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The global economy was hit by the European debt crisis early this year after
it gradually recovered from the financial crisis in 2008. The crisis situation is
now under control, but the market pressure and concerns on European debt
remain important. Contrary to the Euro zone, the US is playing the role of
safe heaven in a context of renewed global uncertainty. Despite a higher
public deficit, the US has shown a real capacity to adapt to new conditions of
productions at global level, and the capacity to maintain a reasonable rate of
growth in the coming years. Due to the absence of significant adjustment
and lack of coordination between country members, the Euro zone has
come across structural difficulties to re-emerge at regional level and market
doubt on debt sustainability of its most fragile member countries.

Economic outlook of the US and Euro zone in 2H10-2011. The US
household consumption and corporate investment have been regaining
momentum required for a self-sustainable path of growth. Due to the
recovery of the private sector, the double-dip scenario is now a low
probability indicating a smooth pace of GDP growth after significant rise in
2H09 and fall in 1H10. We forecast that US GDP will grow by 3.2% YoY in
2010 and 3% YoY in 2011, compared to -2.4% YoY in 2009. In the Euro
zone, its cycle and recovery are lagging behind the US in terms of job
market, the banking sector and productivity. Austerity is now in full measure
to control public debt; on the other hand, however, the quick fiscal tightening
seems to have come too early as demand remains weak and thus needs the
help of the public sector. The absence of new sources of growth, the lack of
competitiveness and the severity of austerity will lead to low growth. We
forecast Euro zone GDP to grow by 1.0% YoY in 2010 and by 1.1% YoY in
2011, compared to a decline by 4.1% YoY in 2009.

Austerity post debt crisis. The time of austerity has come. A general
outlook on public debt of the US, the UK, Japan, Germany, France, Ireland,
Spain, Greece, ltaly and Portugal are provided. We analyze public debt and
austerity from three different time horizons: the short-term (within 1 year),
medium term (1-3 years) and long-term periods. In the short term, we
believe that the European debt crisis is under control, after European
authorities, with the support of IMF and the US, have taken the right
decisions for stabilizing public debt, banks and financial markets. In the
medium term, debt insolvency risk still remains. European countries have to
solve a dilemma: to implement austerity and to complete the recovery at the
same time. Its most fragile member countries, like Greece, Spain and
Portugal, are likely to have difficulties in reaching the balance and thus
avoiding default. In the long-term, debt sustainability is mainly decided by
GDP growth on the revenue side and health care expenditure on the
expense side. Debt sustainability varies among countries. Debt default in
certain European countries is possible, requiring a debt restructuring and
sharing losses inside Euro zone if it wants to preserve its unity. On the
contrary, the US is likely to maintain a high potential of growth and thus
ensure sustainability of the debt, due to its clear industrial policy, high level
of productivity and demographic dynamism.
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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.
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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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