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Dear Clients,

| hope you are doing well. Recently, there are lots of announcements and news events occurring in China. Following our
recent webinar please a summary of the call and our latest views.

The recent government press conferences held over the past 3 weeks have generated a wide range of media and broker
comments. Some have expressed disappointment at the lack of clear numbers. Our perspective is different.

China Market Remains Oversold

* The central government has the strong willingness and monetary and fiscal capacity to stimulate the economy

-> issue long-term bonds and/or expand the PBOC’s balance sheet for:

Stabilizing the property market
Restructuring local governments’ debt I:> Focus on the bottom

Subsidizing consumers, especially for low income group

AN

Investing infrastructure

+ The incremental negative impact from US containing China is diminishing
* Low base impact of corporate earnings

¢ Valuations at the bottom

+  Huge liquidity on the sidelines

+ Style reversion from large cap SOE to mid cap high quality information technology and healthcare

Determined to adopt countercyclical measures
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1. The messages sent out from the press conferences by the NDRC, MOF, and MOHURD were strong indications that the
Chinese government is determined to stimulate the economy through counter-cyclical measures that include both
monetary and fiscal policies. The first step is to bring back confidence. While certain western media and investors may
be seeking specific stimulus figures, the government's current objective is to improve the financial conditions of lower
income households by reducing interest rates and securing their incomes. Simultaneously, efforts will be made to
refinance the balance sheets of lower tier cities in order to assist them in meeting their liabilities. We believe that the
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existing packages provided through both monetary and fiscal policies should be adequate to restore some confidence.
Reflating the economy will be a gradual process, with additional packages being released to stimulate the economy
later. Anticipating a single significant stimulus announcement is not aligned with the approach of the Chinese
government and would lead to disappointment. We expect an improvement in economic data towards the end of the
4Q extending into 2025.

2. The key to reflating the economy lies in rebuilding confidence among households and private sectors. We think the
Chinese government has the potential to increase spending by RMB 7 trillion (5% of GDP) in order to generate an
additional RMB 8 trillion in demand (6% of GDP) over the next 2-3 years to support growth (Bin Yuan estimates).

Expected Multi-Year Stimulus to Enhance both Liquidity and Demand

8.0 -
RMB trillion RMB 5 Tn = 4% GDP

New Demand Creation

7.0

6.0

RMB 8 Tn
= 6% GDP

3.0 RMB 1+ Tn = 1% GDP
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Property New Infrastructure Upgrade Consumer Welfare and Subsidy
_______________________________________________________ Gov Spending (Deficit)
RMB 5 Tn RMB 1 Tn RMB 1 Tn RMB 7 Tn = 5% ofGDP_ B
Financing Capability
PBOC BS Expansion Bank Government Leveraging
*  RMB 1tn with replenished
. RMB 7tn expansion room if reach capital . RMB 17tn leveraging room if
US levels (vs. GDP) *  10xleverage =RMB 10tn loan gov debt reach US level of
supply 113%

: Boost the confidence of the private sector and households 5
Investing for Better Life

1) Itis crucial to stabilize the property market by addressing issues such as unfinished buildings (requiring RMB 1-2
trillion), renovating shanty towns (requiring RMB 1 trillion), and providing affordable housing through land and
property acquisition from the market (requiring RMB 2-3 trillion) in order to support prices. Total government
spending may reach RMB 5 trillion to absorb the inventory, halt the decline of the market, and boost demand.
Given that property constitutes a significant portion of household wealth, this stabilization of property prices has
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a positive impact on confidence. These measures may generate new property-related demand of more than RMB
1 trillion.

2) Allocate an additional RMB 1 trillion towards upgrading new infrastructure to enhance global competitiveness
for companies and improve employment opportunities.

3) Subsidize low-income groups and invest in welfare to lift consumption and promote trade-in programs for
appliances and auto...etc. to boost consumption of middle-income class. The multiplier effect of subsidies (how
much dollar demand generated per every dollar subsidy) could be 5x or even higher when confidence recovers.
It is possible that government spending of RMB 1 trillion could generate RMB 5 trillion in new demand.

The efforts to restore confidence have already had a positive impact since September 24th, as evidenced by the surprising
increases in national holiday consumption.

National Holiday - Confidence Restoring

Long Queue to board the
ise ship, Beijing

Taiyuan, Shanxi .
Ice cream line,

Beijing

@ s .:E'PR| Luckin Coffee, Liabning
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3. The central government has articulated a strong willingness and has ample financing capabilities to support the
stimulus. The PBOC has significant room to expand its balance sheet, and the central government's balance sheet is in
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a very healthy state, allowing for increased leverage.

The People's Bank of China (PBOC) has implemented a prudent monetary policy in the three years following the Covid
pandemic, especially compared to the United States and historical trends. The ratio of central bank assets to GDP for China
and the US (green line) has decreased to historically low levels. If we were to adjust this ratio back to its historical average,
the Chinese central bank would have potential room to expand its balance sheet by USD 1.25 trillion (RMB 7 trillion).

Balance Sheet Expansion of Central Banks in China and US
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The Chinese government's balance sheet remains healthy compared to those of the US and Japan. The broadest measure
of debt to GDP ratio, which includes non-bond borrowings of local debt and quasi-government backed vehicles, stands at
100%, significantly lower than the US's 113% and Japan's 219%. Additionally, the central government holds assets in state-
owned enterprises, such as banks, with strong cash flow. The equity holdings of these SOEs amount to 50% of GDP. If the
Chinese government were to benchmark its leverage level against that of the US, the central government would have
room for RMB 17 trillion to bolster fiscal spending.
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Government Balance Sheet Healthier than US and Japan

Government Debt/GDP % by Countries

250

200 219

150 Broadest Debt Measure

. 100%

100 (includes non-bond
borrowings of local govt
and quasi govt backed

83 vehicles)

Vs.
SOEs Equity Holdings =
50+% of GDP

1995
1996
1997
1998
1999

w0
=
=
Y

2000
2001
2002
2003
2004
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022
2023

o
w

w—China —apan

Source: Bank for International Settlements, Wind, Bin Yuan Capital

@ _ signatory of The central government could enhance its leverage to bolster fiscal spending
BN wrman zpR|ras

CAPITA L L]

4
Investing for Better Life

4. The current market volatility indicate that investor liquidity remains on the sidelines and skepticism persists, suggesting
that the China market remains oversold. Substantial domestic liquidity could potentially flow into the equity market.
Over the past three years, there has been a net increase of RMB 30 trillion in household deposits (household deposits
minus household loans). If 25% of this amount was allocated to spending, it would equal more than 6% of GDP; if 25%
was allocated to the equity market, it would equal 10% of the floatable market cap. Any potential reversal of foreign
capital outflow is positive.

The market adjustment is healthy, which provides foreign investors with greater opportunities to build or initiate their
China exposure and capitalize on the uptrend.
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Potential Funding Source - Household Deposits Minus Household Loans

If 25% of the net increase is allocated to spending

= 6+% of GDP
70,000 billion RMB If 25% of the net increase is allocated to the equity market
= 10% of floatable market cap
60,000
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Foreigners Largely Sold Out of China Equities

Weekly Cumulative Net Fund Flows ( US$m) into China Equities by Active and Passive Funds
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Thank you all!
Ping and Team
Shanghai

October 21, 2024

Disclaimer

The information, materials and whatsoever releases, views or opinions (together the “Information”) contained herein are strictly for
information and general circulation only and do not have regard to the specific objectives, financial situation and particular needs of
any specific person. The Information does not constitute either an offer to sell or a solicitation of an offer to buy any interest in any
fund and strategy associated with Bin Yuan Capital.

The information contained herein is subject to revision and completion. The historical performance information included herein may
not be indicative of the performance of future results. Nothing contained herein should be relied upon by prospective investors as a
promise or representation as to the future performance.

This document is strictly for information and illustrative purposes only and should not be considered to be an offer, or solicitation of an
offer, to buy or sell any securities or funds or to enter into any investment agreements.

Bin Yuan Capital shall not be liable or responsible to you or any other party for any direct, indirect, consequential or incidental damages,
losses, expenses or costs whatsoever arising in connection with your access to this newsletter, or reliance on any Information, regardless
of the form of action.

According to the SFC climate-related disclosure requirement, please find our disclosure of Management and Disclosure of Climate-
related Risks by Fund Managers.
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