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Highlights

m Businesses expected to benefit from proposed tax reduction in the Mainland. CES
China A80 Index (CESA80) rose 4.2 per cent

m  Semiconductor manufacturers’ expected listing on Technology Innovation Board lifted
CESCSC by 15.3 per cent

m Capital flows into emerging markets after US put interest rate hikes on hold

m Dacheng CES Stock Connect 300 Index Fund saw net subscription of almost RMB2
billion upon launch

= Inclusion of Chinese bonds into three major global bond indexes expected to bring
capital inflow of US$250 billion to US$300 billion

= Single-day net capital outflow under Stock Connect’s Northbound Trading set second
highest record

Performance of CESC indices
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Exchange, rose 4.2 per cent.

On 22 March, the Shanghai Stock Exchange unveiled the first batch of applicants for
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the New Technology Innovation Board. Since semiconductor manufacturers were also
among the applicants, the launch of the Technology Innovation Board is expected to boost
the valuations of the semiconductor industry. CESCSC surged 15.3 per cent.

Many listed companies announced their results during the month. Companies with low
valuation recorded strong gains. CESVAL surged 12.0 per cent.

High dividend stocks became popular after the Federal Reserve put interest rate hikes
on hold. CESFHY advanced 11.8 per cent.

Other stock indices

Mainland China and India
substantially outperformed other
major markets. SZSE Component
Index, which jumped 9.7 per cent,
was the best-performing, followed by
India Sensex Index, which surged
7.8 per cent.

The Federal Reserve put
interest rates on hold and does not
expect to raise them for the rest of
2019. Furthermore, the Federal
Reserve will slow the drawdown of

the US central bank’s bond holdings
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drawdown in September. The
Federal Reserve’s statement was more dovish than expected. An inverted yield curve
between 3-month and 10-year Treasury bonds (short-term coupon rates higher than
long-term rates) raised market concerns about slower economic growth.

Capital continued to flow into Indian stocks and bonds since the beginning of the year.
According to Bloomberg, global funds added US$8.4 billion in Indian stocks to their holdings
in the first quarter. India was expected to cut interest rates further to drive economic growth.
Sensex Index gained 7.8 per cent to a level close to its record high reached in August 2018.

China-related investment activities offshore

Dacheng CES Stock Connect 300 Index Fund saw net subscription of almost RMB2
billion upon launch



Dacheng Shanghai and Shenzhen 300 Index Fund, licensed by China Exchanges
Services Company Limited (CESC), was set up on 20 March. According to Dacheng Fund’s
announcement on 21 March, net subscription for Dacheng CES Stock Connect 300 Index
Fund amounted to RMB1.968 billion, reflecting strong interest from fund managers.

Inclusion of Chinese bonds into three major global bond indexes expected to bring
capital inflow of US$250 billion to US$300 billion

RMB-denominated treasury bonds and policy bank bonds will be included to the
Bloomberg Barclays Global Aggregate Index (Global AGG) starting from April 2019. The
inclusion will be completed in phases over a 20-month period. When fully accounted for in
the Global Aggregate Index, local currency Chinese bonds will become the fourth largest
currency bond after USD, EUR and JPY currency bonds. JP Morgan predicted the inclusion
of Chinese bonds in the three major global fixed income indexes (GBI-EM GD, Global AGG
and WGBI) will result in capital inflow of up to US$250 billion to US$300 billion.

Single-day net capital outflow under Stock Connect’s Northbound Trading set second
highest record

On 25 March, single-day net capital outflow of Northbound funds hit RMB10.774 billion,
the highest amount since July 2015. Foreign investors withdrew a net RMB7.516 billion from
Shanghai stocks and a net RMB3.258 billion from Shenzhen stocks. Short-term flow of
foreign capital is expected to remain volatile, but capital inflow in the medium and long-term
is expected to remain unchanged. MSCI announced its plan to increase the weight of China
A Shares in MSCI Emerging Market Index from 5 per cent to 20 per cent over three tranches.
This is expected to add US$67 billion worth of capital to China’s stock market, of which 20
per cent will be passive index funds.
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Disclaimer

All information contained herein (the “Information”) is provided for reference only. China Exchanges Services Company Limited
endeavours to ensure the accuracy and reliability of the information but makes no warranty or representation as to its accuracy,
completeness, reliability or suitability for any particular purpose. CESC accepts no liability (whether in tort or contract or otherwise)
whatsoever to any person for any loss or damage arising from any inaccuracy or omission in the Information and/or from any decision,
action or non-action based or in reliance upon the Information. None of the Information is intended to constitute investment advice and/or a
recommendation to make (or refrain from making) any kind of investment decision. Any person intending to use the Information and/or any
part thereof should seek independent professional advice. Distribution, redistribution, reproduction, modification, transmission, use, reuse
and/or storage of the Information in whole or in part, in any form or by any means are strictly prohibited without the prior written permission
of CESC. The Information is provided without warranties of any kind, either expressed or implied, including (but not limited to) warranties of
merchantability, merchantable quality, title, fithess for a particular purpose, security and non-infringement. China Securities Index Co, Ltd
will make its commercially reasonable endeavours to ensure the accuracy and reliability of the Information provided, but does not
guarantee its accuracy and reliability and accepts no liability (whether in tort or in contract or otherwise) for any loss or damage suffered by
any person arising from any inaccuracies or omissions and/or for any reliance placed on such Information.
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