in Germany. Growth in other
euro-zone countries remains sluggish. In terms of economic fundamentals, the European
unemployment rate stays high; investment remains at low level; inventory cycle began to
peak down while tightening credit is still in place. CEBS stress test in July can actually be
used as a tool to communicate effectively to the market. Unfortunately, the almost-perfect
result is hard to be convincible. Until the implementation of effective systemic reform plan,
the European economy cannot easily get out of the downturn.
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