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CHINA MERCHANTS SECURITIES (HK)

Economic Stability Improves while Inflationary Pressures Continue

Comments on Macro data in November

» Industrial production picks up. Fixed asset investment growth rate further Dr. David XIE
stabilises and is faster than expectation. Price factors did not have any (86-755) 82943724
significant impact on the overall comsumption level. The strong economic xieyx@cmschina.com.cn
performance will continue.

> A new record high CPl in November which exceeds 5%, especialy the Dr. Cliff ZHAO
non-food price which is close to the historical high indicates that (852) 31896126
inflationary pressures remain. We maintained our view in "Macroeconomic wenlizhao@cmschina.com.cn
Outlook for 2011". The current inflation is mainly caused by the food price
increase. CPl will keep increasing and hit its peak value in 1Q2011. When Dr. Binbin SUN
the moderately easy monetary policy is steering to a steady one, more (86-755) 82943231
control actions are foreseeable. Therefore, we believe there will be 2 to 3 sunbb@cmschina.com.cn

interest rate hikesin 2011.

Qing LI
(852) 31896142
gingli @cmschina.com.cn

Figure: Non-food priceindex closeto historical high
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