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* In response to the deterioration of China’s property sector over recent months the
regulators announced significant support measures last week.

» These measures include providing bank lending facilities for local governments to
buy unsold inventories and lowering the mortgage rates for households.

» Equity market sentiment was bolstered by the announced measures, but their actual
implementation remains the key.

Weak property sector warrants more pro-
active policy support

China announced more measures to support the property sector at a national
government meeting on May 17. The stimulus measures come at a time when China'’s
property sector continues to weaken with price declines and lower transaction
volumes. The focus of the measures is to support housing demand, by lowering
mortgage rates and getting local government to buy the unsold property inventories.
Equity market sentiment improved significantly after the announcement of these
measures.

China’s property sector has deteriorated in recent months. The 70-city home prices
showed faster declines in April. New home prices declined 3.5% YoY and secondary
home prices declined 6.8% YoY, compared to the declines of 2.7% YoY and 5.9% YoY
respectively in March. Among the 70 cities, new home prices declined in 64 cities in
April compared to 57 cities in March, while new home prices increased in only 6 cities
(compared to 11 in March). Property prices across tier-1, tier-2 and tier 3 cities
continued their downward spiral accompanied by weak sentiment in the market.

Figure 1: Home prices in 70 major cities
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Source: Bloomberg, Deutsche Bank AG. Data as of May 21, 2024
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The property sector remains the weakest link in the economy,
and it has been in decline for nearly three years. New home
prices in 70 major cities have declined 5.8% since peaking in
August 2021 while secondary home prices have fallen by an
ever steeper 11.5%. According to the National Bureau of
Statistics in China, the real estate climate index declined to 92.0
points - its lowest level in over 20 years — in April 2024, down
from a high of 101.4 points in February 2021.

Figure 2: China Real Estate Climate Index
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Source: Bloomberg, Deutsche Bank AG. Data as of May 21, 2024

Declining property prices have not only affected the related
construction materials and service sectors but have also
prompted negative wealth effects on household consumption.
This increased the need for policymakers to respond with
supportive measures.

Local governments to help with unsold
property inventory

One of the key measures announced last week was that local
governments would be tasked to buy unsold homes from
developers and convert them into affordable housing. PBoC
deputy governor Tao Ling said that they would create a
CNY300bn re-lending facility to support local governments in
their affordable housing efforts. The interest rates on the loans
would be as low as 1.75% and they would be renewable for five
years. Banks are also encouraged to support SOEs in their
affordable housing efforts, so the total funding support could
reach CNY500bn.

These are significant measures as they would directly address
the demand-side issues of the unsold property inventory of
developers. Local governments had previously purchased
unsold new properties or secondary properties and converted
them into affordable housing. However, these transactions were
implemented in relatively small numbers and in only a few cities.
Despite the announcement last week, we think a nationwide
large-scale involvement of local governments in purchasing
unsold properties is unlikely. For selected cities where
affordable housing is in strong demand, local government may
step in with the bank lending support. However, for some lower-
tier cities where affordable housing is not in strong demand, the
actual implementation of the policy could be in doubt given the
limited financial resources of local governments, in our view.

Incentivise home purchases with lower
mortgage rates

Last week, PBoC also announced more measures to incentivise
households to purchase property, including 1) lowering the
minimum mortgage downpayment requirement for property
purchases to 15% (from 20% previously) for first homes and to
25% (from 30% previously) for second homes, 2) lowering
mortgage interest rates by 25 bps from the housing provident
fund programmes, and 3) removing mortgage floors for home
purchases (previously LPR-20 bps for first homes and
LPR+20bps for second homes).

These measures could significantly reduce the cost of buying
properties for households. The minimum downpayment rate of
15% is already the lowest on the record. With the reduced
mortgage rates from the housing provident fund and the
removal of floor interest rates, coupled with the possible
reductions in loan prime rates, purchasing a home is becoming
much more cost-efficient in China. While these measures are
unlikely to prompt a sudden improvement in household
sentiment about the property sector, we think they may
significantly support property purchases for actual use rather
than for investment purposes, including from first-time buyers
and buyers looking for larger properties/higher-quality housing.

Figure 3: China real estate sales
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In addition, the loosening and lifting of city-level purchase
restrictions were significant measures. As discussed in our
recent ClO Special (China: growth key to market upside,
published on May 14, 2024), many tier-1 and tier-2 cities
recently eased the purchase restrictions, including Nanjing,
Chengdu, Changsha, Hangzhou, etc. Even in the tier-1 cities
such as Beijing, Guangzhou and Shenzhen, purchase
restrictions were relaxed in order to support transactions. Since
late last month, anecdotal evidence indicates that transaction
volumes in these cities increased visibly after the loosening of
purchase restrictions.
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Equity market sentiment improving on
the back of the property market

As the market was expecting more pro-active support measures
for China’s property sector, equity market sentiment improved
quite visibly. Hong Kong's property equity index was up nearly
5.0% last week. With better sentiment, the Hong Kong
benchmark Hang Seng Index was up 3.1% and the Hong Kong
Tech Index was up 3.8%. Last week was already the fourth
consecutive week that Hong Kong equities recorded positive
returns.

The recent property measures could support near-term property
market transactions. In particular, the government’s help on
buying unsold inventory could provide relief to some of the
cash-strapped developers. As local government may be short of
financial resources, they may need to finance these purchases
through bank lending or more bond issuances.

Just last week, China announced that it would sell CNY1tn (or
USD138bn) of ultra-long-term treasury bonds to enhance the
fiscal support to the economy. The government plans to use the
funds to develop strategic areas in China, including
technological innovation, coordinated regional development,
ensuring energy security and high-quality population
development. This bond issuance is equivalent to more than 1%
of GDP and it would be a powerful fiscal stimulus tool for the
economy. With the added fiscal support from central
government, we think some financial resources may be shifted
to local government for property-related purposes.

Having said that, we do not expect any quick turnaround of the
downward price trends in property in most Chinese cities. The
current macroeconomic recovery is still quite gradual, with
slight improvements in exports and manufacturing. The labour
market remains challenging and jobseeking is not easy
especially for younger people. Therefore, with lower income
expectations, the appetite to buy properties among Chinese
households could stay low in the near term. In addition, on
Monday, the PBoC kept the Loan Prime Rate unchanged for this
month at 3.45% for 1Y and 3.95% for 5Y. The rates are still
relatively high compared to the rental yield of the properties
which is around 2%. Households will therefore still have to live
with negative carry and are likely to feel incentivised to repay
their mortgages instead of extending them, let alone investing
again, in our view. We only expect the PBoC to make a small
rate cut of 15 bps to the 1Y Loan Prime Rate to 3.3% by March
2025.

Having said that, with the likely improving growth recovery in
China in the second half of this year, we believe consumer
sentiment may improve together with an upturn in the labour
market. On Chinese equites, we think the ongoing re-evaluation
of China by investors supports our expectations of a broad and
sustained recovery in Chinese equities in H2 (please refer to CIO
Special on China — growth key to market upside).
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Glossary

CNY is the currency code for the Chinese yuan.

The Consumer Price Index (CPI) measures the overall change in consumer prices based on a representative basket of goods and
services over time.

The China Securities Regulatory Commission (CSRC) is a government agency directly under the State Council of the People's
Republic of China. It is the national regulatory body that oversees the securities and futures industry in China.

Foreign direct investment (FDI) is a category of cross-border investment in which an investor resident in one economy establishes a
lasting interest in and a significant degree of influence over an enterprise resident in another economy.

GRE refers to Government-related entities in China.

Gross domestic product (GDP) is the standard measure of the value added created through the production of goods and services in
a country during a certain period.

The National Bureau of Statistics (NBS), is a deputy-cabinet level agency directly under the State Council of the People's Republic
of China.

The National People’s Congress (NPC) is China’s highest legislative body which holds annual sessions in spring to discuss on policy
matters.

People’'s Bank of China (PBoC) is the central bank of the people’s republic of China.

Purchasing manager indices (PMI) provide an indicator of the economic health of the manufacturing sector and are based on five
major indicators: new orders, inventory levels, production, supplier deliveries and the employment environment. The composite PMI
includes both manufacturing and services sectors. They can be published by public sector or private agencies (For example, Caixin,
Nikkei etc.)

Producer price inflation (PPI) measures the change in prices received by producers (e.g. firms) for their output.

USD is the currency code for the U.S. Dollar.

20.5.2019- 20.5.2020- 20.5.2021 - 20.5.2022 - 20.5.2023 -
Performance 20.5.2020 20.5.2021 20.5.2022 20.5.2023 20.5.2024
Hang Seng -12.2% 16.6% -27.2% -6.1% 1.0%
Hang Seng Tech 50.7% 42.1% -45.9% -10.8% 8.2%
Hang Seng China Enterprises -6.9% 7.5% -33.1% -7.4% 5.6%
MSCI HK Real Estate -27.9% 14.7% -11.5% -12.2% -18.0%
China A Shares 11.6% 46.8% -21.5% -8.9% -12.4%
China H Shares -6.9% 7.5% -33.1% -7.4% 5.6%
MSCI China 10.2% 26.8% -36.8% -6.8% 3.9%
Shanghai Composite 0.5% 21.6% -10.3% 4.4% -3.4%
CSI 300 8.8% 31.8% -21.4% -3.3% -6.4%
USD/CNY 2.8% -9.4% 3.7% 5.2% 3.0%
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This document may not be distributed in Canada or Japan. This document is intended for retail or professional clients only. This document is being circulated
in good faith by Deutsche Bank Aktiengesellschaft, its branches (as permitted in any relevant jurisdiction), affiliated companies and its officers and employees
(collectively, “Deutsche Bank”).

This material is for your information only and is not intended as an offer, or recommendation or solicitation of an offer to buy or sell any investment, security,
financial instrument or other specific product, to conclude a transaction, or to provide any investment service or investment advice, or to provide any research,
investment research or investment recommendation, in any jurisdiction, but is intended solely for information purposes. The information does not replace
advice tailored to the individual circumstances of the investor.

All materials in this communication are meant to be reviewed in their entirety.

If a court of competent jurisdiction deems any provision of this disclaimer unenforceable, the remaining provisions will remain in full force and effect. This
document has been prepared as a general market commentary without consideration of the investment needs, objectives or financial circumstances of any
particular investor. Investments are subject to market risks which derive from the instrument or are specific to the instrument or attached to the particular
issuer. Should such risks materialise, investors may incur losses, including (without limitation) a total loss of the invested capital. The value of investments can
fall as well as rise and you may not recover the amount originally invested at any point in time. This document does not identify all the risks (direct or indirect)
or other considerations which may be material to an investor when making an investment decision.

"ou

This document and all information included herein are provided “as is”, “as available” and no representation or warranty of any kind, express, implied or
statutory, is made by Deutsche Bank regarding any statement or information contained herein or in conjunction with this document. To the extent permissible
under applicable laws and regulations, we are making no representation as to the profitability of any financial instrument or economic measure. All opinions,
market prices, estimates, forward looking statements, hypothetical statements, forecast returns or other opinions leading to financial conclusions contained
herein reflect Deutsche Bank's subjective judgment as of the date of this document. Without limitation, Deutsche Bank does not warrant the accuracy,
adequacy, completeness, reliability, timeliness or availability of this communication or any information in this document and expressly disclaims liability for
errors or omissions herein. Forward looking statements involve significant elements of subjective judgments and analyses and changes thereto and/or
consideration of different or additional factors could have a material impact on the results indicated. Therefore, actual results may vary, perhaps materially,
from the results contained herein.

Unless otherwise indicated in this document, all statements of opinion reflect the current assessment of Deutsche Bank, which may change at any time.
Deutsche Bank does not assume any obligation to either update the information contained in this document or inform investors about available updated
information. The information contained in this document is subject to change without notice and based on a number of assumptions, estimates, opinions and
hypothetical models or analyses which — although, From the Bank’s current point of view are based on adequate information — may not prove valid or turnout
in the future to be accurate or correct and may be different from conclusions expressed by other departments within Deutsche Bank. Although the information
contained in this document has been derived from sources that Deutsche Bank considers trustworthy and reliable, Deutsche Bank does not guarantee the
completeness, fairness, or accuracy of the information and it should not be relied upon as such. This document may provide, for your convenience, references
to websites and other external sources. Deutsche Bank takes no responsibility for their content and their content does not form any part of this document.
Accessing such external sources is at your own risk.

To the extent permissible under applicable laws and regulations, this document is for discussion purposes only and is not intended to create any legally
binding obligations on Deutsche Bank and Deutsche Bank is not acting as your financial advisor or in a fiduciary capacity unless otherwise expressly agreed by
Deutsche Bank in writing. Before making an investment decision, investors need to consider, with or without the assistance of a financial professional, whether
any investments and strategies described or provided by Deutsche Bank, are appropriate, in light of the investor’s particular investment needs, objectives,
financial circumstances, the possible risks and benefits of such investment decision. When making an investment decision, potential investors should not rely
on this document but only on what is contained in the final offering documentation relating to the investment. As a global financial services provider, Deutsche
Bank from time to time faces actual and potential conflicts of interest. Deutsche Bank's policy is to take all appropriate steps to maintain and operate effective
organisational and administrative arrangements to identify and manage such conflicts. Senior management within Deutsche Bank are responsible for ensuring
that Deutsche Bank’s systems, controls and procedures are adequate to identify and manage conflicts of interest. Deutsche Bank does not give tax or legal
advice, including in this document, and nothing in this document should be interpreted as Deutsche Bank providing any person with any investment advice.
Investors should seek advice from their own tax experts, lawyers, and investment advisers in considering investments and strategies described by Deutsche
Bank. Unless notified to the contrary in a particular case, investment instruments are not insured by any governmental entity, not subject to deposit protection
schemes and not guaranteed, including by Deutsche Bank. This document may not be reproduced or circulated without Deutsche Bank’s express written
authorisation. Deutsche Bank expressly prohibits the distribution and transfer of this material to third parties. Deutsche Bank accepts no liability whatsoever
arising from the use or distribution of this material or for any action taken or decision made in respect of investments mentioned in this document which the
investor may have made or may make in the future.

The manner of circulation and distribution of this document may be restricted by law or regulation in certain countries, including, without limitation, the United
States. This document is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident of or located in any locality,
state, country, or other jurisdiction where such distribution, publication, availability or use would be contrary to law or regulation or which would subject
Deutsche Bank to any registration or licensing requirement within such jurisdiction not currently met. Persons into whose possession this document may come
are required to inform themselves of, and to observe, such restrictions. Past performance is no guarantee of future results; nothing contained herein shall
constitute any representation, warranty, or prediction as to future performance. Further information is available upon investor’s request.

Deutsche Bank AG is a stock corporation (“Aktiengesellschaft”) incorporated under the laws of the Federal Republic of Germany with its head office in
Frankfurtam Main. It is registered with the district court (“Amtsgericht”) in Frankfurtam Main under number HRB 30 000and licensed to carry out banking
business and to provide financial services. Supervisory authorities are the European Central Bank (“ECB”), Sonnemannstrasse 22, 60314 Frankfurt am Main,
Germany (www.ecb.europa.eu) and the German Federal Financial Supervisory Authority (“Bundesanstalt fiir Finanzdienstleistungsaufsicht” or “BaFin”),
Grauheindorfer Strasse 108, 53117 Bonn and Marie-Curie-Strasse24-28, 60439 Frankfurt am Main(www.bafin.de), and by the German Central Bank
(“Deutsche Bundesbank”), Wilhelm-Epstein-Strasse 14, 60431 Frankfurtam Main (www.bundesbank.de).

This document has neither been submitted to nor reviewed or approved by any of the above or below mentioned supervisory authorities.
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Kuwait, and no agreement relating to the sale of the Interests will be concluded in Kuwait. No marketing or solicitation or inducement activities are being used
to offer or market the Interests in Kuwait.

For Residents of the Kingdom of Saudi Arabia

This document may not be distributed in the Kingdom except to such persons as are permitted under the Investment Fund Regulations issued by the Capital
Market Authority. The Capital Market Authority does not take any responsibility for the contents of this document, does not make any representation as to its
accuracy or completeness, and expressly disclaims any liability whatsoever for any loss arising from, or incurred in reliance upon, any part of this document.
Prospective subscribers of the securities should conduct their own due diligence on the accuracy of any information relating to securities. If you do not
understand the contents of this document, you should consult an authorised financial adviser.

For Residents of Qatar

This document has not been filed with, reviewed or approved by the Qatar Central Bank, the Qatar Financial Markets Authority, the Qatar Financial Centre
Regulatory Authority or any other relevant Qatari governmental body or securities exchange or under any laws of the State of Qatar. This document does not
constitute a public offering and is addressed only to the party to whom it has been delivered. No transaction will be concluded in Qatar and any inquiries or
applications should be received, and allotments made, outside Qatar.

For Residents of the Kingdom of Bahrain

This document does not constitute an offer for sale of, or participation in, securities, derivatives or funds marketed in Bahrain within the meaning of Bahrain
Monetary Agency Regulations. All applications for investment should be received and any allotments should be made, in each case from outside of Bahrain.
This document has been prepared for private information purposes of intended investors only who will be institutions. No invitation shall be made to the public
in the Kingdom of Bahrain and this document will not be issued, passed to, or made available to the public generally. The Central Bank (CBB) has not
reviewed, nor has it approved, this document or the marketing of such securities, derivatives or funds in the Kingdom of Bahrain.

For Residents of South Africa

This document does not constitute or form a part of any offer, solicitation or promotion in South Africa. This document has not been filed with, reviewed or
approved by the South African Reserve Bank, the Financial Sector Conduct Authority or any other relevant South African governmental body or securities
exchange or under any laws of the Republic of South Africa.
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services subject to the supervision and control of the European Central Bank (“ECB”) and the German Federal Financial Supervisory Authority (“BaFin”).
Deutsche Bank AG, Brussels Branch, is also supervised in Belgium by the Financial Services and Markets Authority (“FSMA", www.fsma.be). The branch has
its registered address at Marnixlaan 13-15, B-1000 Brussels and is registered under number VAT BE 0418.371.094, RPM/RPR Brussels. Further details are
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number 315841 with its registered Office: 21 Moorfields, London, United Kingdom, EC2Y 9DB. DB UK Bank Limited is authorised by the Prudential
Regulation Authority and is regulated by the Financial Conduct Authority and the Prudential Regulation Authority. DB UK Bank Limited’s Financial Services
Registration Number is 140848.
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which are likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other than with
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SFO and any rules made under the SFO.
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