({7 v
@ “] ‘Zi\ el 5888 21) 2 3999w sefinchfund.com
| - A 03 Kerry r e, 1155 Fangdian Road, Pudong, inghai 201204, (
< Rose nd

T

Continued A-share Sector Differentiation Favoring Uptrend
In Manufacturing

1. Market Review

Last week’s A-share recovery continued structural differentiation with small- to mid-cap indices like CSI500,
CSI000 outperforming large-cap indices like SSE50 and CSI300. For the week, SSE Composite Index was
+0.43%, Shenzhen Component Index was +0.86%, GEI +0.68%, SSE50 was +0.25%, CSI300 was +0.50%,
and CSI500 was +1.77%.
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From industry perspective, 19 out of 28 ShenWan Primary industries rose last week led by steel,
communications, mining, chemical, food & beverages industries.
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Market turnover recovered slightly, with minor net purchases in both North-bound and South-bound flows:
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2. Market Outlook

While second quarter industrial output slowed, the utilization rate went up to another high of 78.4%. The real
estate sales growth rate is now slowing. Considering land purchases growth has turned negative since June,
the land supply and demand equilibrium will remain elusive.

When there’s supply and demand imbalance, it corresponds to high growth in corporate profit, and also
requires relevant adjustment in the economy. For the domestic manufacturing industries, we are still relative
confident that the accelerating improvement trend will continue. On one hand, the industrial corporate
profits currently remain at high level, thus giving further impetus to capacity expansion and follow through
investments; on the other hand, the current high utilization rate shows some industry’s supply chains are
facing bottleneck. Therefore, the necessity of increasing production capacity will increase. In addition, the
current monetary policy also stressed support to manufacturing sector, with outstanding medium to long
term loans at high levels.

Given such background, we expect manufacturing industry investments to maintain upward trend for the
next two to four quarters. The PPI will slowly come off before 4Q. Meanwhile, there will be more stringent
policies towards infrastructural or real estate sectors and credit risk management. We’d expect the structural
differentiation trend in the A-share market to continue.

Disclaimer

The information and data provided in this document is for informational purposes only and is not intended as an offer or
solicitation for the purchase or sale of any financial products or services. This document is not intended for distribution to, or
usage by, any person or entity in any jurisdiction or country where such distribution or usage are prohibited by local
laws/regulations. The contents of this document are based upon sources of information believed to be reliable at the time of
publication. Except to the extent required by applicable laws and regulations, there is no express or implied guarantee, warranty
or representation to the accuracy or completeness of its contents. Investment returns are not guaranteed as all investments carry
some risk. The value of an investment may rise or fall with changes in the market. Past performance is no guarantee of future
performance. This statement relates to any claims made regarding past performance of any Rosefinch (or its associated
companies’) products. All rights are reserved by Rosefinch Fund Management Co. Ltd and its affiliates.
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