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ChinaPulse: Incremental policy easing,
awaiting demand response

Key Points:

=  Domestic demand remained weak in August despite resilient industrial activity.

=  Policy implementation appears to be accelerating, but its impact has yet to
materialize. Meanwhile, recent property reforms should strengthen the sector’s
long-term fundamentals but may create near-term headwinds for sector’s activities.

= The pace of fiscal and quasi-fiscal support, together with the implementation of
key projects such as the “Six Networks”, will be critical in determining whether
domestic demand can achieve a sustained recovery. We expect ongoing policy
support and accelerated project execution to help stabilize investment in Q4.

=  We remain constructive on the RMB, supported by China’s strong trade surplus
and positive sentiment toward the technology sector. We continue to expect
USD/CNY to reach 6.65 by Q4, although risks remain two-sided.

China's August activity data remained broadly soft, reinforcing the picture of weak
domestic demand. Retail sales growth slowed to 0.4%yoy, while fixed-asset
investment (FAI) growth deteriorated further to -7.2%yoy YTD. The property sector
remained a key drag on activity, with real estate investment contracting 19.9%yoy YTD
and home prices continuing to decline. The main bright spot was industrial production,
where its growth accelerated mildly to 5.2%yoy, supported by robust expansion in high-
tech manufacturing and equipment-making industries.

Financing demand in August indicated a consistent picture of weak domestic demand:
growth of the stock of aggregate financing slowed to 7.2%; household loans contracted
for the second consecutive month, corporate loan growth slowed, government bond
issuance lagged, and the stabilizing effect of quasi-fiscal instruments was not
pronounced. Overall, the August data suggested that while supply-side activity
remained relatively resilient, domestic demand and the property sector continued to
face significant headwinds. And the sluggish pace of government bond financing and
lack of the stabilizing effect of quasi-fiscal instruments helped to explain part of
weakness in data.

Entering September, there are marginal improvements in certain high-frequency
indicators including cement outbound shipments, direct cement supplies for
infrastructure projects, and concrete delivery volumes. This may may reflect an
acceleration in policy implementation. The deployment of the 800-billion-yuan new
policy-oriented financial instrument began in early September across regions including
Zhejiang, Yunnan, Sichuan, Hubei, and Xinjiang. Designed to supplement the capital
for key projects, these funds are expected to leverage a total investment of
approximately 10 trillion yuan.

Looking forward, both the pace and degree of fiscal and quasi-fiscal support, and the
pace of implementations of projects, including the “Six Networks”, remain the critical
factor determining whether domestic demand and household/corporate expectations
can undergo a sustained recovery. Implementing the existing policies, together with
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the sizeable unutilized government bond quota for the remainder of the year, should
help provide some support to stabilize fixed-asset investment growth in Q4.

Property policy reforms: transitional drag on activities, long-term structural
benefits

On 28 August, MOHURD, the PBOC, the NFRA and other government agencies jointly
unveiled a comprehensive package of property sector measures covering housing
sales, credit and developer financing. Beyond stabilizing the housing market in the
near term, the package is primarily aimed at establishing a new long-term development
model for the sector. Key initiatives include promoting completed-home sales to reduce
delivery risks, extending the maximum mortgage tenor from 30 to 40 years,
strengthening supervision of pre-sale funds, and modifying mortgage fund
disbursement arrangements to better align with project completion and delivery
requirements. On the developer front, policymakers are seeking to shift the financing
model away from one predominantly reliant on developers' corporate creditworthiness
toward a project-based framework that emphasizes the underlying viability and cash-
flow prospects of individual developments. Meanwhile, major cities including Beijing
and Shanghai have further relaxed home purchase restrictions and expanded housing
support measures.

We view the latest property measures as positive for the sector's long-term
development, as they should help restore homebuyer confidence and reduce delivery
risks. However, the reforms may create some near-term headwinds for property activity.
The shift toward completed-home sales, tighter supervision of pre-sale funds, and
revised mortgage disbursement arrangements are likely to increase developers'
working capital requirements and slow cash-flow turnover. The data showed that as
much as 73% of the new home sales were pre-sales in 2025, declining from the recent
peak of 91% in 2021. The shift could weigh on land acquisitions, housing starts and
property investment, particularly among financially weaker private developers, during
the transition period as the sector adjusts to a less leveraged and less pre-sale-
dependent development model.

Details of August macro data are as follows:
Retail sales declined in August

August retail sales of consumer goods disappointed the market with a mild 0.4%yoy
growth, down from 0.6%Yyoy previously. On a sequential basis, retail sales declined by
0.13%mom after being broadly flat in July, underscoring still-weak consumer demand.
In YTD term, the retail sales of consumer goods grew merely by 1.1%yoy in August,
and that of services also softened slightly to 4.9%yoy.

By product category for above-designated-size enterprises, we noted a significant
growth decline for gold, silver and jewellery by 7.4ppts to -17.5%yoy despite higher
gold and silver prices in August, likely highlighting consumer turning even more
cautious on discretionary spending. Meanwhile, the contraction in automobile sales
deepened, with growth slowing to -18.5%yoy. On the other hand, communication
appliance (e.g., mobile phones) retail sales were robust with growth accelerating to
27.3%yoy, which higher chip prices likely have played a part. Lastly, household electric
& video appliance reversed to a positive growth of 2.3%yoy.

Broad-based weak FAI across manufacturing, infrastructure and private sector,
while growth of high-tech FAI continuing accelerating

FAI declined further in August, although the pace of contraction eased to -0.5%mom
from -1.4%mom in July. On a year-to-date basis, overall FAI growth deteriorated further
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to -7.2%yoy from -6.7%yoy, highlighting continued weakness beyond the real estate
sector. The slowdown remained broad-based across manufacturing, infrastructure and
private-sector investment. Manufacturing FAI growth weakened to -2.3%yoy YTD,
although investment in computer, communication and other electronic equipment
continued to strengthen, with growth accelerating to 8.1%yoy. Infrastructure
investment showed little sign of stabilization, with growth declining further to -4.0%yoy.

A notable bright spot was equipment purchase investment, where growth accelerated
to 9.3%yoy, likely reflecting the ongoing technology upcycle and capacity upgrades.
High-tech industry investment continued to outperform, with FAI growth edging up by
0.2ppt to 5.2%yoy.

By ownership, both state-owned and private enterprises remained cautious on capital
spending. Private-sector FAI fell by more than 10%yoy YTD, while FAI growth among
state-owned enterprises deteriorated further to -3.6%yoy YTD.

Stress on property market likely to remain in near term with the recent policies

In year-to-date terms, August property sector data still showed no sign of stabilization,
with property investment growth declining further to -19.9%yoy, and growth of other
major indicators remaining deep in negative territory with further deterioration in floor
space started, floor space completed and floor space sold in the month. And, home
prices continued to decline by a similar pace for secondary home (-0.31%mom) and
new home (-0.17%mom), compared with their respective prices in prior month.

Among the 70 cities surveyed by the NBS, price declines remained more widespread
in the secondary market, where 62 cities recorded monthly declines, compared with 49
cities in the new-home market. By city tier, Tier-1 cities continued to outperform,
extending their nascent price recovery and demonstrating greater resilience than
lower-tier cities.

IP growth remained resilient, supported by strong exports

August IP accelerated more than expected from 4.5%yoy to 5.2%yoy, compared to
market estimates of 4.8%yoy. Sequential change strengthened to 0.5%mom after a
muted change in prior month weighed by extreme weather. The growth recovery was
seen in mining and manufacturing sectors though the utilities (electricity, heat, gas and
water) growth remained largely flat at 4.9%yoy.

While overall manufacturing recovered, the sector breakdown showed a mixed
dynamics, with higher growth seen in chemical material & product, pharmaceutical
sectors while slightly weaker growth in non-ferrous metal smelting & pressing and
certain equipment-making sectors, for instance. Nevertheless, equipment-making
sectors remained the key pillar of growth for IP with each of them growing above the
headline growth. Beyond that, high-tech manufacturing sector maintained a robust
double-digit growth of 16.7%yoy.

Continued exports strength supported by both tech and non-tech goods

China’s August exports grew by 25.0%yoy, marking a 1.1ppts acceleration from prior
month. Tech product (i.e., chips and automatic data processing machines and parts)
growth accelerated to more than 100%yoy. In particular, chips exports grew by
130%yoy, driven by a significant 150%yoy increase in the unit chip price. Meanwhile,
non-tech products also performed well with fourth consecutive month of low-teen to
high-teen y-o-y growth, helped by firm demand for certain mechanical and electrical
products beyond tech (e.g., general machine, motor vehicle) and demand recovery for
labour-intensive products (e.g., plastic, furniture).

By destinations, ASEAN remained the biggest growth contributor among major exports
destination with strong growth at 30%yoy despite some moderation from prior month.
Notably, exports to US increased sizably by 34%yoy but mainly due to low-base effect,
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with the exports level largely same as prior month. Elsewhere, growth of exports to EU
softened by 9.3ppts to 6.6%yoy and that to Africa up by 12.7ppts to 30.9%yoy.

For imports, tech products alone accounted for 19.7ppts of the headline 28.2%yoy
growth in August, further expanding from 17.9ppts in prior month. Notably, non-tech
products imports growth softened further by 1.6ppts to 10.4%yoy, which may be partly
explained by the still-weak domestic demand in the economy.

Energy supply shock-driven inflation pick-up in August

August inflation data suggested that higher energy prices were feeding through the
economy again despite the still-low inflation backdrop. PPI inflation reaccelerated to
3.8%yoy, exceeding market expectations of 3.6%yoy. On a sequential basis, producer
prices rose 0.4%mom after two consecutive months of declines. The rebound was
driven primarily by a 6.1%mom increase in petroleum and natural gas extraction prices,
while downstream refined products prices rose by 3.5%mom. In addition, prices for
non-ferrous metal smelting & pressing, including copper and aluminum, returned to
growth, increasing 0.8%mom. Looking ahead, the key area to monitor is consumer
goods PPI, which recorded a meaningful price recovery of 0.2%mom in August, led by
durable goods prices. This may signal an early improvement in downstream pricing
power and domestic demand conditions.

Meanwhile, headline CPI inflation increased by 0.3ppts to 0.8%yoy in August, broadly
in line with market consensus expectations. According to NBS, this pickup was mainly
driven by higher energy price inflation, which accelerated from 0.6%yoy to 4.1%yoy,
and contributed additional 0.24ppts to headline CPI in August compared to prior month.
The rise in gold, computer and mobile phone prices in August also supported the higher
inflation print. Notably, core CPI inflation (excluding food and energy) reversed its
recent downtrend and edged up 0.1ppts to 1.0%yoy. Services CPI inflation remained
soft at 0.8%yoy.

Weak financing demand implied by lower aggregate financing growth in August

The stabilization in aggregate financing growth proved short-lived in July, with growth
of stock slowing by 0.2ppts to 7.2%yoy in August, driven by weaker loan demand and
slower pace of government bond issuance. New increased aggregate financing
amounted to RMB 1.66tn, down RMB 0.9tn from same month last year. New increased
corporate bond financing remained the bright spot with the net issuance rising to RMB
271bn from RMB 134bn last year but failed to offset the overall weakness.

New increased bank loan was RMB 60bn in August, roughly 10x smaller than same
period last year. Household deleveraging was clearly seen with net loan repayment
across short-term to medium & long-term loans, whereas corporates loan demand also
remained subdued with small new increase in medium- & long- term loan.

Gauging corporates’ longer term financing demand more broadly, the combined new
increased corporate medium & long-term loan, bond and equity financing roughly
matching the size in August last year at RMB 655bn, signalling the investment appetite
may not have weakened as much as suggested by loan data alone.

Lastly, M2 growth edged lower to 7.5%yoy whereas M1 met market consensus of a
marginally higher 4.1%yoy growth.

Looking ahead, we expect a concentrated bond issuance in September and Q4 to
utilize the remaining 37% annual bond quota or equivalent to RMB 5.1tn, which is
roughly RMB 1.5tn higher than the remaining quota left same period last year.
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USD/CNY: Remain constructive on CNY

Month-to-date, CNY remained resilient against US dollar even as DXY index gained
slightly partly driven by market repricing toward more Fed rate hikes following the US
August CPI release. CNY'’s recent performance has remained more resilient than what
China’s weak economic fundamentals would suggest. CNY’s resilience has been
supported by the large trade surplus due to strong exports, and positive sentiment on
China’s strength on tech. That said, the large negative China-US yield differential and
subdued domestic growth momentum are likely to continue limiting the scope for
sustained RMB appreciation. We continue to see USD/CNY to reach 6.65 by Q4.

We see risks to our USD/CNY view in both directions. Upside risks stem from a slower
pace of frontier Al model development, as advocated by some US technology leaders,
or a broader cooling in the Al investment cycle. Such developments could weaken
demand for China's technology exports and weigh on sentiment toward Chinese
technology equities, both of which have benefited from the Al boom. A stronger-than-
expected USD would also pose upside risks to USD/CNY. On the downside, stronger-
than-expected fiscal support and faster project implementation in China could improve
growth expectations and provide support for the RMB. In addition, renewed concerns
over US fiscal sustainability could trigger broader USD weakness. More generally, the
interaction between key USD drivers, including the Fed's policy path, US fiscal
dynamics and energy prices, likely to create heightened volatility in the USD/CNY pair.

Couple recent policies:

On 21 August, at a SCIO press conference on the 15th FYP, Vice Finance Minister
and other officials outlined measures to strengthen domestic demand through the
optimization of fiscal-financial coordination policy (RMB 100bn special fund was set up
early this year). Effective from 1 August, the package broadens subsidy eligibility to
include new working capital loans for private MSMEs and all forms of credit card
installment spending for personal consumption, while also expanding participating
institutions and raising loan subsidy caps for businesses and consumers. Officials
noted that the six programs under this policy have already generated more than
RMB20tn of new lending to targeted sectors in the first seven months of the year, up
4.5%yoy. The MoF also pledged to speed up local government bond issuance and
improve project preparation management. Looking ahead, officials signalled further
policy measures related to fiscal-financial coordination policy in 2H, while maintaining
flexibility to provide additional policy support if economic conditions weaken.

Early September, the launch of the new RMB 800bn policy-based financial instrument
should support project construction and infrastructure investment going forward. State
media reported that the first batch of funds has been allocated to projects spanning
green development, new energy, and new materials. As the funds are used to
supplement project equity capital, they can help unlock bank lending and attract private
investment. Based on the roughly 14x multiplier achieved by last year's RMB 500bn
program, the increase in scale to RMB 800bn this year could potentially support more
than RMB10tn of total investment. Unlike the previous round, the Ministry of Finance
will also provide a 1.5% interest subsidy to participating private MSMEs, which could
offer some support to private FAI. Nevertheless, the investment boost from these
projects will be spread over many years given the long implementation timeline of such
projects.

On 6 September: The MoF is injecting RMB 300bn into eight financial institutions,
through the planned issuance of special central government bond, as announced in
March NPC. The funds are intended to replenish the core tier-1 capital of these
institutions, providing buffers against unexpected losses and at the same time
providing more space for some major banks to channel funds into targeted sectors in
line with national priorities.
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CHINA’S TRADE SURPLUS REMAINED ROBUST
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TECH EXPORTS GROWTH CONTINUED TO RISE
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PRICE-DRIVEN SHARP GROWTH IN CHIPS EXPORTS
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CHINA'S EXPORTS TO US HAS NOT FULLY RECOVERED
TO PRE-TRUMP 2.0 LEVEL, AND MAY NEVER WILL
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HIGHER ENERGY PRICES PUSHED UP CPI AGAIN
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CONSUMER GOODS PPl GAINED NOTABLY IN AUGUST
China's PPI: Consumer Goods

XX P o P P PP
O

Source: CEIC, Bloomberg, MUFG GMR.

(®) MUFG



CORPORATE INVESTMENT APPETITE IS NOT AS BAD
AS WHAT LOAN DATA ALONE SUGGESTS
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OVERALL CONSUMPTION GROWTH IS SOFTENING IN
Q3 THUS FAR
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EQUIPMENT-MAKING SECTORS ARE SUPPORTING IP
GROWTH
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ROBOTS AND CHIPS PRODUCTIONS ARE ROBUST
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THE FAI IN MOST OF EQUIPMENT-MAKING SECTORS
HOLDING UP BETTER THAN OTHER SECTORS
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SIXTH CONSECUTIVE MONTH OF FAI CONTRACTION
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DEVELOPERS REMAINED RELIANT ON PRE-SALES
HOME FOR REVENUE
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A VERY MILD PROGRESS STILL, WITH MORE CITIES
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CSI1 300 INDEX AND 10Y CGB YIELD MOVING LOWER IN

2H THUS FAR
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SUMMARY OF CHINA ECONOMIC DATA

Aug-26 Jul-26 Jun-26 May-26 Apr-26 Mar-26 Feb-26

GDP

Value, RMB bn 36,151 33,419

%yoy (real) 4.3 5.0

%qoq (real), sa 0.9 1.3

%yoy (nominal) 5.9 4.9
Contribution to GDP growth

Final Consumption Expenditure 1.9 23

Gross Capital Formation 1.5 1.9

Net Export of Goods and Service 0.9 0.8
Surveyed unemployment rate, % 5.3 5.2 5.0 5.1 5.2 54 5.3
Industrial Production

%yoy ytd 5.3 53 54 54 5.6 6.1 6.3

%yoy 5.2 45 53 4.5 4.1 57 6.3

Y%mom 0.54 0.11 0.76 0.40 0.05 0.28 0.76
Retail sales

%yoy ytd 1.1 1.2 1.3 1.4 1.9 24 28

%yoy 0.4 0.6 1 -0.6 0.2 1.7 2.8

Y%omom -0.13 0.01 0.4 -0.1 -0.23 0.12 0.27
Fixed asset investment, %yoy ytd

Total -7.2 -6.7 -5.7 -4.1 -1.6 1.7 1.8

Domestic Enterprise -7.1 -6.4 -5.5 -3.9 -1.3 21 21

Manufacturing -2.3 -1.7 -1.2 -0.4 1.2 4.1 3.1

Tertiary Industry: Real Estate -20.4 -18 -15.9 -13.4 -10.6 -10.7

Infrastructure -4 -3.6 -24 0.6 4.3 8.9 1.4

Yomom -0.50 -1.37 -0.10 -0.99 -2.52 -0.99 0.30
Real Estate, %yoy ytd

Property Investment -19.9 -19.2 -18 -16.2 -13.7 -11.2 -11.1

Building Sold(value) -13.7 -13.8 -14.2 -13.9 -14.9 -17.0 -20.2

Floor Space Sold(area) -13.0 -12.7 -12.5 -11.3 -10.6 -10.7 -13.5

Floor Space Started (area) -24.9 -24.2 -23.5 -22.7 -22.1 -20.2 -23.1

Floor Space under Construction(area) -12.8 -12.7 -12.5 -12.2 -12.1 -11.7 -11.7
Residential property Price, %yoy ytd avg -0.1 -0.5 -1.4 -2.2 -3.9 -6.2 -6.9
Trade

Export(USD), %yoy 25 23.9 27.0 19.4 141 25 39.6

Import(USD), %yoy 28.2 275 36.0 274 253 27.8 13.8

Trade Balance, USD bn 119.1 112.3 125.6 105.4 84.8 51.1 91.0
PMI

Composite 49.5 49.3 50.6 50.5 50.1 50.5 49.5

Manufacturing 49.8 49.2 50.3 50 50.3 50.4 49.0

Non-manufacturing 49 49 50.2 50.1 49.4 50.1 49.5
Inflation

CPl, %yoy 0.8 0.5 1 1.2 1.2 1 1.3

Core CPl, %yoy 1 0.9 1 1.1 1.2 1.1 1.8

CPl, %emom 0.4 -0.1 -0.3 -0.1 0.3 -0.7 1

PP, %yoy 3.8 3.5 4.1 3.9 2.8 0.5 -0.9

PPl, %mom 0.4 -0.7 -0.3 0.5 1.7 1 0.4
Money

M2, %yoy 75 7.7 8 8.6 8.6 8.5 9

Aggregate Financing, %yoy 7.2 7.4 7.4 7.7 7.8 7.9 8.2

Loan, %yoy 4.9 5.1 5.2 5.5 5.6 5.7 6
Rates

7D Reverse Repo, % 1.4 1.4 1.4 1.4 1.4 1.4 1.4

Loan Prime Rate: 1 year, % 3.0 3.0 3.0 3.0 3.0 3.0 3.0

Treasury Bond Yield: 10 year, % 1.7 1.7 1.7 1.7 1.8 1.8 1.8
FX

USD/CNY, monthly avg. 6.79 6.80 6.82 6.84 6.87 6.90 6.95

CFETS RMB Index 101.9 102.2 102.6 100.7 100.2 100.9 98.6

Source: CEIC, MUFG GMR.
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Commission (“CFTC”) and a member of the National Futures Association (“NFA”). MUSE is also a registered Security-Based Swap Dealer (“SBSD”) with the Securities
Exchange Commission (“SEC”). MUSE has a branch office (‘MUSE Dubai Branch”) that is registered at Level 3, East Wing, The Gate, Dubai International Financial
Centre, PO Box 506894, Dubai, UAE. MUSE Dubai Branch is authorised to operate in the Dubai International Financial Centre (“DIFC”) as a Non-DIFC Entity
(Commercial License Number CL1656) and is regulated by the Dubai Financial Services Authority (Reference Number F002623);

(2) MUFG Securities (Europe) N.V. (“MUS(EU)), a public limited company, registered in the Netherlands (chamber of commerce number 71213376) with its
registered office at World Trade Center, Tower Two, level 5, Strawinskylaan 1887, 1077 XX Amsterdam. MUS(EU) is authorized by the European Central Bank and
regulated by De Nederlandsche Bank (“DNB”) and also regulated by the Authoriteit Financiéle Markten (“AFM”). MUS(EU) has a branch office (MUSE(EU) Paris
Branch) registered in France (chamber of commerce number 844285999) with its registered office at 18 rue du Quatre-Septembre, 75002 Paris. MUS(EU) Paris
Branch is regulated in France by the Autorité de controle prudentiel et de résolution ("ACPR") and the Autorité des marchés financiers ("AMF");

3) MUFG Securities Americas Inc. (‘MUSA”) which is registered in the United States with the Securities and Exchange Commission (“SEC”) and regulated by
the Financial Industry Regulatory Authority (“FINRA”) (SEC# 8-43026; CRD# 19685);

(4) MUFG Securities (Canada), Ltd. (‘“MUS(CAN)”) is an investment dealer registered in Canada with the Ontario Securities Commission (“OSC”) and in each
province and territory of Canada, a member of the Canadian Investment Regulatory Organization (“CIRO”) (NRD# 54270), and a member of the Canadian Investor
Protection Fund (“CIPF”). Customers’ accounts are protected by CIPF within the specified limits;

(5) MUFG Securities Asia Limited (“MUS(ASIA)”) which is incorporated in Hong Kong, licensed under the Hong Kong Securities and Futures Ordinance and
regulated by the Hong Kong Securities and Futures Commission (Central Entity Number AAA889). MUS(ASIA) is registered as a foreign company under the
Corporations Act 2001 of Australia (ARBN 169 329 453); and

(6) MUFG Securities Asia Limited, Singapore Branch (“MUS(ASIA Singapore)”) has a capital markets services licence under the Securities and Futures Act in
Singapore.

(7) MUFG Securities (India) Private Limited (“MUS(INDIA)”) is a registered intermediary under the Securities and Exchange Board of India (Merchant Bankers)
Regulations, 1992 having registration number INM000013305.

In respect of the financial services provided to wholesale clients in Australia, MUS(ASIA), MUSE and MUSA are each exempt from the requirement to hold an Australian
financial services licence under the Corporations Act 2001 of Australia under the Australian Securities and Investments Commission Class Order Exemption CO
03/1099, CO 03/1103, CO 03/1100, and CO 03/1102, respectively. Each of MUS(ASIA), MUSE, MUSA, are regulated under the laws of Hong Kong, the United
Kingdom and the United States respectively, which differ from Australian laws.

The banking related businesses within MUFG (together referred to in this material as “MUFG Bank”) are:

(1) MUFG Bank Ltd (“MUBK”), is a limited liability stock company incorporated in Japan and registered in the Tokyo Legal Affairs Bureau (company no. 0100-01-
008846). MUBK’s head office is at 1-4-5 Marunouchi, Chiyoda-Ku, Tokyo, Japan. MUBK is authorised and regulated by the Japanese Financial Services Agency.
MUBK is registered as a foreign company under the Corporations Act 2001 of Australia (ARBN 103 418 882) and is authorised by the Australian Prudential Regulation
Authority to carry on banking business in Australia under the Banking Act 1959 of Australia. MUBK is also a registered Swap Dealer with the Commaodity Futures
Trading Commission and a member of the National Futures Association.

(2) MUBK'’s London branch is at Ropemaker Place, 25 Ropemaker Street, London EC2Y 9AN, and is registered as a UK establishment in the UK register of
companies (registered no. BR002013). MUBK’s London branch is authorised by the UK Prudential Regulation Authority (“PRA”) and subject to regulation by the UK
Financial Conduct Authority (“FCA”) and limited regulation by the PRA.

(3) MUFG Bank (Europe) N.V. (“MUFG N.V.”) is a company with limited liability (naamloze vennootschap) incorporated under the laws of the Netherlands and
registered with the Dutch Chamber of Commerce under number 33132501, with its head office at Strawinskylaan 1887, 1077XX Amsterdam, the Netherlands. MUFG
N.V. is authorized and regulated by the Dutch Central Bank (De Nederlandsche Bank) (www.dnb.nl) and the Dutch Authority for the Financial Markets (Autoriteit
Financiéle Markten) (www.afm.nl) (jointly the “Dutch Authorised Regulators”). MUFG Bank (Europe) N.V. Germany Branch (“MUFG Germany”) is the German Branch
of MUFG N.V. with its registered office at Breite Strasse 34, 40213 Dusseldorf, Germany, registered with the commercial register (Handelsregister) of the local court
(Amtsgericht) of Dusseldorf under no. HRB 82502, and is authorised to provide banking services in Germany under the freedom of establishment in the European
Union. Part of its activities are - in addition to the Dutch Authorised Regulators — supervised by the Federal Financial Supervisory Authority for Germany, “BaFin”
(Bundesanstalt fir Finanzdienstleistungsaufsicht) (www.bafin.de) and Deutsche Bundesbank (www.bundesbank.de).

(4) MUFG Bank’s DIFC branch, is regulated by the Dubai Financial Services Authority (DFSA) (License number: F000470) and has its registered address at Level
3, East Wing, the Gate, Dubai International Financial Centre, Dubai, P.O. Box 506614, United Arab Emirates.

(5) MUFG Bank’s QFC branch is authorised by the Qatar Financial Centre Regulatory Authority (QFCRA) (Licence number: 00103) and has its registered address
at Suite A3, Mezzanine Floor, Tornado Tower, West Bay, Doha, Qatar.

(6) MUFG Bank’s Riyadh branch is regulated by the Saudi Central Bank and has its registered address at 13th Floor, East Wing Al Nakhlah Tower, King Fahd
Road, As Sahafah Dist, Riyadh 13315, Kingdom of Saudi Arabia.

(7) MUBK’s Canada branch (MUFG Bank, Ltd., Canada Branch (“MUBK Canada Branch”) principal office is located at 200 Bay Street, Suite 1800, Toronto,
Ontario, M5J 2J1, Canada. MUFG Bank’s Canada branch is an authorized foreign bank branch permitted to carry on business in Canada pursuant to the Bank Act
(Canada); Deposits with MUFG Bank Canada are not insured by the Canada Deposit Insurance Corporation.
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(8) MUBK’s Hong Kong branch is a licensed bank by the Hong Kong Monetary Authority and registered with the Securities and Futures Commission of Hong
Kong to carry out Type 1 and Type 4 regulated activities in Hong Kong.

9) MUBK'’s Singapore branch is licensed as a bank by the Monetary Authority of Singapore under the Banking Act of Singapore, an exempted capital markets
service entity and an exempt financial adviser under the Securities and Futures Act and Financial Advisers Act of Singapore respectively.

(10) MUBK'’s Auckland Branch is authorised by the Reserve Bank of New Zealand to carry on banking business in New Zealand under the Banking (Prudential
Supervision) Act 1989 of New Zealand.

GENERAL DISCLAIMERS

This report is for information purposes only and should not be construed as investment research (as defined under regulatory rules of the United Kingdom and the
European Economic Area) or a solicitation of any offer to buy or sell any security, commodity, futures contract or related derivative (hereafter “instrument”) or to
participate in any trading strategy. This report does not constitute a personal recommendation and does not take into account the individual financial circumstances,
needs or objectives of the recipients. Recipients should therefore seek their own financial, legal, tax or other advice before deciding to invest in any of the instruments
mentioned in this report.

Certain information contained in this report has been obtained or derived from third party sources and such information is believed to be correct and reliable but has
not been independently verified. MUBK and MUFG Securities do not make any guarantee, representation, warranty or undertaking, express or implied, as to the
fairness, accuracy, reliability, completeness, adequacy or appropriateness of any information or comments contained in this report. Furthermore, the information may
not be current due to, among other things, changes in the financial markets or economic environment. MUBK and MUFG Securities has no obligation to update any
such information contained in this report.

The information contained in this report may contain forward-looking information (“FLI”). FLI is information regarding possible events, conditions, or results of operations
that is based on assumptions about future economic conditions and courses of action and may be presented as either a forecast or a projection. This report is not
intended to forecast or predict future events. Past performance is not a guarantee or indication of future results. Upon receipt of this report, each recipient acknowledges
and agrees that any FLI included herein should not be relied upon as a material consideration for any investment decisions taken by the recipient. Recipients should
consult their own legal and financial advisers for additional information. Any prices provided herein (other than those identified as being historical) are indicative only
and do not represent firm quotes as to either price or size.

This report is proprietary to MUBK and MUFG Securities and may not be quoted, circulated or otherwise referred to without our prior written consent. Notwithstanding
this, MUBK and MUFG Securities shall not be liable in any manner whatsoever for any consequences or loss (including but not limited to any direct, indirect or
consequential loss, loss of profits and damages) arising from any reliance on or usage of this report and accepts no legal responsibility to any investor who directly or
indirectly receives this material.

MUBK covers banking business and is responsible for the publication of related research reports. MUFG Securities covers the securities business and is responsible
for the publication of securities related research reports. References to “MUBK” shall be interpreted as a reference only for all matters related to bank products and
references to “MUFG Securities” shall be interpreted as a reference only for all matters related to securities products.

MUBK and/or its directors, officers and employees, from time to time, may have interest and/or underwriting commitment in the relevant securities mentioned herein
or related instruments and/or may have a position or holding in such securities or related instruments as a result of engaging in such transactions. Furthermore, MUBK
may have, or have had a relationship with or may provide or have provided corporate finance or other services to any company mentioned herein.

COUNTRY AND REGION SPECIFIC DISCLAIMERS

This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or is located in any locality, state, country or
other jurisdiction where such distribution, publication, availability or use would be contrary to any law, regulation or rule. Each entity and branch within MUFG is subject
to distinct regulatory requirements and certain products and services discussed in this document may not be available in all jurisdictions or to all client types. In this
regard, please note the following jurisdictional specific disclaimers.

Europe Middle East and Africa (EMEA):

. United Kingdom (UK) and the European Economic Area (EEA): This report is only intended for a professional client or eligible counterparty and must not be
passed onto a retail client, as defined under UK and EEA regulatory rules. It does not constitute investment research as those producing this report are not a research
function and therefore this material has not been prepared under conditions designed to promote the independence of investment research including, but not limited
to, the prohibition on dealing ahead of the dissemination of investment research. Under the Market Abuse Regulation (“MAR”) this report is a marketing communication
which may amount to, or include, an investment recommendation and where so there are no plans to update the investment recommendation. Any prices mentioned
in the investment recommendation were prices known by us when the recommendation was prepared. Further UK and EEA disclaimers, disclosures policies and
notices can be found at https://www.mufgemea.com/governance/legal-and-regulatory/, including the Fixed Income and Currency Products Dealing Disclosures, the
Conflicts of Interest Summary Policy and MAR investment recommendation disclosures .

. United Arab Emirates (UAE): This report is only intended for distribution to a professional client or market counterparty as those terms are defined under the
rules of the Dubai Financial Services Authority and only a person meeting the criteria for these terms should act upon this report.

. Qatar: This report is only intended for distribution to a Business Customer or Eligible counterparty as those terms are defined under the rules of the Qatar
Financial Centre Regulatory Authority and only a person meeting the criteria for these terms should act upon this report.

. South Africa: MUSE is permitted to offer and provide financial services to certain categories of sophisticated clients in South Africa under an exemption issued
by the South African Financial Sector Conduct Authority, in terms of the Financial Advisory and Intermediary Services Act, 2002.

The Americas (AMER):

. United States of America: This report, when distributed by MUSA, is intended for Institutional Investors (“Institutional Accounts” as defined by FINRA Rule
4512(c)). When distributed by a non-US affiliate of MUSA, this report is intended for distribution solely to “major U.S. institutional investors” or “U.S. institutional
investors” pursuant to Rule 15a-6 under the U.S. Securities Exchange Act of 1934, as amended. Securities referenced in this report may have been underwritten by
MUSA and/or its affiliates. Nothing in this report should be considered an offer or solicitation of an offer to buy or sell securities or any other financial product or a
commitment of any kind with respect to any transaction.
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IRS Circular 230 Disclosure: MUFG Securities does not provide tax advice. Accordingly, any discussion of U.S. tax matters included herein (including any attachments)
is not intended or written to be used, and cannot be used, in connection with the promotion, marketing or recommendation by anyone not affiliated with MUSA of any
of the matters addressed herein or for the purpose of avoiding U.S. tax-related penalties.

In relation to activities undertaken by MUSE in their capacity of a SD or SBSD, further disclosures and notices can be found at
https://www.mufgemea.com/governance/legal-and-regulatory/.

. Canada: MUSE operates under an International Dealer Exemption and Foreign Derivatives Dealer Exemption from registration within the provinces of Alberta,
British Columbia, Manitoba, Ontario and Québec. MUSA operates under an International Dealer Exemption from registration with the securities regulators in all
Canadian Provinces and Territories. When distributed by MUSE or MUSA, this report is only intended for a “permitted client” as that term is defined under the National
Instrument 31-103 in Canada and is not intended for re-distribution to any other person. When distributed by MUS(CAN), this report is only intended for an “institutional
client” as that term in defined under the CIRO dealer member rules and is not intended for re-distribution to any other person. The information contained herein is not,
and under no circumstances is to be construed as, a prospectus, an advertisement, a public offering, an offer to sell securities described herein, or solicitation of an
offer to buy securities described herein, in Canada or any province or territory thereof. Under no circumstance is the information contained herein to be construed as
investment advice in any province or territory of Canada and is not tailored to the needs of the recipient.

Asia-Pacific (APAC):

. Hong Kong: Reports produced by MUFG Securities are only intended for distribution to a “professional investor” as that term is defined in the Securities and
Futures Ordinance and should not be passed onto any other person. All enquiries from recipients of this report in Hong Kong must be directed to your usual sales
contact in Hong Kong.

. Singapore: This report is only intended for distribution to an "institutional investor", "accredited investor" or "expert investor" as those terms are defined under
regulation 2 of the Financial Advisers Regulation. It is solely for the use of such investors and shall not be distributed, forwarded, passed on or disseminated to any
other person. Investors should note that, as a result of exemptions that apply when this report is distributed to "accredited investors" and "expert investors", MUBK’s
Singapore branch and MUS(ASIA) Singapore is exempt from complying with certain requirements under the Financial Advisers Act, including section 34 of the Financial
Advisers Act (which requires a financial adviser to disclose all material information on certain investment products), section 36 (which requires a financial adviser to
have a reasonable basis for making recommendations on investments) and section 45 (which requires a financial adviser to disclose any interests that it holds in
securities that it recommends). Please contact your respective financial advisor in Singapore in relation to any matters arising from this report.

. India: (i) MUS(INDIA) does not provide any advice/ recommendation to the prospective investors; (ii) the issuer is solely responsible for the completeness and
accuracy of all information in the memorandum or otherwise provided to investors in connection with the debentures issued; (iii) MUS(INDIA) does not make any
representations or warranties on the creditworthiness of the issuer of the securities, the information provided in the memorandum, or on the adequacy/ sufficiency and
legal validity of the legal documentation or structure; (iv) investors must obtain independent advice in connection with the investment; and (v) MUS(INDIA) does not
owe any duty of care to investors and expressly disclaims all liability.

. Japan: This Note, when distributed by MUFG Securities affiliates located outside of Japan, is intended for distribution in accordance with Article 58-2 of the
Financial Instruments Exchange Act 1948 (“FIEA”) i) to a “Financial Instruments Business Operator” engaged in “Securities-Related Business” as defined in the FIEA
or i) to the government, the Bank of Japan, a qualified financial institution defined in Article 209 of the Cabinet Office Ordinance Concerning Financial Instruments
Business, Etc., or an Investment Manager.

When distributed by Mitsubishi UFJ Morgan Stanley Securities Co., Ltd. (‘MUMSS”), this Note is intended for distribution to a “Professional Investor (tokutei-toushika)”
as defined in the FIEA.

. Australia: This Note is only intended for distribution to persons in Australia who are sophisticated or professional investors for the purposes of section 708 of
the Corporations Act 2001, and are wholesale clients for the purposes of section 761G of the Corporations Act 2001. This Note is not intended to be distributed or
passed on, directly or indirectly, to any other class of persons in Australia. This Note is for informational purposes only, it does not make any recommendations and
should not be relied upon for any investment purposes. For information on how we collect, use, store and secure personal information, please review our Privacy
Policy. MUBK and MUFG Securities have established policies and procedures to identify and manage conflicts of interest to uphold the values of integrity, responsibility,
accountability and trust, and to treat clients fairly. MUBK and MUFG Securities have put in place the following arrangements to prevent conflicts of interest: information
barriers to prevent the unnecessary exchange or misuse of confidential information; segregated deal teams to manage competing interests in a transaction; defined
procedures for dealing with conflicts of interest, including procedures on crossing information barriers; reasonable steps by Compliance to ensure that information
barrier arrangements remain effective and are effectively monitored.

. New Zealand: This Note is only intended for distribution to persons in New Zealand who are wholesale clients as defined in clause 4 of Schedule 5 of the
Financial Markets Conduct Act 2013, or are wholesale investors as defined in clauses 3(2) and 3, and clauses 36(b) of Schedule 1 of the Financial Markets Conduct
Act 2013. This Note is not intended to be distributed or passed on, directly or indirectly, to any other class of persons in New Zealand. For information on how we
collect, use, store and secure personal information, please review our Privacy Policy.

. Thailand: In Thailand, MUSE has a derivatives dealer registration with the Securities and Exchange Commission, Thailand

12 Asia Macro Notebook (.) MUFG


https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/australian_privacy_policy.pdf
https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/australian_privacy_policy.pdf
https://www.bk.mufg.jp/global/globalnetwork/asiaoceania/pdf/nz_privacy_policy.pdf

