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Greater China — Week in Review

Highlights: Supply driven reflation

| had a meaningful discussion with clients and counterparties last week during
my trip to Shanghai and Shenzhen, and two key concerns stood out.

First, the normalization of oil prices may prove much slower than the market
currently expects. Even though the war has de-escalated, the extent of damage
to energy infrastructure suggests that supply disruptions could persist for
longer. In my view, commodity traders’ concerns about structurally elevated oil
prices are well-founded.

Second, China’s reflation process appears to be accelerating, but largely driven
by a supply shock rather than a recovery in underlying demand. This raises an
important question: is this good or bad news for China’s equity market?

China’s PPl rose 1.0% MoM in March, marking the sixth consecutive monthly
increase and the strongest gain in nearly four years. On a YoY basis, PPI
accelerated by 1.4ppts to 0.5%, ending a 41-month contraction streak.

The faster rebound in March PPl was driven by four main factors. First, the sharp
rise in global oil prices lifted domestic producer prices in upstream energy-
related sectors. Second, prices along the crude oil-petrochemical chain
increased significantly. Third, the non-ferrous metals sector remained an
important source of support. Fourth, prices in communications and electronics
extended their upward trend.

Nevertheless, CPI fell 0.7% MoM in March, weaker than the typical post-Lunar
New Year seasonal pattern. On a YoY basis, CPI eased to 1.0% from 1.3% in
February. Core CPI also moderated to 1.1% YoY from 1.8% YoY. Structurally,
amid the pullback in international gold prices, domestic gold jewelry prices
declined in March for the first time in eight months.

Looking ahead, if oil prices remain above USD100/bbl, we think PPI inflation
could rise to around 2.0% YoY in the coming months. As for CPI, the recent oil
price surge is likely to feed through via two channels: first, the direct pass-
through from higher crude prices to transportation; and second, the indirect
transmission from PPI to core goods CPI. As a result, CPIl inflation is likely to re-
accelerate in 2Q to about 1.5% YoY.

On reflation, the historically tight correlation between PPl and industrial profits
implies that headline industrial profit growth is likely to improve further in the
near term. However, the nature of this reflation matters. Rising oil prices tend
to widen the divergence in corporate profitability rather than lift all boats —
upstream sectors benefit, while downstream industries face margin
compression from higher input costs.

The bottom line, in our view, is that we should not be overly “optimistic” about
oil-driven PPI reflation, but neither should we dismiss it entirely. | personally
lean to the argument that it provides cyclical support to parts of the market.

Follow our podcasts by searching ‘OCBC Research Insight$’ on Telegram!

By Global Markets | 13 April 2026

Tommy Xie Dongming
Head of Asia Macro Research

Keung Ching (Cindy)
Hong Kong & Macau Economist



£)OCBC
OCBC Group Research

By Global Markets | 13 April 2026

Ultimately, policy matters more than prices. The People's Bank of China will be
the key anchor for equity market direction.

The Hong Kong Monetary Authority announced to grant issuer licences to
Anchorpoint Financial Limited (joint venture between Standard Chartered Hong
Kong, HKT and Animoca Brands) and the HSBC for issuing stablecoins in Hong
Kong. The issuers are said to launch Hong Kong dollar-linked stablecoin in the
second half of this year, focusing on retail payment (P2P and P2M payment) and
investment of tokenized products.

Given Hong Kong’s advanced and efficient electronic payment landscape (such
as the Faster Payment System, FPS), public adoption of stablecoin may remain
limited in the near-term horizon. Future success of stablecoin push will likely
depend on enhancing its interoperability, as well as building sizable pools of
high-quality tokenized assets and growing the Web3 economy which leverage
stablecoins as mediums of exchange. In that connection, Hong Kong authorities
are actively exploring stablecoin applications in payments, decentralized
finance (DeFi), and RWA tokenization, alongside collaboration with industry
stakeholders.

Separately, Hong Kong PMI fell sharply from 53.3 in February to 49.3 in March,
dragged by declines in new order (47.3 vs. 54.9 in Feb) and output sub-indices
(48.6 vs. 55.5 in Feb). The deterioration in business conditions was partly due
to the geopolitical conflict in the Middle East which is expected to strain market
demand. Business confidence, which had shown signs of recovery previously,
slipped deeper into contraction territory in March, as firms expected demand
to remain weak in the months ahead.
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Facts

The Hong Kong Monetary Authority
announced to grant issuer licences to
Anchorpoint  Financial Limited (joint
venture between Standard Chartered
Hong Kong, HKT and Animoca Brands) and
the HSBC for issuing stablecoins in Hong
Kong. The issuers are said to launch Hong
Kong dollar-linked stablecoin in the
second half of this year, focusing on retail
payment (P2P and P2M payment) and
investment of tokenized products.

Facts

In March, China’s PPl rose 1.0% MoM,
marking the sixth consecutive monthly
increase and the strongest gain in nearly
four years. On a YoY basis, PPl accelerated
by 1.4ppts to +0.5%, ending a 41-month
contraction streak.
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Given Hong Kong'’s advanced and efficient electronic payment
landscape (such as the Faster Payment System, FPS), public
adoption of stablecoin may remain limited in the near-term
horizon. Future success of stablecoin push will likely depend on
enhancing its interoperability, as well as building sizable pools of
high-quality tokenized assets and growing the Web3 economy
which leverage stablecoins as mediums of exchange. In that
connection, Hong Kong authorities are actively exploring
stablecoin applications in payments, decentralized finance
(DeFi), and RWA tokenization, alongside collaboration with
industry stakeholders.

Key Economic News
OCBC Opinions

The faster rebound in March PPI was driven by four main factors.
First, the sharp rise in global oil prices lifted domestic producer
prices in upstream energy-related sectors, especially oil and gas
extraction. Among upstream industries, price gains were
particularly pronounced, with oil extraction and petroleum
refining prices rising 15.8% and 5.8% MoM, respectively. Second,
prices along the crude oil-petrochemical chain increased
significantly, as upstream cost pressures were gradually passed
down the supply chain, pushing up prices in chemicals and
chemical fibers by 3.6% and 3.4% MoM, respectively. Third, the
non-ferrous metals sector remained an important source of
support. Although copper prices softened somewhat, stronger
gains in rare earths, aluminum, and other non-ferrous metals
continued to provide an additional boost to PPI. Fourth, prices in
communications and electronics extended their upward trend
for a third consecutive month. In March, producer prices for
computers, communications, and other electronic equipment
rose 0.7% MoM and 0.4% YoY.

Meanwhile, CPI fell 0.7% MoM in March, weaker than the typical
post-Lunar New Year seasonal pattern. This softer reading
mainly reflected two factors. First, warmer weather and
improved supply conditions drove food CPl down 2.7% MoM.
Second, the post-holiday moderation in services demand was
more pronounced than usual, weighing on service CPI. For
example, prices for air tickets, vehicle rentals, and travel agency
services fell 29.5%, 18.9%, and 14.2% MoM, respectively. On a
YoY basis, CPl eased to 1.0% from 1.3% in February. Core CPI also
moderated to 1.1% YoY from 1.8% YoY. Structurally, amid the
pullback in international gold prices, domestic gold jewelry
prices declined in March for the first time in eight months.
Looking ahead, if oil prices remain above USD100/bbl, we think
PPl inflation could rise to around 2.0% YoY in the coming months.
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Hong Kong PMI fell sharply from 53.3 in
February to 49.3 in March, dragged by
declines in new order (47.3 vs. 54.9 in Feb)
and output sub-indices (48.6 vs. 55.5 in
Feb). The deterioration in business
conditions was partly due to the
geopolitical conflict in the Middle East
which is expected to strain market
demand. Business confidence, which had
shown signs of recovery previously, slipped
deeper into contraction territory in March,
as firms expected demand to remain weak
in the months ahead.

As for CPI, the recent oil price surge is likely to feed through via
two channels: first, the direct pass-through from higher crude
prices to transportation; and second, the indirect transmission
from PPl to core goods CPI. As a result, CPl inflation is likely to re-
accelerate in 2Q to about 1.5% YoY.

However, purchasing activity was more active in March than in
the previous month, with the rate of expansion at the fastest in
three years. This was partly linked to consecutive months of
order growth. Many firms also reported buying additional inputs
due to expectations of sharp price increases from suppliers.
Inflationary pressures cooled, with overall input costs (52.6 vs.
53.6 in Feb) and output charges (51.7 vs. 53.1 in Feb) both rising
at slower rates. Meanwhile, employment sub-index improved to
51.2 in March (vs. 50.4 in February), as firms increase hiring in
response to backlog.
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This report is solely for information purposes and general circulation only and may not be published, circulated, reproduced or distributed in whole orin part to any other
person without our prior written consent. This report should not be construed as an offer or solicitation for the subscription, purchase or sale of the securities/instruments
mentioned herein or to participate in any particular tfrading or investment strategy. 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
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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 report 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
report 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, it should not be relied on or freated 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. In the event that you choose not to seek advice from a financial adviser, you should consider whether
the investment product mentioned herein is suitable for you. Oversea-Chinese Banking Corporation Limited (*OCBC Bank”), Bank of Singapore Limited (“BOS"), OCBC
Securities Private Limited (“OSPL") and their respective related companies, their respective directors and/or employees (collectively “Related Persons”) may or might
have in the future, interests in the investment products or the issuers mentioned herein. Such interests include effecting transactions in such investment products, and
providing broking, investment banking and other financial or securities related services to such issuers as well as other parties generally. OCBC Bank and its Related
Persons may also be related to, and receive fees from, providers of such investment products. There may be conflicts of interest between OCBC Bank, BOS, OSPL or
other members of the OCBC Group and any of the persons or entities mentioned in this report of which OCBC Bank and its analyst(s) are not aware due to OCBC Bank's
Chinese Wall arrangement. This report is infended 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 entfity,
a "Relevant Entity"”) in breach of any law, rule, regulation, guidance orsimilar. 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) (“MiFIR") (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 I, as
implemented in any jurisdiction).

The information provided herein may contain projections or other forward looking statements regarding future events or future performance of countries, assets, markets
or companies. Actual events or results may differ materially. Past performance figures are not necessarily indicative of future or likely performance.

Privileged / confidential information may be contained in this report. If you are not the addressee indicated in the message enclosing the report (or responsible for
delivery of the message to such person), you may not copy or deliver the message and/or report to anyone. Opinions, conclusions and other information in this
document that do not relate to the official business of OCBC Bank, BOS, OSPL and their respective connected and associated corporations shall be understood as
neither given nor endorsed.
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Additional disclosures and disclaimers applicable only to clients of Bank of Singapore Limited

This material is being made available to you through an arrangement between Bank of Singapore Limited (Co Reg. No.: 197700866R) (“BOS") and Oversea-Chinese
Banking Corporation Limited (“*OCBC Bank") (Co Reg. No.: 193200032W). BOS and OCBC Bank shall not be responsible or liable for any loss (whether direct, indirect or
consequential) that may arise from, orin connection with, any use of or reliance on any information contained in or derived from this material, or any omission from this
material, other than where such loss is caused solely by BOS' or OCBC Bank's wilful default or gross negligence.

The DIFC Branch of BOS has not conducted or produced any research contained in this material and is acting solely as a conduit in forwarding it to you.

For BOS clients in the United Kingdom:

This research has been prepared by OCBC Bank and made available to BOS. It is intended solely for informational purposes and does not constitute investment advice,
a personal recommendation, or an offer or solicitation to buy or sell any financial instruments. Any payments or non-monetary benefits received or paid will be fully
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