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4 China’s National People’s Congress (NPC) reiterated a progressive
policy normalisation with no major shifts in fiscal or monetary policy,
setting minimum GDP growth target at 6% year-on-year.
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Key highlights of the China’s National People’s Congress (5-11 March 2021)

» Aim for quality growth — This year’s GDP growth target is set at minimum 6% with an aim to support
employment, smaller firms and longer-term development strategies under the new five-year plan.

* Monetary policy is about balancing growth with macro risks — The main goal is to improve credit support
and better transfer into the real economy. Total social financing and M2 are projected to grow 11% and 9%
y-0-y, respectively, while the 1-year Loan Prime Rate is likely to stay at 3.85%. Short-term funding rates (the
7-day interbank repo rate as a proxy) will remain stable and the 10 to 30-year central government bond curve
is expected to flatten. To manage systemic risk, there will also be a tighter regulation on the Fintech industry.

* Fiscal policy to stay accommodative:

- Fiscal deficit narrows from 3.7% of GDP in 2020 to 3.2% this year;

- Phasing out reduction on social security fees but keeping tax fee cuts for SMEs and manufacturing
enterprises, e.g. 50% income tax cut for firms and self-employed individuals with a taxable income below
RMB1m p/a;

- Tax deduction on manufacturing firms’ R&D costs to raise from 75% to 100%;

- The quota for special local government bonds will be set at RMB3.65trn to fund infrastructure, industrial
zone construction and environmental protection projects, as well as affordable rental housing projects.

* More measures to support the FYP
- Innovation-driven growth: Increase the central government funding for basic research by 10.6% this year.
Spending on this area should increase from 6.2% in 2020 to 8% of total R&D over the next 5 years;
- Dual Circulation: Create at last 11m urban jobs plus RMB55.9bn in employment subsidy;
- Technology upgrade: Focus on applications related to digitisation, usage of advanced machinery
(including robotics) and green manufacturing. Target for 5G to reach 56% consumer penetration rate by
2025.

» Green policy — To achieve carbon emissions peak by 2030 and carbon neutrality by 2060 as outlined in the
five-year plan. The government will invest more into renewable energy and new energy vehicles.
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Investment implications

We remain overweight China equities and bonds — Chinese stocks are expected to remain a cyclical
outperformer, supported by strong economic growth, domestic demand and accommodative policy. The mix of

monetary and fiscal policy also keeps liquidity adequate.

We have added more exposure to cyclical sectors — We prefer industries that are direct and indirect
beneficiaries of the new FYP. The focus on innovation and spending on basic research will benefit local industry

leaders in the high-tech hardware and components, robotics and automation, smart manufacturing, artificial

intelligence, 5G communications, etc. The infrastructure projects for digitisation and public services should also
support the e-commerce, discretionary and service consumption.

The rise in household income will continue to favour consumption in China, especially companies with strong
brands and strong market positioning along the supply chain of consumer goods.

The green policy brings investment opportunities in renewable energy operators, grid and transmission,

energy storage, and new energy vehicle supply chains.

China’s key economic targets for 2021

2021 target 2020 actual 2020 target

Real GDP growth >6% 2.3% No target

Urban job creation >11m 11.86m >9m

Registered urban No mention 4.24% ~5.5%

unemployment rate

Surveyed urban <5.5% 5.2% ~6%

unemployment rate

CPI ~3% 2.5% ~3.5%

M2 growth Consistent with nominal 10.1% Much higher than 2019
GDP growth

TSF growth Consistent with nominal 13.30% Much higher than 2019
GDP growth

Fiscal deficit (RMB) RMB3.57trn RMB3.76trn RMB3.75trn

Fiscal deficit, % of GDP | 3.2% 3.7% >3.6%

Source: Government Work Report 2020 and 2021, CEIC, HSBC Private Banking as of 8 March 2021.

Past performance is not a reliable indication of future performance. For illustrative purpose only.
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Disclaimer

This document or video is prepared by The Hongkong and Shanghai Banking Corporation Limited ((HBAP’), 1 Queen’s Road Central, Hong Kong. HBAP is incorporated in Hong Kong and is part of
the HSBC Group. This document or video is distributed and/or made available by HSBC Bank Canada (including one or more of its subsidiaries HSBC Investment Funds (Canada) Inc. (‘HIFC’),
HSBC Private Wealth Services (Canada) Inc. (HPWS’), HSBC InvestDirect division of HSBC Securities (Canada) Inc. (‘HIDC’)), HSBC Bank (China) Company Limited, HSBC Continental Europe,
HBAP, HSBC Bank (Singapore) Limited, HSBC Bank Middle East Limited (UAE), HSBC UK Bank Plc, HSBC Bank Malaysia Berhad (127776-V)/ HSBC Amanah Malaysia Berhad (807705-X),
HSBC Bank (Taiwan) Limited, HSBC Bank plc, Jersey Branch, HSBC Bank plc, Guernsey Branch, HSBC Bank plc in the Isle of Man, HSBC Continental Europe, Greece, and The Hongkong and
Shanghai Banking Corporation Limited, India (HSBC India) (collectively, the “Distributors”) to their respective clients. This document or video is for general circulation and information purposes only.

The contents of this document or video may not be reproduced or further distributed to any person or entity, whether in whole or in part, for any purpose. This document or video must not be
distributed in any jurisdiction where its distribution is unlawful. All non-authorised reproduction or use of this document or video will be the responsibility of the user and may lead to legal
proceedings. The material contained in this document or video is for general information purposes only and does not constitute investment research or advice or a recommendation to buy or sell
investments. Some of the statements contained in this document or video may be considered forward looking statements which provide current expectations or forecasts of future events. Such
forward looking statements are not guarantees of future performance or events and involve risks and uncertainties. Actual results may differ materially from those described in such forward-
looking statements as a result of various factors. HBAP and the Distributors do not undertake any obligation to update the forward-looking statements contained herein, or to update the reasons
why actual results could differ from those projected in the forward-looking statements. This document or video has no contractual value and is not by any means intended as a solicitation, nor a
recommendation for the purchase or sale of any financial instrument in any jurisdiction in which such an offer is not lawful. The views and opinions expressed herein have been sourced from
HSBC Global Asset Management at the time of preparation, and are subject to change at any time. These views may not necessarily indicate HSBC Global Asset Management's current
portfolios’ composition. Individual portfolios managed by HSBC Global Asset Management primarily reflect individual clients’ objectives, risk preferences, time horizon, and market liquidity.

The value of investments and the income from them can go down as well as up and investors may not get back the amount originally invested. Past performance contained in this document or
video is not a reliable indicator of future performance whilst any forecasts, projections and simulations contained herein should not be relied upon as an indication of future results. Where
overseas investments are held the rate of currency exchange may cause the value of such investments to go down as well as up. Investments in emerging markets are by their nature higher risk
and potentially more volatile than those inherentin some established markets. Economies in emerging markets generally are heavily dependent upon international trade and, accordingly, have
been and may continue to be affected adversely by trade barriers, exchange controls, managed adjustments in relative currency values and other protectionist measures imposed or negotiated by
the countries with which they trade. These economies also have been and may continue to be affected adversely by economic conditions in the countries in which they trade. Investments are
subject to market risks, read all investment related documents carefully.

This document or video provides a high level overview of the recent economic environment and has been prepared for information purposes only. The views presented are those of HBAP and are
based on HBAP's global views and may not necessarily align with the distributors’ local views. It has not been prepared in accordance with legal requirements designed to promote the
independence of investment research and is not subject to any prohibition on dealing ahead of its dissemination. It is not intended to provide and should not be relied on for accounting, legal or
tax advice. Before you make any investment decision, you may wish to consult a financial adviser. In the event that you choose not to seek advice from a financial adviser, you should carefully
consider whether the investment productis suitable for you. You are advised to obtain appropriate professional advice where necessary.

We accept no responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be reliable but which have not been independently
verified.

Important Information about HSBC Global Asset Management (Canada)Limited (“AMCA”)

HSBC Global Asset Management is a group of companies that are engaged in investment advisory and fund management activities, which are ultimately owned by HSBC Holdings plc. AMCA is a
wholly owned subsidiary of, but separate entity from, HSBC Bank Canada.

Important Information about HSBC Investment Funds (Canada) Inc. (“HIFC”)

HIFC is the principal distributor of the HSBC Mutual Funds and offers the HSBC Pooled Funds through the HSBC World Selection Portfolio service. HIFC is a subsidiary of AMCA, and indirect
subsidiary of HSBC Bank Canada, and provides its products and services in all provinces of Canada except Prince Edward Island. Mutual fund investments are subject to risks. Please read the
Fund Facts before investing.

Important Information about HSBC Private Wealth Services (Canada) Inc. (“HPWS”)

HPWSiis a direct subsidiary of HSBC Bank Canada and provides services in all provinces of Canada except Prince Edward Island. The Private Investment Management service is a
discretionary portfolio management service offered by HPWS. Under this discretionary service, assets of participating clients will be invested by HPWS or its delegated portfolio
manager in securities, including but not limited to, stocks, bonds, pooled funds, mutual funds and derivatives.

Important Information about HSBC InvestDirect (HIDC)

HIDC is a division of HSBC Securities (Canada) Inc., a direct subsidiary of, but separate entity from, HSBC Bank Canada. HIDC is an order execution only service. HIDC will not conduct
suitability assessments of client account holdings or of the orders submitted by clients or from anyone authorized to trade on the client’s behalf. Clients have the sole responsibility for their
investment decisions and securities transactions.

We accept no responsibility for the accuracy and/or completeness of any third party information obtained from sources we believe to be reliable but which have not been independently
verified.

THE CONTENTS OF THIS DOCUMENT OR VIDEO HAVE NOT BEEN REVIEWED BY ANY REGULATORY AUTHORITY IN HONG KONG OR ANY OTHER JURISDICTION.

YOU ARE ADVISED TO EXERCISE CAUTION IN RELATION TO THE INVESTMENT AND THIS DOCUMENT OR VIDEO. IF YOU ARE IN DOUBT ABOUT ANY OF THE CONTENTS OF
THIS DOCUMENT OR VIDEO, YOU SHOULD OBTAIN INDEPENDENT PROFESSIONAL ADVICE.

© Copyright 2021. The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED.

No part of this document or video may be reproduced, stored in a retrieval system, or transmitted, on any form or by any means, electronic, mechanical, photocopying, recording or otherwise,
without the prior written permission of The Hongkong and Shanghai Banking Corporation Limited.
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