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Composition of new-economy and old-economy companies listed in the
past 10 years by market capitalisation (20)
New economy Old economy

Source: HKEX




GDP BIRYNAP
GDP is not a good

LNUN measure of economic
performance, it's not a
good measure of
well-being

Joseph Stiglitz
Economist



Beyond
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GURE 2. THE MANY ELEMENTS OF HAPPINESS AND WELL BEING
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Retail Ecommerce Sales Worldwide, 2015-2020
trillions, % change and % of total retail sales

2015 2016 2017 2018 2019 2020
M Retail ecommerce sales M % change % of total retail sales

Note: includes products or services ordered using the internet via any
device, regardless of the method of payment or fulfillment; excludes travel
and event tickets

Source: eMarketer, Aug 2016

213201 www.eMarketer.com
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1ICO

is the new

1IPO



Major ICOs in 2016

(number by category of amount raised)

530k - 5250k

5250k -
51 million

51 million +

10 15
Number of ICOs
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GOING CASHLESS AROUND THE WORLD

GLOBAL PAYMENTS
PROPORTION OF CASH AND NON-CASH PAYMENTS

© Cash @ Non-cash

NORTH AMERICA WESTERN EUROPE (f EASTERN EUROPE ASIA-PACIFIC (DEVELOPED)
\
| |
GLOBAL AVERAGE LATIN AMERICA AFRICA ASIA-PACIFIC (EMERGING)
Cash (3) 85%
=
Cards Ei/‘ CAVA 9% 2%

Direct debits/ ".6/\ 4.6%

transfers
(=) 1.2%

Cheques

COUNTRIES WITH THE
HIGHEST PROPORTION OF
CASHLESS TRANSACTIONS

BASED ON CONSUMER
PAYMENT TRANSACTIONS

ADVYANCED ‘
Singapore 61%
Netherlands 60%
France 59%
Sweden 59%
Canada 57%
Belgium 56%
United Kingdom 52%
INCEPTION ’
Italy 6%
Greece 2%
Malaysia 1%
Saudi Arabia 1%
Peru 1%
Egypt 1%

Source: Mastercard Advisers/McKinsey
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Waves of Digital Disruption

<

1995+ 2010+ 2015+

Music Print Media Banking
Photography TV Healthcare
Video Rental Travel Automotive
HR Retail
Education
Teko
Your industry??

2020+
All Safe havens
will be subject

to digital
disruption




ACCENTURE'S STUDY

DISRUPTION IS A WAY OF LIFE

It can be seen in every industry today

63 44)

OF COMPANIES ARE OF COMP
EXPERIENCING HIGHLY S E
DISRUPTION TO FUTUREDISRUPTION
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FORCES OF DISRUPTION

Most executives worry about disruption. There are new types of
competitors and new technologies to understand. On top of that,
there's global economic turmoil to contend with.

Today's forces of disruption can shake up an entire industry sector in
less time than it takes most companies to update their IT systems.

We believe CEOs and businesses should consider five factors:

4 4

p » and

The fundamental challenge for CEOs is to figure out when disruption is
happening to them, to understand where it's coming from and to have
a strategy in place for more than one future.
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THESE FACTORS HAVE THE POTENTIAL TO SIGNIFICANTLY

CHANGE THE NATURE OF AN INDUSTRY - AND THE POWER
AND PROFITS OF PLAYERS WITHIN IT.

Five key
disruptors

- Customers more
1
( ; 0 %

disruptive than

Competitors competitors
7 1%

Customers

570, 6995

Production

a Regulation

Source: PwC CEO pulse 2016, Q. How likely is it that your industry will be disrupted by one of these five factors? Base 268
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Worid Ahead OPPORTUNITIES FOR THE WORLD

Global Growth To Pick Up ﬁg{gnt\%m ggtosstpotential
Pace In 2018, India To Lead S cral

Big Economies Again governance @ Make growth
(% ANNUAL GROWTH ESTIMATES) reforms more inclusive
Eol=e T IZE_

Higher inflation &
interest rates

¥ | Inward-looking
, policies "‘ @
. @ Geopolitical tensnons @
Political uncertainty £#

INDIA US CHINA WORLD in some countries -
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Source : WEF, iIMF
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GLOBAL PMI

56
55 =

54 , VA NS /45\

g — LA
) . m /\/

wl SN /
N ~ \~nST

49 T T T T T T T T T T T T T T T

V\V\b‘\b‘\b‘\“@@@\@'@@‘b\@'@@@\Q’(\(\(\(\(\(\\‘b

’ ’ ’ ’ / ' ’ X ’

TSI F I LI FE I T LTI I T E T

World - JPMorgan Global Manufacturing PMI World - JPMorgan Global Composite PMI
World - JPMorgan Global Services PMI




AFITINITAVNNNNL

30.00

25.00

20.00

15.00

10.00

5.00

2000

2001
2002

— Euro area

2003

2004
2005
2006

= OQECD members

2007
2008
2009

——United States

—
-—
N

2010

= Spain

2012
2013
2014
2015

e—|tgly == Germany

2016

2017



LADHININLATH TN

Current Account Balance (% GDP)
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A GDP 1l 2018 1iuim 3.8%

m2017 =2018

6.9 6.5

us, Maybank KE
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AA GDP T 2018 LAUlH 4.1%

m2017 m2018
4.4
3.6 3.8
29 2.6
- .
C | (€] X

urce : IMF, OECD, Consensus, Maybank KE
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US$ Millions

Foreign fund flow in EM market
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MSCI World stock market index's
performance YTD(%)
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Federal reserve

A survey of 30 economists in March
2017 noted that Powell was slightly
more of a than the
average member of the Board of
Governors. However, The Bloomberg
Intelligence Fed Spectrometer rated
Powell as neutral (i.e. neither a hawk
nor a dove). Powell has been a
skeptic of round 3 of

, initiated in 2012, although he
did vote in favor of
implementation.



https://en.wikipedia.org/wiki/Monetary_hawk_and_dove
https://en.wikipedia.org/wiki/Monetary_hawk_and_dove
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https://en.wikipedia.org/wiki/Quantitative_easing
https://en.wikipedia.org/wiki/Quantitative_easing
https://en.wikipedia.org/wiki/Quantitative_easing
https://en.wikipedia.org/wiki/Jerome_Powell
https://en.wikipedia.org/wiki/Jerome_Powell
https://en.wikipedia.org/wiki/Jerome_Powell

Fig 2: FOMC’s fed fund rate median forecast, 2018-2020

Fed fund rate
hike guidance
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Duration of % Change in Fed Funds rate
Fed Rate Hike Rate Hike Fed Rate Fed Rate Change in MSCI Ax.J Durationto  when Market % of Fed
Episode Cycle {ngh} Fed Fund Rate mdex Market Peak Peaked Rate High
Feb-894  Jun-95 16 months 3.00% 5. 00% 3.00% 2" 7 months 79%
Jun-99  Dec-00 8 months 4] 5. 5 8 months

Jun-04  Aug-07 38 months q 5 25% i 59% 40 months
Cec-15  Current 25 months
Dec-15 Dec-20 60 months 0.25% 2.875% 2.625%

* Fed's interest rate guidance that Fed funds rate will peak at 2.875%
**Assuming that the 80% of the Fed funds rate target of 2.3% is the level that stock market may close to the peak cycle
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Guannlutl 2018

PER17.5X (+2SD)

PER17X (+1.50SD)

-~ I

PER16X (+1SD)

2018

1925

wunsugAnl 2018

o

* EPS18F = 110, EPS19F = 120
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Country Index EPS Growth(%) Performance(%)

18F 19F YTD 2017
Brazil B4,547.09 | 65.3%  13.2% 26.9
Russia 4,533.01 | 13.1% 3.6% . . -16.2
Singapore 3,581.44 | -18.3% 8.6% . 18.1
Vietnam 1,029.08 | 8.5% 18.2% . 48.0
India 3517642 | 27.6%  19.3% . 279
Malaysia 1,849.50 | 5.4% 7.4% . 94

MASDAQ 7,100,990 | 41.5%  15.5% . 282
Thailand 1,791.13 | 10.3% 0.8% : 137
South Korea 2,503.64 | 33.7% 8.4% . . ; 218
Haong Kong 30,298.15 | 7.0% 10.5% . 36.0
STOXX Europe 600 38744 | 9.0% 8.6% -0. 71
MSCI AC Asia-Pac ex. JP 566.68 | 11.6% 10.2% -0. 335
Taiwan 10,539.71 | 13.1% 6.0% 1. 15.0
Japan 2247278 | 1.2% 14.1% -1, 19.1
S&PA00 2,635.67 | 27.9%  10.0% -1, 19.4
Down Jones 23,92498 | 21.5% 8.9% -3 251
Indonesia 6,012.24 | 39.3% 11.9% -5 200
China 3,075.77 | 25.1%  13.6% -] 6.6
Philippines 7,759.03 | 15.9% 13.3% 251
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¢ TJ 1930 ﬂf]ﬁ‘ﬁf]@\‘iﬂ?f]g\lﬂf]ﬁ‘ﬁf] (Tariff Act of 1930 ‘Vidfl‘@ Smoot-
Hawley Tariff Act) 1 lilgasnsuass

. ﬂgmmmﬂmqmmaimmwﬂmmumwwmemmu
ﬂ@vfmm@meﬁﬂummmmimnm Great Depression

. mimuiﬁmqmﬁ%ﬂgumﬁu gaNnananeii World War |l

*  YAIAINAIATINALNLALAA World Trade Organization (WTO)
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Figure 3: Top 16 Countries - Largest Bilateral Trade Surplus with United
States, 2017

Top 16 Countries with Largest Bilateral Trade Surplus with
United States, 2017

3. Japan {2:

sermamy (3)
5. "iatnam (6)

6. Ireland {'5:

m 2016

11 . *Thailand (1 l:
12. Canada (16)
13. Taiwan (14)
14. France (12)
15. Switzerland (13)
16."Indonesia (15) .3 usD bn
0] 50 100 150 200 250
Note: Numbers in brackets refer to ranking by trade surplus size in 2016.
Source: CEIC, Maybank Kim Eng




Table 4: Top Products Traded Between China and US, 2017
China data (HS Classification) US data (Classification by End Use)
China's top exports to US Share of total %YoY US top imports from China Share of total %YoY
Total 100% 11.3 Total 100.0% 9.3
Elec.trical Machinery and 24,79 14.8 Clocks, Port Typewriters, Other 13.9% 14.4
Equipment Household Gds
Other Types of Machinery 21.1% 15.0 Computers 9.0% 12.7
Miscellaneous Mfg Article 12.0% 12.3 Telecommunications Equipment 6.6% 15.6
Computer Accessories, Peripherals 6.3% 12.1
and Parts
Toys, _Shootmg and Sporting Goods 5.3% 6.9
and Bicycles
China's top imports from US Share of total %YoY US top exports to China Share of total %YoY
Total 100% 14.8 Total 100.0% 12.8
Vehicle, Aircraft, Vessel & 19.3% 10.0 Civilian Aircraft,Engines, Eqp & Part 12.5% 11.6
Transport Equip
2 Electrical Machinery and
Equipment
3 Vegetable Product 10.9% 2.0 Passenger Cars, New and Used 8.1% 19.0
4 Other Types of Machinery 10.6% Semiconductors 4.7% 2.0
5

Textiles and Textile Articles 9.8% 0.2

Base Metals and Articles 5.3% 13.6

1

11.3% 5.2 Soybeans 9.5% -12.9

Product of Chemical or Allied
Industry

Source: CEIC, Maybank Kim Eng

9.6% Other Industrial Machines 4.2% 1.7
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YNUNALBIAY ALY 2% ?J@Qﬂ'}‘j‘u’]L‘Ll']@"]ﬂZQM'jﬁﬂ Table 1: List of US Imports Subjected to China Tariffs

1% = = Products to be subject to 15% tariff Products to be subject to 25% tariff
198120 919NNFATADMALUNE  15% waT 8 (Worth USS977mn of US exports to China) (Worth US$2bn of US exports to China)
. D@ o - Fresh fruit, dried fruit and nut products 6 Pork and products

TNENIT (ﬁqulﬁﬂ&lLﬂuuH) LAEN11425% 7 Aluminium scrap

fied ethanol
4 Ginseng
nless steel pipe

Source: China Ministry of Commerce, Maybank Kim Eng
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Pork ($3.2bn)
Country
Germany 21%
Spain 165
United States 135
Denmark 10%
Canada 1055
Hetherlands F.A%

Table 2: China’s Top Sources of Imports (2016) for Selected Products that May be Subject

to Tariffs
Wine (S$Z.4bn) Aluminium, waste or scrap ($2.2bn)
Share of imports Country Share of imports Country
France 42% United States
Awustralia 24% Hong Kong
Chile 11% Malaysia
Spain LT Australia
Italy .65 United Kingdom
United States -5% Hetherlands
Ginseng ($0.38bn) ixture of edible nu(tssé_’;lgke}d & preserved fruits
Country Share of imports Country Share of imports
20% Canada 463 United States A5F
19% United States 3I8% South Korea 27 %
1425 South Korea 1425 United Kingdom 4.9
South Horea 11% Horth Korea 1.9% Malaysia <4.3%
Italy Q2% Australia “4.0%
France 6.0% Thailand 3.5%
Source: Observatory of Economic Complexity (OEC)., Mavbank Kim Eng

Share of imports

UL WN=

Iron Pipe Fittings ($0.63bn)

Country Share of imports
United States

Germany
Japan

Table 3: China’s Top Sources of Imports (2016) for Selected Products that are Major Exports from US to China
Cars ($44bn)

Soybeans ($34bn) Planes, Helicopters, Spacecraft ($20.4bn)
Country Country Share of imports) Country Share of imports
Germany 27% Brazil 46% United States 62%
United States 27% United States France 17%
Japan 17% Argentina
United Kingdom 14%

Germany 16%
Uruguay
Slovakia 3.5% 5

Brazil 1.8%
Canada Canda 1.7%
Source: Observatory of Economic Complexity {OEC), Maybank Kim Eng

Share of imports)
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Figure 1: Students from China Account for the Largest Share Figure 2: China is Apple’s Largest Source of Revenue in Asia
of Foreign Students in the US Pacific

International Students in the US (2016/17) USD bn Revenue of Apple in Asia Pacific
China 351 35 1 China Japan mRest of Asia Pacific

India
30 4

South Korea 29
Saudi Arabia | 53 231
Canada |27 70
Vietnam |22

15 -

Taiwan |22

|
Japan (19 ‘IU~I l l

Mexico |17 5 -

Brazil {3 Person th

0 100 200 300 400 13 14

Source: Institute of International Education, Statista, Maybank Kim Eng Source: Apple, Statista, Maybank Kim Eng
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B Auknmani auAnniEt NGININ FIUIDANTEULIUG (45%) TDEURA (25%)
STUNT (24%) F3RIRA (23%) 28410 (19%) UazLAsBaLsanTe (18%)

Table 5: China's High Import Tariffs for Selected Products

Product

Motorcycles

Motor cars and other motor vehicles
Cereals

Bewverages, spirits and vinegar
Footwear and gaiters

Edible fruit and nuts

Articles of apparel and clothing accessories
Ceramic products

Glass and glassware

Rubber and articles thereof

Articles of iron and steel

Cotton

Plastics and articles thereof
Pharmaceutical Products

Office machines

.0
.0
.0
.0
.0
.0
.0
.3
.9
.0
.0
.0
.0
.0
.0

Source: WTO, Maybank Kim Eng
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Figure 5: Largest US Services Trade Balance is with China Figure 6: Rising Service Trade Surplus with China

US Services Trade Balance (2016) USD bn US Services Trade Balance with China
China 38.0 407
Canada 24.0
Japan 13.2 30 =
Korea 10.1 |
Mexico 7.5 20 !
Taiwan 4.0 - !
France 3.2 10 - e
*Indonesia 1.5 -— - -
*Malaysia 1A i —
*Thailand -0i6
Germany -1.8 -10 -

‘06 07 08 ‘0% 10 11 12 13 14 15 16
Italy -2.5 u Others = Telecommunications, Computer & Info
India 5.7 Transport ®m Maintenance & Repair
Intellectual Property Charges Travel: Other Business & Personal
-10 -5 0 Travel: Education Related

Source: CEIC, Maybank Kim Eng Source: CEIC, Maybank Kim Eng




Trade war to Tech war
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Trade war to Tech war
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Table 6: China Seeing Fastest Growth in Number of PCT Table 7: Top 10 PCT Applications by Individual Company,
International Patent Applications 2016

T Rank pubished n 015
0.5% | 24. China [-ZTE Corporation

; China [fHuawei Technologies

China 43,168 us “Qualcomm
rance 2.5% us Hewlett-Packard
Hetherlands . 0 8 China |BOE Technology
witzerland . 1.95 C Korea [Samsung Electronics
weden 2% 1.6% Japan

Source: UN WIPO, Maybank Kim Eng *Refers to telecom firms.
Source: UN WIPO, Maybank Kim Eng
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Japan Aitsubishi Electric

Germany

Korea LG Electronics
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Trade war to Tech war
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Figure 7: China - Payments for the Use of Intellectual Figure 8: China’s Intellectual Property Filings (Resident +
Property Has Slowed in the Past Three Years Abroad) Have Risen Rapidly Since 2010

USD bn BoP: Payments for the Use of Intellectual Property Unit (000) Patent = [ndustrial Design Unit ('000)
" (RHS) 30 1400 Trademark (RHS) 2500

1200
1000
800
&00
400
200

a
‘05 ‘06 07 ‘08 09 “10 s 15 1¢ 02 03 ‘o4 ‘05 ‘06 'OF ‘08 09

Source: IMF, CEIC, Maybank Kim Eng Source: UN WIPO, Maybank Kim Eng
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Figure 12: Chinese Investment in US Venture Capital Market
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* Archer-Daniels-Midland (ADM) — §3NA@UANLN1AS
® Nike Inc.(NKE)

®* Apple Inc (AAPL)

® Yum! Brands Inc (Yum)

¢ Starbucks Corp. (SBUX)




v a o
AVAAN AT




