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M2 Growth Rebounded, Liquidity to be “Slightly Loose”
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® YoY growth of M2 rebounded MoM. China’s YoY growth of M1 in May was 4.7%, up 1.0 pts MoM and down 1.0 pts
YoY. YoY growth of M2 recorded 10.8%, up 0.7 pts MoM and down 2.6 pts YoY. Although YoY growth of M2
rebounded MoM, it is still lower than the government’s target of 12.0% for 2015, which shows the monetary policy still
has the space to be accommodative.

® New RMB loans increased both MoM and YoY. TSF in May 2015 reached RMB 1,220.0 bn, down 12.9% YoY and up
16.2% MoM. In May, equity financing, foreign currency loans and undiscounted bills increased RMB 42.2 bn YoY, RMB
24.3 bn YoY and RMB 104.9 bn YoY, respectively. The other items of TSF decreased YoY. Given that the PBOC cut
RRRs and interest rates and infrastructure investment increased in the past two months, RMB loans increased RMB
900.8 bn, up 3.5% YoY and 27.3% MoM. The proportion of new RMB loans in TSF was 69.8% in May, which declined
6.8 pts MoM.

® Our views on liquidity: Since November 2014, the PBOC has cut interest rates three times and cut RRRs twice. In
“China Monetary Policy Report, The First Quarter 2015”, the PBOC expressed that it will continue to adopt prudent
monetary policies to make the loans and TSF grow stably and decrease the cost of social financing. Given that the
economic downturn pressure is still significant and Forex Purchase pressure is decreasing, in order to stabilize the
economic growth and support the adjustment of economic structure, we expect Chinese liquidity will be “slightly loose”
in 2015.

®  Sector views: As we think the liquidity will be “slightly loose” in 2015, we project that the expected slight monetary
easing will still boost the valuations of mainland banks. We still maintain “Outperform” rating for the banking sector, and
our top pick is BOC (03988 HK). Our target price for BOC is HK$6.20.
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Source: The People’s Bank of China, Guotai Junan International. Source: The People’s Bank of China, Guotai Junan International.
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Exhibit 5: China YoY growth of total social financing Exhibit 6: China MoM growth of total social financing =
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Exhibit 7: Breakdown of total social financing in RMB 100 mn
q Foreign ; q
2015-05 12,200.00 8,510.00 81.00 324.00 -195.00 955.00 1,528.00 584.00
2015-04 10,500.00 8,045.00 -265.00 344.00 -46.00 -74.00 1,551.00 597.00
2015-03 11,800.00 9,955.00 -5.00 1,111.00 -77.00 -874.00 686.00 740.00
2015-02 13,500.00 11,400.00 -146.00 1,299.00 38.00 -630.00 680.00 542.00
2015-01 20,500.00 14,700.00 212.00 804.00 52.00 1,950.00 1,863.00 526.00
2014-12 16,900.00 6,960.00 538.00 4,582.00 2,102.00 606.00 1,225.00 658.00
2014-11 11,463.00 8,527.00 -26.00 1,270.00 -314.00 -672.00 1,826.00 379.00
2014-10 6,807.00 5,483.00 -716.00 1,377.00 -215.00 -2,411.00 2,590.00 279.00
2014-09 11,355.00 8,572.00 -506.00 1,610.00 -326.00 -1,410.00 2,338.00 612.00
2014-08 9,577.00 7,025.00 -201.00 1,751.00 -515.00 -1,116.00 1,934.00 217.00
2014-07 2,737.00 3,852.00 -169.00 1,219.00 -158.00 -4,157.00 1,435.00 332.00
2014-06 19,673.00 10,793.00 357.00 2,616.00 1,200.00 1,445.00 2,626.00 154.00
2014-05 14,013.00 8,708.00 -162.00 1,987.00 125.00 -94.00 2,797.00 162.00
2014-04 15,259.00 7,745.00 186.00 1,505.00 398.00 789.00 3,664.00 582.00
2014-03 20,934.00 10,497.00 1,363.00 2,413.00 1,071.00 2,252.00 2,464.00 352.00
2014-02 9,370.00 6,448.00 1,302.00 799.00 747.00 -1,419.00 1,026.00 169.00
2014-01 26,004.00 13,190.00 1,588.00 3,971.00 1,059.00 4,902.00 375.00 454.00
2013-12 12,532.00 4,824.00 509.00 2,727.00 1,111.00 1,679.00 287.00 369.00
2013-11 12,310.00 6,246.00 122.00 2,704.00 1,006.00 60.00 1,424.00 147.00
2013-10 8,645.00 5,060.00 53.00 1,834.00 431.00 -345.00 1,078.00 78.00
2013-09 14,120.00 7,870.00 891.00 2,218.00 1,130.00 -79.00 1,443.00 113.00
2013-08 15,841.00 7,128.00 -360.00 2,938.00 1,209.00 3,049.00 1,240.00 136.00
2013-07 8,191.00 6,997.00 -1,157.00 1,927.00 1,151.00 -1,777.00 476.00 128.00
2013-06 10,375.00 8,628.00 133.00 1,990.00 1,208.00 -2,615.00 323.00 126.00
2013-05 11,871.00 6,694.00 357.00 1,967.00 971.00 -1,141.00 2,230.00 231.00
2013-04 17,629.00 7,923.00 847.00 1,926.00 1,942.00 2,218.00 2,039.00 274.00
2013-03 25,503.00 10,625.00 1,509.00 1,748.00 4,312.00 2,731.00 3,870.00 208.00
2013-02 10,705.00 6,200.00 1,149.00 1,426.00 1,825.00 -1,823.00 1,454.00 165.00
2013-01 25,446.00 10,721.00 1,795.00 2,061.00 2,108.00 5,798.00 2,249.00 244.00
2012-12 16,282.00 4,546.00 1,486.00 2,079.00 2,598.00 2,637.00 2,126.00 135.00
2012-11 11,225.00 5,220.00 1,045.00 1,218.00 1,802.00 -489.00 1,820.00 107.00
2012-10 12,906.00 5,054.00 1,290.00 941.00 1,444.00 729.00 2,992.00 88.00
2012-09 16,462.00 6,226.00 1,764.00 1,449.00 2,012.00 2,155.00 2,278.00 158.00
2012-08 12,475.00 7,039.00 743.00 1,046.00 1,238.00 -846.00 2,579.00 208.00
2012-07 10,522.00 5,401.00 70.00 1,279.00 384.00 218.00 2,486.00 316.00
2012-06 17,802.00 9,198.00 1,040.00 789.00 988.00 3,113.00 1,982.00 246.00
2012-05 11,432.00 7,932.00 302.00 215.00 557.00 380.00 1,441.00 184.00
2012-04 9,637.00 6,818.00 96.00 1,015.00 37.00 279.00 887.00 190.00
2012-03 18,704.00 10,114.00 950.00 770.00 1,018.00 2,821.00 1,974.00 565.00
2012-02 10,431.00 7,107.00 526.00 394.00 522.00 -284.00 1,544.00 229.00
2012-01 9,754.00 7,381.00 -148.00 1,646.00 247.00 -214.00 442.00 81.00
Source: The People s Bank of China, Guotai Junan International.
Exhibit 8: Breakdown of YoY change of total social financing in RMB 100 mn
Tot'al sogial RMB Loans cE?rr;ri\%; Entrusted TR [REG Undiscount.ed Corporate ) quity
financing Torene loans bills bonds financing
2015-05 -1,813.00 -198.00 243.00 -1,663.00 -320.00 1,049.00 -1,269.00 422.00
2015-04 -4,759.00 300.00 -451.00 -1,161.00 -444.00 -863.00 -2,113.00 15.00
2015-03 -9,134.00 -542.00 -1,368.00 -1,302.00 -1,148.00 -3,126.00 -1,778.00 388.00
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2015-02 4,130.00 4,952.00 -1,448.00 500.00 -709.00 789.00 -346.00 373.00
2015-01 -5,504.00 1,510.00 -1,376.00 -3,167.00 -1,007.00 -2,952.00 1,488.00 72.00
2014-12 4,368.00 2,136.00 29.00 1,855.00 991.00 -1,073.00 938.00 289.00
2014-11 -847.00 2,281.00 -148.00 -1,434.00 -1,320.00 -732.00 402.00 232.00
2014-10 -1,838.00 423.00 -769.00 -457.00 -646.00 -2,066.00 1,512.00 201.00
2014-09 -2,765.00 702.00 -1,397.00 -608.00 -1,456.00 -1,331.00 895.00 499.00
2014-08 -6,264.00 -103.00 159.00 -1,187.00 -1,724.00 -4,165.00 694.00 81.00
2014-07 -5,454.00 -3,145.00 988.00 -708.00 -1,309.00 -2,380.00 959.00 204.00
2014-06 9,298.00 2,165.00 224.00 626.00 -8.00 4,060.00 2,303.00 28.00
2014-05 2,142.00 2,014.00 -519.00 20.00 -846.00 1,047.00 567.00 -69.00
2014-04 -2,370.00 -178.00 -661.00 -421.00 -1,544.00 -1,429.00 1,625.00 308.00
2014-03 -4,569.00 -128.00 -146.00 665.00 -3,241.00 -479.00 -1,406.00 144.00
2014-02 -1,335.00 248.00 153.00 -627.00 -1,078.00 404.00 -428.00 4.00
2014-01 558.00 2,469.00 -207.00 1,910.00 -1,049.00 -896.00 -1,874.00 210.00
2013-12 -3,750.00 278.00 -977.00 648.00 -1,487.00 -958.00 -1,839.00 234.00
2013-11 1,085.00 1,026.00 -923.00 1,486.00 -796.00 549.00 -396.00 40.00
2013-10 -4,261.00 6.00 -1,237.00 893.00 -1,013.00 -1,074.00 -1,914.00 -10.00
2013-09 -2,342.00 1,644.00 -873.00 769.00 -882.00 -2,234.00 -835.00 -45.00
2013-08 3,366.00 89.00 -1,103.00 1,892.00 -29.00 3,895.00 -1,339.00 -72.00
2013-07 -2,331.00 1,596.00 -1,227.00 648.00 767.00 -1,995.00 -2,010.00 -188.00
2013-06 -7,427.00 -570.00 -907.00 1,201.00 220.00 -5,728.00 -1,659.00 -120.00
2013-05 439.00 -1,238.00 55.00 1,752.00 414.00 -1,521.00 789.00 47.00
2013-04 7,992.00 1,105.00 751.00 911.00 1,905.00 1,939.00 1,152.00 84.00
2013-03 6,799.00 511.00 559.00 978.00 3,294.00 -90.00 1,896.00 -357.00
2013-02 274.00 -907.00 623.00 1,032.00 1,303.00 -1,539.00 -90.00 -64.00
2013-01 15,692.00 3,340.00 1,943.00 415.00 1,861.00 6,012.00 1,807.00 163.00
2012-12 3,538.00 -1,860.00 1,008.00 906.00 2,209.00 786.00 612.00 -215.00
2012-11 1,644.00 -409.00 996.00 623.00 1,086.00 -262.00 -257.00 -161.00
2012-10 4,998.00 -814.00 875.00 423.00 1,354.00 1,915.00 1,353.00 -156.00
2012-09 12,183.00 1,533.00 739.00 441.00 2,235.00 5,516.00 1,758.00 -78.00
2012-08 1,734.00 1,555.00 367.00 -363.00 1,062.00 -2,498.00 1,681.00 -142.00
2012-07 5,129.00 485.00 61.00 47.00 412.00 1,944.00 2,064.00 64.00
2012-06 6,929.00 2,859.00 795.00 -413.00 847.00 1,483.00 1,446.00 -74.00
2012-05 578.00 2,416.00 -540.00 -1,001.00 377.00 -1,315.00 720.00 -167.00
2012-04 -4,036.00 -612.00 -396.00 -392.00 -464.00 -2,053.00 126.00 -258.00
2012-03 492.00 3,320.00 378.00 -743.00 971.00 -2,810.00 -708.00 8.00
2012-02 3,963.00 1,730.00 179.00 -25.00 381.00 892.00 667.00 -41.00
2012-01 -7,806.00 -2,882.00 -1,010.00 374.00 345.00 -3,371.00 -570.00 -650.00
Source: The People’s Bank of China, Guotai Junan International.
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Company Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months

n
Rating Definition b
N
Buy Relative Performance >15%; 2
or the fundamental outlook of the company or sector is favorable. =
—
Accumulate Relative Performance is 5% to 15%; -
or the fundamental outlook of the company or sector is favorable.
Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the company or sector is neutral.
Reduce Relative Performance is -5% to -15%;
or the fundamental outlook of the company or sector is unfavorable.
Sell Relative Performance <-15%;
or the fundamental outlook of the company or sector is unfavorable.
Sector Rating Definition
The Benchmark: Hong Kong Hang Seng Index
Time Horizon: 6 to 18 months
Rating Definition
Outperform Relative Performance >5%;
or the fundamental outlook of the sector is favorable.
Neutral Relative Performance is -5% to 5%;
or the fundamental outlook of the sector is neutral.
Underperform Relative Performance <-5%;
or the fundamental outlook of the sector is unfavorable.
DISCLOSURE OF INTERESTS
(1) The Analysts and their associates do not serve as an officer of the issuer mentioned in this Research Report.
(2) The Analysts and their associates do not have any financial interests in relation to the issuer mentioned in this Research Report.
(38) Except for China All Access (Holdings) Limited (00633), Guangshen Railway Company Limited-H shares (00525), Guotai Junan
International Holdings Limited (01788) and Binhai Investment Company Limited (02886), Guotai Junan and its group companies do not
hold equal to or more than 1% of the market capitalization of the issuer mentioned in this Research Report.
(4) Guotai Junan and its group companies have not had investment banking relationships with the issuer mentioned in this Research Report
within the preceding 12 months. N
S
(&)
DISCLAIMER 8
2
This Research Report does not constitute an invitation or offer to acquire, purchase or subscribe for securities by Guotai Junan Securities =
(Hong Kong) Limited ("Guotai Junan"). Guotai Junan and its group companies may do business that relates to companies covered in 3

research reports, including investment banking, investment services and etc. (for example, the placing agent, lead manager, sponsor,
underwriter or invest proprietarily).

Any opinions expressed in this report may differ or be contrary to opinions or investment strategies expressed orally or in written form by sales
persons, dealers and other professional executives of Guotai Junan group of companies. Any opinions expressed in this report may differ or
be contrary to opinions or investment decisions made by the asset management and investment banking groups of Guotai Junan.

Though best effort has been made to ensure the accuracy of the information and data contained in this Research Report, Guotai Junan does
not guarantee the accuracy and completeness of the information and data herein. This Research Report may contain some forward-looking
estimates and forecasts derived from the assumptions of the future political and economic conditions with inherently unpredictable and
mutable situation, so uncertainty may contain. Investors should understand and comprehend the investment objectives and its related risks,
and where necessary consult their own financial advisers prior to any investment decision.

This Research Report is not directed at, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located
in any jurisdiction where such distribution, publication, availability or use would be contrary to applicable law or regulation or which would
subject Guotai Junan and its group companies to any registration or licensing requirement within such jurisdiction.

© 2015 Guotai Junan Securities (Hong Kong) Limited. All Rights Reserved.

27/F., Low Block, Grand Millennium Plaza, 181 Queen’s Road Central, Hong Kong.
Tel.: (852) 2509-9118 Fax: (852) 2509-7793

Website: www.gtja.com.hk
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