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Westpac MNI China CSI: 113.1, 3.0%m/m, 1.9%y/y

® The Westpac MNI China Consumer Sentiment Indicator Figure 1: Westpac MNI China CSI: the headline
(hereafter the CSI) rose 3.3pts from 109.7 in October to 113.1
in November. The CSl is now up 1.9% on a year ago but still 6% 135 index index .
below its long run average. The Index is in line with the average
recorded over the last 18mths. 130 Source: M westpac. 130
® This follows what was a steep correction in October. The
intervening month has seen a further interest rate cut. 125 125
¢ All of the five components of the CSI rose in November. The 120 L 120
biggest rises were in ‘business conditions next 5yrs’ and w
‘business conditions next 12mths’ — these two components 115 ! - 115
were also the biggest movers in October’s sharp decline.
Clearly the broader economy remains a key swing factor for 110 ! 110
confidence. ‘Family finances vs a year ago’ and ‘family finances «amm\Westpac MNI China Consumer Sentiment Indicator
next 12mths’ rose by 2.7pts and 3.1pts respectively. ‘Time to 105 3 105
buy a major household item’ continued to be the most resilient rongrin average
component, rising 1.3pts after a milder 4pt fall in October. 100 T T T T T 100
‘Current business conditions’ (not part of the headline, but Apr-07 Oct-08 Apr-10 Oct-11  Apr-13  Oct-14  Apr-16

highly correlated with the PMIs & official IP) also posted a solid,
though only partial, recovery from October’s heavy fall.

Figure 2: Family finances: current & expected

® The employment indicator posted a robust 5.9%m/m gain but
was still down 4.7%y/y. The picture around jobs is consistent

N X 3 X 5 125 % of sample % of sample_ ;55
with continued weakness in the labour-intensive export sector

average average|
as well as the downward pressure operating on a range of blue 120 - 120
g A fng o 5 q emCurrent
collar domestic activities. Household inflation expectations —Expectod
lifted after a sharp fall last month but are still down 3.6%y/y. s P -
110 - 110

® Consumer attitudes towards real estate showed mixed results
in November but remain notably less pessimistic than other 105 - 105
aspects of the survey. Across the four key indicators, there was
a further moderation in house price expectations and fewer
consumers nominated real estate as the ‘wisest place for 95 - 95
savings’ but assessments of ‘time to buy’ improved, as did the

proportion nominating house purchase as a ‘motivation for 20 -9

saving’. The mix suggests investor demand continues to soften 85 - 85
but owner occupier attitudes may be starting to improve. . Source: MNI, Westpac. 50
® Attitudes towards real estate continue to show a wide Apr-07 Oct-08 Apr-10 Oct-11  Apr-13  Oct-14 Apr-16

geographic divergence but with some notable shifts in recent

months. Price expectations weakened sharply in the North
East but posted a solid rise in the Central & West (C&W). Figure 3: Business conditions: expected
Assessments of ‘time to buy’ have also shown a better rally

in the hinterland. These shifts are notable given the greater
demand-supply mismatch in the interior cities and may be a

tentative sign that the sales rebound evident elsewhere may be 125 Zf,s:ga:ple % Ofasvaer?apglz 125

starting to spread to these areas. 120 4 et 1omthe L 120
® Qverall, the November lift in sentiment is a welcome 115 e=next 5yrs L 115

development. Although we viewed last month'’s sharp drop

as mainly an overdue correction bringing Chinese consumer 110 1 - 110

confidence more in line with the softer tone coming from other 105 4 L 105

economic data, there was a risk that sentiment could have

gone on to register a deeper shock. A timely easing in policy 100 1 - 100

appears to have helped spur this month'’s rally. Despite this, 05 | L o5

Chinese consumers are clearly still anxious about the outlook

for the economy and jobs. Sentiment around housing remains 90 - 90

a notable positive but even here we are wary of recent slippage 85 | L 85

and what this may mean for a recovery that has yet to show Source: MNI, Westpac

convincing signs of broadening and strengthening. 80 T T T T T 80
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the
assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results
ultimately achieved may differ substantially from these forecasts.
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Figure 4: Business conditions & industrial output Figure 5: Expected house prices & land prices
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Figure 6: Employment outlook & export growth Figure 7: House prices & ‘good time to buy’
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Table 1: The Westpac MNI China Consumer Sentiment Survey

long run oneyear six months

average! ago ago Jul-15 Aug-15 Sep-15 Oct-15 Nov-15
Consumer Sentiment Indicator 120.3 111.0 111.1 114.5 116.5 118.2 109.7 113.1
Current Indicator 108.5 102.5 101.4 1034 104.9 107.2 102.2 104.2
Expectations Indicator 1282 1166 1176 1218 1242 1255 1148 118.9
Personal finances vs a year ago 1094 101.8 100.1 103.6 106.8 109.8 1039 106.6
Personal finances next 12 months 120.9 112.0 1124 1173 1224 1202 1114 114.5
Business conditions next 12 months 121.0 105.9 1105 114.8 117.0 1205 108.1 112.2
Business conditions next 5 years 142.6 1321 129.7 1334 1332 136.0 124.8 130.1
Time to buy a major household item? 107.5 103.1 102.6 103.3 102.9 104.6 100.5 101.8
Housing composite 1134 1183 1211 1232 124.1 119.9 1184 1171
Auto composite 874 874 86.7 87.1 86.9 88.8 885 87.1
Business conditions vs a year ago 113.2 102.2 102.9 1044 106.8 111.0 100.1 105.4
Employment expectations 105.7 99.9 973 918 96.6 96.4 89.9 95.2
House Price expectations 1134 1183 121.1 123.2 124.1 1199 1184 1171
Inflation expectations 136.7 138.0 139.2 1423 139.2 135.5 1316 133.1
Interest rate expectations 114.7 1129 107.5 1147 116.2 1144 112.8 110.1
Stock market expectations 107.3 98.5 103.0 93.5 104.1 976 104.7 104.0

Note: all index point changes are calculated on rounded numbers; see page 9 for methodological details.

Sources for all tables: Westpac and MNL. 1. Average calculated from Apr-2007 to Aug-2015.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the
assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results
ultimately achieved may differ substantially from these forecasts.
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Figure 8: Inflation & interest rate expectations

Figure 9: Inflation expectations & the CPI
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Figure 10: Sentiment by region Figure 11: Auto composite & auto sales
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Table 2: Westpac MNI China CSI & other economic surveys, % of long run average

Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15
Westpac MNI CSI 923 923 93.3 95.2 96.8 98.3 91.2 94.0
Westpac MNI business conditions vs a year ago 92.8 90.9 9338 922 944 98.1 884 93.2
Caixin Manufacturing PMI 95.1 95.7 96.1 93.0 919 91.7 939 n.a.
Caixin Services PMI 96.3 974 94.2 97.8 93.8 91.8 94.6 n.a.
NBS Manufacturmg PMI 944 946 94.6 94.2 936 93.8 9338 n.a.
NBS Services PMI 94.0 93.7 94.8 94.9 94.0 94.0 93.5 n.a.

Sources: MNI, Westpac, Markit, Chinese National Bureau of Statistics, CEIC. Caixin (previously HSBC). Note the flash Caixin survey has been discontinued.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the
assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results
ultimately achieved may differ substantially from these forecasts.
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Table 3: Consumer attitudes towards real estate

Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 YA I3

House price expectations : % of average 106.3 106.7 104.5 108.6 109.4 105.7 104.4 103.3
House price expectations: % net 120.6 121.1 1185 1232 124.1 1199 1184 1171
9% nominating Go Up Dramatically 6.8 83 89 96 89 7. 10.1 7.3
% nominating Go Up SlightlyA 362 360 318 384 415 400 323 35.4
% nominating Stay the Same/ 325 312 30.8 273 26.7 286 29.0 30.7
% nominating Go Down Slightly 7.1 83 9.8 6.5 7.7 9.0 104 10.7
% nominating Go Down Sharply” 0.8 1.1 14 23 17 27 26 2.5
Don't Know/No AnswerA 16.7 15.2 17.2 16.0 135 12.5 155 13.4
House price expectations by region: % net
East 121.7 1216 120.0 1225 123.6 119.0 119.7 114.2
North East (incl. Beijing) 1239 120.1 1203 121.7 120.7 1179 116.7 109.6
Centre East (incl. Shanghai) 1214 1216 118.8 121.2 126.0 1185 1184 114.1
South East (incl. Guangzhou) 1189 1233 121.1 124.9 124.9 1210 125.7 119.8
Central & Western 1183 120.1 1157 1245 124.9 1216 115.9 124.0
Good time to buy a house? % of average 99.6 100.7 97.6 98.9 98.7 101.3 96.2 99.4
Good time to buy a house? % net 96.0 97.1 94.2 954 952 97.7 92.7 95.9
% of responses due to* income 14.3 9.7 14.6 163 59 20.1 123 8.0
% of responses due to* policy 47 17.6 128 108 94 6.5 1.7 22.0
% of responses due to* prices 81.0 726 72.6 729 84.7 734 86.0 70.0
Bad time to buy a house due to ...
% nominating® income 299 39.2 30.5 285 22.1 279 266 21.7
% nominating* policy 6.8 3.0 88 1.7 96 6.9 183 28.7
% nominating* prices 63.4 57.8 60.7 59.8 68.3 65.2 55.1 49.6

Primary motivation for saving -

housing purchase or downpayment/A# >0 89 66 6 84 92 > 6.9
Wisest place for savings: domestic real estate/\# 16.6 16.8 15.7 16.2 104 13.2 143 10.4
Wisest place for savings: foreign real estate/\# 0.7 0.7 03 0.1 1.1 0.5 1.1 0.0
Does your family currently have a housing loan?

9% nominating yes 218 211 19.3 232 184 226 16.9 18.0

% nominating no 780 781 80.6 76.6 816 771 83.1 81.6
What sectors will perform well in the
stock market? % nominating” ...

steel 1.7 43 6.6 2.1 1.1 1.6 04 0.6
construction and building materials 3.1 5.1 64 32 22 4.5 08 0.4
real estate 9.3 7.8 57 0.6 20 2.1 0.9 2.5

See page 9 for methodological details. A Shares of 100%. *Pro rata proportions. #See other categories in tables 4 and 5 overleaf. Sources for all tables: Westpac and MNI.

® Consumer attitudes towards real estate saw mixed ® In contrast, consumers in the Central West posted strong
results in November. House price expectations showed a gains across all metrics except the proportion nominating
further moderation while there were also fewer consumers real estate as the ‘wisest place for savings’. House price
favouring real estate as the ‘wisest place for savings’ - expectations recorded a particularly strong rise in the
these shifts indicative perhaps of some softening in investor region, running against the broader weakening trend
demand. However assessments of ‘time to buy’ lifted back elsewhere.

towards long term average levels while more consumers
nominated house purchase as a prime ‘motivation for
saving'. This in turn may be a sign of firming owner-occupier

® The regional variation is notable given the bigger demand-
supply mismatch in the interior cities and the much stronger
price resurgence in ‘tier 1’ cities to date. The mix may be a

N tentative sign that the sales rebound evident elsewhere may
® Responses also showed notable variations by region. be starting to spread to the hinterland. We continue to view
Consumers in the North East were more downbeat with real housing as being at a critical ‘inflection point’. Assuming a

estate sentiment weaker across all metrics. House price complete pass through from last month'’s official interest
expectations recorded a particularly sharp fall, the 6.1% rate cut, average housing loan rates have likely reached 6yr
drop taking the regional index to a 2%2yr low. lows. We expect further policy easing in the first half of 2016.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the
assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results
ultimately achieved may differ substantially from these forecasts.
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Table 4: Consumer savings motivations, all China: “What is the main reason you are saving?”

Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15
Loss of income or employment 22.7 22.7 22.1 242 26.7 230 234 19.5 23.3
Housing purchase or downpayment 6.8 5.0 89 6.6 6.5 84 9.2 59 6.9
Car purchase or downpayment 24 33 2.1 3.0 34 4.1 25 34 2.6
Household good purchase 32 49 34 3.1 35 38 32 2.8 2.3
Children's education 17.7 16.1 17.5 175 175 179 16.8 174 16.8
Own health expenses 252 24.0 223 246 22.5 184 209 286 27.0
Own retirement 153 184 154 16.8 14.8 15.1 16.1 17.2 14.4
Saving to start own business 14 1.8 1.3 1.0 2.2 24 13 14 1.6
Other* 53 3.8 6.9 32 29 7.0 6.5 39 5.0

Table 5: Consumer savings preferences, all China: “What is the wisest place for your savings?”

Mar-15 Apr-15 May-15 Jun-15 Jul-15 Aug-15 Sep-15 Oct-15 Nov-15

Bank Deposits 39.7 349 334 374 38.0 34.6 30.8 345 35.6
Fund 6.2 49 6.3 85 6.7 72 54 2.7 5.6
Bonds 38 3.6 2.2 4.7 30 57 53 2.7 2.8
Local Shares 4.7 6.5 78 59 6.2 6.7 79 6.1 7.5
Foreign Shares 09 03 04 0.0 04 0.2 0.0 03 0.1
China Real Estate 14.6 16.6 16.8 15.7 16.2 104 132 14.3 10.4
Foreign Real Estate 1.0 0.7 0.7 03 0.1 1.1 0.5 1.1 0.0
Wealth management products/ 20.5 220 204 18.0 188 20.5 24.0 212 24.8
Micro Finance Loan Own Region 06 08 06 0.2 1.2 1.9 1.2 34 13
Pay Down Debt 06 03 03 1.2 15 15 08 27 0.5
Other* 72 94 1.1 8.1 8.1 10.3 10.8 1.1 11.2
Risk averse share” 52.6 48.3 46.0 49.4 50.7 48.4 46.0 49.9 51.0
Risk seeking share 47.4 51.7 54.0 50.6 49.3 51.6 54.0 50.1

Source to tables 4 and 5: MNI, Westpac. " Issued by either banks or trust companies. * Includes both “Other” and “Don’t know/refuse to answer”. “Don’t know” is generally zero with respect to
savings motivations, but tends to be the dominant element of “other” in savings preferences. # Deposits, ‘pay down debt’ and WMPs scaled by the approximate share of fixed rate products.

Figure 14: Motivations for savings Figure 15: Wisest place for savings

30 % of total 45 % of total
Source: MNI, Westpac. * Outright purchase or down :c;)rl:\;: SMhaercZV:\‘cprZ(h;)w‘l:‘:cr Efcl:l‘l(:s:'”don" fnow's
payment. Excludes other and “don’t know”. 40
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® Responses on savings motivations show a continued ® Responses on savings/investment preferences also point to
focus on ‘self-insuring’ for healthcare (27%) although the a slight rise in risk aversion. The proportion of respondents
proportion looking to ensure against future loss of income nominating ‘risk averse’ vs 'risk seeking’ asset classes shifted
or employment rose again (23%) after a brief dip in October. from 46/54 in September to 50/50 in October and 51:49 in
Education (17%), and retirement (14%) remain notable November. Bank deposits remain heavily favoured (36%)
‘secondary’ motivations with raising funds for purchasing a despite further falls in most deposit rates in recent months
house still not viewed by many as a high priority (7%). This (in many cases to record historical lows as well). Just under
subdued ‘acquisitive’ saving motivation is consistent with the 25% nominate ‘wealth management products’ while the
risk averse tone of consumer sentiment more generally. The proportion favouring local real estate (10%) was below that
‘other’ category, which captures saving for overseas holidays, favouring ‘other’ assets (11%). ‘Pay down debt’, ‘foreign
improved but remained subdued at 5%. shares’ and ‘foreign real estate’ barely rated a mention.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the
assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results
ultimately achieved may differ substantially from these forecasts.
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Figure 16: Shopping indicator & retail sales Figure 17: ‘Dining out’ & retail sales
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Figure 18: Entertainment spending & retail sales Figure 19: Western style fast food & ‘dining out’
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Table 6: Selected indicators of spending plans & buying conditions

longrun  oneyear sixmonths ., .5 A0 q5  sep15  Oct-15 NPT

Expected change in spending on ... (net bal %) ago ago

Expected spending on shopping 102.0 928 95.1 945 96.4 100.1 92.2 98.7
Expected spending on entertainment 1020 985 1006 1017 1004 1028 96.0 100.1
Expected spending on dining out 104.0 97.9 97.9 1006 103.9 103.0 97.2 100.8
Expected spending on Western style fast food 915 870 89.0 87.8 89.1 889 86.3 88.8
Buying conditions for ... (net bal %)

Buying conditions for houses 96.5 933 97.1 954 95.2 97.7 92.7 95.9
Buying conditions for cars 101.9 97.5 96.9 1011 100.2 101.8 973 98.5
Buying conditions for major household items 107.6 103.1 102.6 103.3 1029 104.6 100.5 101.8
Buying conditions for IT products 105.9 101.8 103.7 103.7 106.0 105.0 102.7 104.1
Buying conditions for communication devices 106.2 100.3 102.2 102.1 101.9 104.2 99.0 105.0
Buying conditions for afl other appliances 105.7 1024 1034 1018 101.9 104.4 100.1 105.6
% nominating yes

Does your family plan to buy a carin the next 12 months? 133 129 194 183 13.2 144 173
Have you done any online shopping in the last 3 months? 598 559 56.7 530 556 628 53.1 56.6

Source: MNI, Westpac.

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the
assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results
ultimately achieved may differ substantially from these forecasts.
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Figure 20: Expected inflation & family finances Figure 21: Westpac MNI & “Policy Uncertainty”
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Figure 22: Regional house price cycles Figure 23: House price expectations by region
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Figure 24: House price expectations breakdown Figure 25: Employment expectations breakdown
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Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the
assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results
ultimately achieved may differ substantially from these forecasts.
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Figure 26: Perception of equity market value

Figure 27: Equity price expectations: next 3mths
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Figure 28: Equity market valuation breakdown Figure 29: Trailing annual profit or loss
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Figure 30: Equity price expectations: regional Figure 31: Expected relative sector performance

140 index index 140 70 % of respondents
“What sectors do you think will perform well
==North East ==Centre East in the stock marketin the next three months?”
130 emSouth East Central & Western - 130 60
Source: MNI, Westpac.
| 50
1201 N 120 Ml May-15 HMNov-15
. ’ \ 40 A
110 A N A " [ 110 \
‘ I ¥ 30 /
100 { ' 100 \4
20
90 - L 90 10
Source: MNI, Westpac.
80 : : : : : 80 0 - L .
APLO7 OCL0B APri0 Octil Apri3 Oct14 e e e e T

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the
assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results
ultimately achieved may differ substantially from these forecasts.

8



Westpac MNI China CSI

The survey at a glance

Sponsor: Westpac Banking Corporation.
Production: MNI Indicators.

Release time: The final Wednesday of each calendar month at 9:45am local time in the People’s Republic of China. The December survey is
an exception, with the release delayed until the first Wednesday of January.

Date range: Monthly since April 2007.
Collection method: Computer aided telephone interviews.
Collection period: Ten working days from the first business day of the month in the People’s Republic of China.

Sample size and geographic area: Minimum of 1000 respondents aged between 18 and 64 across 30 cities in the 1st, 2nd and 3rd tiers.
Cf. The University of Michigan surveys a minimum of 500 respondents in the United States excluding Alaska and Hawaii.

Sampling error: 3.5% for the “All China" series. Cf. The University of Michigan survey reports a sampling error of 5% at the national level.

Disaggregation: By age (18-34; 35-54; 55-64), by gender, by household income (above and below 96k RMB pa), by region, sub-region and
by tier-1 city for the entire series. The data is also available by occupation from March 2012.

Calculation method: Each individual question is a diffusion index where 100 represents a neutral position, i.e. optimists and pessimists are
equal in number. The headline and other composite indicators are weighted measures comprised of the individual diffusion indices.

Seasonal adjustment: The raw data has been analysed for identifiable seasonality using Census X-13. No identifiable seasonal pattern was
present. Please refer to the Analytical User Guide for further discussion.

Headline indicator: The Westpac MNI China CSl is an equally weighted composite of two current and three forward looking
assessments, namely current and future family finances; overall business conditions one and five years ahead; and buying conditions for
major household items.

Sub-indicators: These cover consumer perceptions and/or intentions regarding employment conditions, the real estate and equity
markets, autos, inflation, gasoline prices, shopping, entertainment, IT & communications products, dining out and interest rates.

Other available information: Household expenditure breakdown, detailed reasoning behind responses, profit and loss on stock
investments, and more. Savings motivations and preferred asset classes are also tracked from June 2014 onwards.

Bloomberg ticker: <MNCCINDX> <INDEX> <GO> or type <WESTPAC MNI> <HELP>

Engquiries regarding subscription packages To receive a copy of the Analytical User Guide
MNI Indicators Westpac Economic Research

Westferry House Level 2, 275 Kent St

11 Westferry Circus Sydney, New South Wales, 2000, Australia

London E14 4HE , United Kingdom Or follow the link Analytical User Guide

Email: info@mni-indicators.com Email: economics@westpac.com.au

Telephone: +44 (0) 20 7862 7444 Telephone: +61 2 8254 8372

To receive this report and other Westpac research
on an ongoing basis, apply at
Email: wibigsupport@westpac.com.au

, @RealPhatDragon @westpacmacro

Past performance is not a reliable indicator of future performance. The forecasts given above are predictive in character. Whilst every effort has been taken to ensure that the
assumptions on which the forecasts are based are reasonable, the forecasts may be affected by incorrect assumptions or by known or unknown risks and uncertainties. The results
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