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Shifting from currency to current account
management — a hew proposal at the coming G20
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G20 is to be held on the 11" and 12" of November in Seoul, South Korea. We
do not expect G20 to produce enforcing measures, but we do expect the
leaders to reach a common understanding, as revealed by the preparatory
work of finance ministers and central bankers in Gyeongju, Korea last
weekend, on important and strategic issues, such as “no winner in the

currency war,

”

global cooperation is still required to prevent the double dip”,

reform of IMF. Four key issues are likely to be discussed at the coming G20.

Rebalance global imbalance. Currency war is not a solution, the
proposal of shifting from currency to current account is a new leading
trend. Managing the ratio of the current account to GDP within the
band of 4% is supported by the US and China. G20 will also propose to
IMF to coordinate the MAP (Mutual Assessment Program) and the peer
to review national economic policies of the G20 countries. The IMF
“spillover assessment” will play a crucial role in this domain.

Ensure ongoing global economic recovery. There is a need to support
demand in the short term, but also to consolidate fiscal policy in the
medium term. The G20 will probably focus on priorities of the different
countries and put forward aggressive and lax policies. The G20 will
validate the growing divergence of cycles and policies.

Strengthen the international financial regulatory system. Currently, the
global banks do make efforts to reform, and progresses are clearly
visible with the work of Basel Ill and FSB, but the government
authorities and the central banks are the less disciplined ones. Given
the exposure of banks to government bonds and liquidity, banks could
be weakened in the future because of the current behaviors of the
government authorities.

Reform the international financial institutions. A key issue will be the
increase and reallocation of IMF quotas and voting rights, following the
engagements of Pittsburgh and Toronto, at the cost of the European
countries and to the benefits of the BRIC countries. Besides the reform
of quotas, the composition of the executive board of IMF will also be
reformed. The meeting of Gyeongju showed an even more ambitious
approach of the G20 for this part, with a possible doubling of IMF quota,
and 6 % of them being reallocated to emerging countries, instead of
5% as previously envisaged.
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Disclaimer

This research report is for information purposes only and should not be construed as an offer to sell or the solicitation of an offer to buy or sell any
securities in any jurisdiction. The securities referred to in this report may not be eligible for sale in some jurisdictions. The information contained in this
report has been compiled by CITIC Securities Brokerage (HK) Limited (formerly known as CITIC Capital Securities Limited) ("CSBHK") from sources that
it believes to be reliable and (subject to the next paragraph) the opinions, analysis, forecasts, projections and expectations contained in this report are
based on such information and are expressions of belief only and no representation, warranty or guarantee is made or given by CSBHK or any other
person as to its accuracy or completeness. All opinions and estimates expressed in this report are (unless otherwise indicated) entirely those of CSBHK as
of the date of this report only and are subject to change without notice. Neither CSBHK nor its parent and affiliates accept any liability whatsoever for any
direct or consequential loss arising from any use of material contained in this report or otherwise arising in connection therewith.

The research analyst(s) primarily responsible for the preparation of this research report confirms that (i) all of the views expressed in this research
report accurately reflect his or her personal views about any and all of the subject securities or issuers; and (ii) that no part of his or her recommendation
was, is or will be, directly or indirectly, related to the specific recommendations or views he or she expressed in this report.

Any investment referred to herein may involve significant risk, may be illiquid and may not be suitable for all investor. The value of or income from any
investment referred to herein may fluctuate and be affected by changes in exchange rate. Past performance is not indicative of futures results. This report
does not take into account the investment objectives, financial situation or particular needs of any particular person. Investors are expected to make their
own investment decision without relying on this publication. Before acting on any advice or recommendation in this report, clients are recommended to
consider seeking professional advice.

CSBHK, its parent and/or affiliates and their respective officers, directors and employees, including persons involved in the preparation or issuance of
this report, may from time to time (1) have a consulting, investment banking or broking relationship with any company referred to in this report; and (2)
have provided significant advice or investment services to the companies referred to in this report. One or more directors, officers and/or employees of
CSBHK, its parent and/or its affiliates may be a director of the issuers of the securities mentioned in this report.

This research report is strictly confidential to the recipient and is not intended for persons in places where the distribution or publication of this report is
not permitted under the applicable laws or regulations of such places.

This research report may not be reproduced, distributed or published by any person for any purpose without the prior consent of CSBHK. All rights are
reserved.

Regulatory disclosures

. Further information on the securities discussed in this report is available upon request.
Investment rating system

Performance of stock or sector relative to MSCI-China over next 6 months after research publications

Rating Remark
Buy Relative performance over MSCI-China Index >20%
Overweight Relative performance over MSCI-China Index 5% ~ 20%
Stock rating Hold Relative performance over MSCI-China Index -10% ~ 5%
Sell Relative performance over MSCI-China Index > -10%
NR Not rated
Outperform Relative performance over MSCI-China Index >10%
Sector rating Neutral Relative performance over MSCI-China Index -10% ~10%
Underperform Relative performance over MSCI-China Index > -10%
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