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Highlights

In a holiday short week, risk-on sentiment dominated China’s market supported by both strong official and Caixin PMls. The
overall business sentiment has recovered following the announcement of China’s biggest tax cut in history and China’s
reassurance of reform to solve the funding difficulties faced by private owned enterprises.

China’s flushed liquidity in the beginning of the month failed to support bond market with bond yield rose significantly across
the curve as a result of risk-on environment. The news that PBoC has requested for police investigation on fake RRR cut news
shows China’s low tolerance on fake news as well as low probability of RRR cut in the near term. Nevertheless, as CNY366.5
billion MLFs will expire on 17 April, which may weigh down on liquidity, market will look at how PBoC wants to make up the
liquidity loss from the maturing MLFs.

For this week, market will wait for March economic indicators as well as 1Q GDP data. PBoC’s next monetary policy move is
likely to be data-dependant. RMB continued to consolidate in the familiar range as market is still waiting patiently for the
news from the US-China trade talk. In the near term, RMB will remain a dollar play.

In Hong Kong, HK’s retail sales dropped by 10.1% yoy in February. Taking the first two months of 2019 as a whole, which could
help to ease the seasonality of Chinese New Year, retail sales decreased by 1.6% yoy. The data prints suggested that the
outlook of retail sector remained uncertain. Moving forward, there are three major headwinds weighing on the outlook of
retail sales, amid uncertain economic outlook of HK, stronger HKD and lingering US-China trade war risks. We may still need
more data to gauge the outlook of the sector. In Macau, the drop in the gross gaming revenue has been less than market
expected, partly supported by infrastructure improvement. Despite that, we still expect gaming revenue growth to decelerate
in the coming months, amid several uncertainties. Firstly, muted economic outlook of Asia might dent the travelling and
gambling sentiments. Secondly, despite infrastructure improvement, it might only help to lure low-end and same-day visitors.
The supports to gaming revenue expect to be relatively moderate. Thirdly, lack of the opening-up of new projects recently.
Fourthly, policy risks might loom the outlook over the gaming sector. All in all, we expect gross gaming revenue to expand by
2%-5% in 2019.

Key Events and Market Talk

Facts OCBC Opinions
= China’s tourism market remains strong. Total 110 | = The strong people movement during the long weekend shows
million populations travelled domestically or went that tourism demand may remain supportive of China’s
overseas during the Qingming long weekend consumption.
according to CCTV news. Meanwhile, the number of
railway passengers in the first day of the long
weekend was reported to increase by 9.4% yoy to
15.23 million, highest in record for Qingming
festival.
= According to the media, China’s central has filed | = The possible involvement of police investigation shows China’s
the request for police’s investigation on fake news low tolerance on fake news. Meanwhile, it also ruled out the
spread in the social media that China has cut its near-term probability of a potential RRR cut ahead of release
reserve requirement ratio. of March economic data. Given the expected recovery of key
March economic indicators, it seems that PBoC is in no
urgency to cut the RRR.
= Nevertheless, as CNY366.5 billion MLFs will expire on 17 April,
which may weigh down on liquidity, market will look at how
PBoC wants to make up the liquidity loss from the maturing
MLFs.
= The US-China concluded their ninth round of trade | =  Although President Trump said both sides are close to an
negotiations. President Trump considered the latest agreement with the deal may be announced within next four
talk as a big success. However, significant work to six weeks, market is unlikely to bet big on trade talk unless
remains according the press release from both there is more clear signal from the trade talk.
Xinhua and White House.

Key Economic News
Facts OCBC Opinions
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China’s FX reserve rose for the five-consecutive
month in March to USS$3.098 trillion, up from
USS$3.090 trillion in February.

= The negative impact of stronger dollar on reserve is likely to
be offset by the stronger mark to market gain from rally in
equity and bond markets in March. Overall, we think China’s
capital flow remained balance in March.

China’s Caixin PMI also rebounded to 50.8 in
March, above 50 for the first time in four months.

= The Caixin PMI confirms the upbeat picture from the official
PMI that sentiment has recovered following the
announcement of biggest tax cut in history and China’s
reassurance of reform to solve the funding difficulties faced by
private owned enterprises.

HK’s retail sales dropped by 10.1% yoy in February.
Taking the first two months of 2019 as a whole,
retail sales decreased by 1.6% yoy

= In order to ease the seasonality of Chinese New Year, taking
the data for the first two months of 2019 as a whole might be
an appropriate way to understand the real performance of
retail sector. Internally, the sales of food, alcoholic drink and
tobacco dropped by 1% yoy while the sales of those goods in
supermarket and department stores grew by 1.5% yoy and
4.2% yoy respectively for the first two months of 2019.
Despite infrastructure improvement luring more visitors to
Hong Kong, the supports to tourism-related items of retail
sales were mixed. The sales of jewelry, watches and clocks
edged lower by 2.8% yoy while the sales of footwear, allied
products and other clothing accessories picked up by 1.3% yoy
for the first two months of 2019. The data prints suggested
that the outlook of retail sector remained uncertain. We may
still need more data to gauge the outlook of the sector.
Moving forward, there are three major headwinds weighing
on the outlook of retail sales. Firstly, global economic
slowdown may cloud the economic outlook of HK, which
might dent domestic consumption sentiments. Secondly,
stronger HKD might weaken visitors’ purchasing power.
Thirdly, US-China trade war risks remain unsolved.

Macau’s gross gaming revenue reduced slightly by
0.4% yoy to MOP 25.84 billion in March. Despite
that gaming revenue decreased, the drop in the
data print has been less than market expected,
partly supported by infrastructure improvement.

= Despite that, we still expect gaming revenue growth to
decelerate in the coming months, amid several uncertainties.
Firstly, given the lingering US-China trade war risks and
concerns over global economic slowdown, muted economic
outlook of Asia might dent the travelling and gambling
sentiments. Secondly, despite infrastructure improvement, it
might only help to lure low-end and same-day visitors. The
supports to gaming revenue expect to be relatively moderate.
Meanwhile, the worries about China’s economic slowdown
might hinder the growth of VIP gaming revenue. Thirdly, as
the mega entertainment projects were completed
successively, it might become more difficult for gambling hubs
to attract tourists, given the lack of the opening-up of new
projects recently. Fourthly, policy risks might loom the outlook
over the gaming sector. All in all, we expect gross gaming
revenue to expand by 2%-5% in 2019.

Facts

OCBC Opinions

RMB remained strong last week on the back of
hopes that China may reach the trade deal with the
US soon though RMB failed to break 6.7. RMB
gained against its major trading partners with the
RMB index ended the week at 95.34.

=  RMB continued to consolidate in the familiar range as market
is still waiting patiently for the news from the US-China trade
war. In the near term, RMB will remain a dollar play.
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offer or solicitation for the subscription, purchase or sale of the securities/instruments mentioned herein. Any forecast on
the economy, stock market, bond market and economic trends of the markets provided is not necessarily indicative of the
future or likely performance of the securities/instruments. Whilst the information contained herein has been compiled
from sources believed to be reliable and we have taken all reasonable care to ensure that the information contained in
this publication is not untrue or misleading at the time of publication, we cannot guarantee and we make no
representation as to its accuracy or completeness, and you should not act on it without first independently verifying its
contents. The securities/instruments mentioned in this publication may not be suitable for investment by all investors. Any
opinion or estimate contained in this report is subject to change without notice. We have not given any consideration to
and we have not made any investigation of the investment objectives, financial situation or particular needs of the
recipient or any class of persons, and accordingly, no warranty whatsoever is given and no liability whatsoever is accepted
for any loss arising whether directly or indirectly as a result of the recipient or any class of persons acting on such
information or opinion or estimate. This publication may cover a wide range of topics and is not intended to be a
comprehensive study or to provide any recommendation or advice on personal investing or financial planning.
Accordingly, they should not be relied on or treated as a substitute for specific advice concerning individual situations.
Please seek advice from a financial adviser regarding the suitability of any investment product taking into account your
specific investment objectives, financial situation or particular needs before you make a commitment to purchase the
investment product. OCBC and/or its related and affiliated corporations may at any time make markets in the
securities/instruments mentioned in this publication and together with their respective directors and officers, may have or
take positions in the securities/instruments mentioned in this publication and may be engaged in purchasing or selling the
same for themselves or their clients, and may also perform or seek to perform broking and other investment or securities-
related services for the corporations whose securities are mentioned in this publication as well as other parties generally.

This report is intended for your sole use and information. By accepting this report, you agree that you shall not share,
communicate, distribute, deliver a copy of or otherwise disclose in any way all or any part of this report or any information
contained herein (such report, part thereof and information, “Relevant Materials”) to any person or entity (including,
without limitation, any overseas office, affiliate, parent entity, subsidiary entity or related entity) (any such person or
entity, a “Relevant Entity”) in breach of any law, rule, regulation, guidance or similar. In particular, you agree not to share,
communicate, distribute, deliver or otherwise disclose any Relevant Materials to any Relevant Entity that is subject to the
Markets in Financial Instruments Directive (2014/65/EU) (“MiFID”) and the EU’s Markets in Financial Instruments
Regulation (600/2014) (“MIiFIR”) (together referred to as “MiFID II”), or any part thereof, as implemented in any
jurisdiction. No member of the OCBC Group shall be liable or responsible for the compliance by you or any Relevant Entity
with any law, rule, regulation, guidance or similar (including, without limitation, MiFID Il, as implemented in any
jurisdiction).
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