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Rebound Underway

Domestic Factors Have Turned Positive

» Policy reversals on property cooling, zero-covid, and private-sector/tech regulation are removing key drags to a recovery.
* Meanwhile, the authorities are stressing the need to boost consumption and domestic demand.
* However, the external environment is not favorable.

+ A wide range of outcomes are possible, and our above-consensus call rests on yet-to-be implemented additional policy stimulus.

China GDP Growth Projections/Forecasts
(Percent, Annual Average)
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PGIM 3.
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IMF 2.6 4.2 51

Memorandum Item:

Statistical Carry Over
Q/Q Basis 1.7 1.3 n.a.
Y/Y Basis 2.6 2.5 n.a.

Source: PGIM Fixed Income and Haver Analytics. As of February 22, 2023. Projections are not guaranteed, and actual results may vary.
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The Pandemic/Great Lockdown Experience—Recovery

China was First Out of the V...

» China was “first in-first out” (except for Taiwan)
« China also staged a V-shaped recovery (so did the US and EM)
» This recovery was led by EM, the US and North Asian tech exporters

* While Japan and the euro-zone lagged along a more prolonged “w-shaped” path.
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The Pandemic/Great Lockdown Experience—Scarring

.Though Global Scars Remain

» After early success China is struggling to keep catching up to its pre-2020 GDP growth trend, similar to other regions and countries.
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Rebalancing Has Gone into Reverse

After Filling the Global Void, China’s Industry and Exports are dragging...

* Prolonged and disruptive lockdowns in much of the world cut into production while large-scale income support lifted demand, resulting in large excess demand for goods

» China quickly scaled up production and exports to fill this void, resulting in further world market share gains
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Rebalancing Has Gone into Reverse

... While Consumers Pulled Back

* Meanwhile, SARS-CoV-2 protocols in China and industry crackdowns kept consumption lagging.

This is the opposite of what happened in the US.
» The key question for the outlook is how much and how fast will China’s consumers catch up?
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The Rebound—Consumption

The US Experience Is Not The Template-1

* In contrast to the US, Chinese consumption is only moderately below (a historically slowing) trend.
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The Rebound—Consumption

The US Experience Is Not The Template-2

* The surge in consumption and creation of excess savings in the US are due to large income transfers, which have no parallel in China.

* China’s consumption share is much lower than the US’ AND has been declining; a 10 percent real increase will only result in GDP growth of 3% percent, compared to

almost double that in the US.
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The Rebound—Consumption

Policy-stimulus will likely be Required

» Infrastructure investment will need continued support, lest it become a growth drag.

« With a global slowdown and shift to services, manufacturing will need to be increasingly geared toward the domestic market.
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The Rebound—Other Factors

Policy-stimulus will likely be Required

* Infrastructure investment will need continued support, lest it become a growth drag.
+ With a global slowdown and shift to services, manufacturing will need to be increasingly geared toward the domestic market.
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Some Asset Market Implications

Macroeconomic Easing also via Rates and FX

* The debt burden is set to take yet another leg higher, putting a premium on higher nominal growth and lower interest rates.
* We expect China to continue to be able to buck the trend of globally higher rates

* Meanwhile, the authorities will likely not stand in the way of correcting FX overvaluation to support external demand

: ) USD and CNY Indices ; ; ; ;
U.S. and China Bond Yields and Spread 115.0 7 China, BIS Credit to Non-Financial Sectors,

4.5 - From All Sectors To Non Financial Sector,
China 10-Year Yield — China 2-Year Yield Market Value, Adjusted for Breaks, Percent

— U.S. Treasury 10-year Yield 112.5 4

2

Bloomberg CFETS RMB Index Tracker =— DXY Ind Of GDP
Percent

110.0 300 *

<207 290

107.5

3.0 1 280

4.0 +

1
ve ' 105.0 270 —
260

250

100.0 -

1.5 240
230

97.5
1.0

220 -

95.0

o° 210 -

3.0

2.5 - 200
190 -

2.0
90.0 -

180 —

87.5

w w w 170
Jan Mar May Jul Sep Nov Jan Mar May Jul Sep Nov Jan Mar

T T T T T T
Jan May Sep Jan May Sep Jan May Sep Jan May Sep Jan 2021 2022 2023 2012 2014 2016 2018 2020 2022

2019 2020 2021 2022 2023

1.0

Source: PGIM Fixed Income, Macrobond, and Bloomberg. As of February 22, 2023.

CONFIDENTIAL—NOT FOR FURTHER DISTRIBUTION @ PGIM FIXED INCOME 1



Global Implications

China WIll Lift the Global Economy Less This Time

* This is the first consumption-led Chinese recovery.
* Global spillovers will be less commodity and more tourism related.

* Moreover, the nominal growth impact and differential are less favorable.
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Beyond the Bounceback—Nothing But Challenges

* Fundamental long-term growth drivers have taken large hits in the last 10 years.

* Beijing Government's more interventionist and anti-private-sector policies have resulted in sharply curtailed TFP growth to a level not sufficient to escape the

middle-income trap (0.7% prior to the pandemic).

* Demographics have further worsened despite official prodding for higher births.

* Combined with too high growth targets, this has resulted in even greater reliance on debt (even before the new surge from current stimulus)
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The Risk—Settling in the “Middle Income Trap”

Claims of the “Chinese Century” Less Plausible

The adverse productivity trends, coupled with demographic decline make it unlikely that China’s GDP will surpass the US’s

« If true, markets may further sour on China

» Geopolitical risk, as China’s leadership may be tempted to “Use or Lose” its relative and military position before they erode

» Other strongly growing Asia economies (e.g., Korea, Taiwan) experienced (forced) leadership transitions to more innovative open-societies at similar points in their development
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Geopolitics Wildcards

A Harsher International Environment

» The very poor economic showing, coupled with policy reversals, re-surging debt and lower international 60 Miles to Kiev from Belarus

standing may may trigger more assertive foreign policy moves

» Conversely the poor showing of Russia’s military in Ukraine suggests lower chances of direct military
conflicts between China and Taiwan and thus a lower likelihood.
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Geopolitics and -economics are Not One-sided

Beware of Popular Narratives

» Deglobalization and “friend-shoring” are more likely to lead to trade diversion rather than threatening Chinese industry.

* Increased use of financial sanctions by the West may yet lead to increased RMB internationalization, if only for trade settlement.
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...of Which the Property Crackdown is the Most Critical

Property Policy May Have tightened too Much

* Property IS very expensive in China

* That has made it a key component of household wealth, i.e. “houses are for living not speculation” has it backwards: Houses are speculation and often remain empty
* Property accounts for about 25% of GDP, without adding in the household wealth effect, nor its importance for fiscal revenue....
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to change. Certain information in this document has been obtained from sources that PGIM Fixed Income believes to be reliable as of the date presented; however, PGIM Fixed Income cannot guarantee the accuracy of such information, assure its completeness, or
warrant such information will not be changed. The information contained herein is current as of the date of issuance (or such earlier date as referenced herein) and is subject to change without notice. PGIM Fixed Income has no obligation to update any or all such
information; nor do we make any express or implied warranties or representations as to its completeness or accuracy. Any information presented regarding the affiliates of PGIM Fixed Income is presented purely to facilitate an organizational overview and is not a
solicitation on behalf of any affiliate.

These materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial instrument or any investment management services. These materials do not constitute investment advice and should not
be used as the basis for any investment decision.

This material may contain examples of the firm’s internal ESG research program and is not intended to represent any particular product’s or strategy’s performance or how any particular product or strategy will be invested or allocated at any particular time. PGIM’'s ESG
policies and procedures, rankings and factors may change over time, in PGIM Fixed Income’s discretion. ESG investing is qualitative and subjective by nature; there is no guarantee that the criteria used or judgment exercised by PGIM Fixed Income will reflect the beliefs
or values of any investor. Information regarding certain ESG practices may be obtained through third-party reporting, which may not be accurate or complete, and PGIM Fixed Income depends on this information to evaluate a company’s commitment to, or implementation
of, ESG practices. ESG norms differ by region. Accounts managed by PGIM Fixed Income may or may not hold instruments issued by any of the issuers that may be discussed herein. Nothing contained herein should be construed as limiting the investments or strategies
that PGIM Fixed Income can pursue when managing a client account. There is no assurance that PGIM Fixed Income’s ESG investing techniques will be successful.

These materials do not take into account individual client circumstances, objectives or needs. No determination has been made regarding the suitability of any securities, financial instruments or strategies for particular clients or prospects. The information contained
herein is provided on the basis and subject to the explanations, caveats and warnings set out in this notice and elsewhere herein. Any discussion of risk management is intended to describe PGIM Fixed Income’s efforts to monitor and manage risk but does not imply low
risk. No risk management technique can guarantee the mitigation or elimination of risk in any market environment. Any risk metrics or portfolio characteristics provided are not, and should not be construed as, the past or projected performance of the strategy presented or
any investment, which will be impacted by a number of factors not reflected herein. These materials do not purport to provide any legal, tax or accounting advice. These materials are not intended for distribution to or use by any person in any jurisdiction where such
distribution would be contrary to local law or regulation.

Any financial indices referenced herein as benchmarks are provided for informational purposes only. The use of benchmarks has limitations because portfolio holdings and characteristics will differ from those of the benchmark(s), and such differences may be material.
You cannot make a direct investment in an index. Factors affecting portfolio performance that do not affect benchmark performance may include portfolio rebalancing, the timing of cash flows, credit quality, diversification, and differences in volatility. In addition, financial
indices do not reflect the impact of fees, applicable taxes or trading costs which reduce returns. Unless otherwise noted, financial indices assume reinvestment of dividends.

Any forecasts, estimates and certain information contained herein are based upon proprietary research and should not be interpreted as investment advice, as an offer or solicitation, nor as the purchase or sale of any financial instrument. Forecasts and estimates have
certain inherent limitations, and unlike an actual performance record, do not reflect actual trading, liquidity constraints, fee. These materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial instrument or any
investment management services and should not be used as the basis for any investment decision. PGIM Fixed Income and its affiliates may make investment decisions that are inconsistent with the recommendations or views expressed herein, including for proprietary
accounts of PGIM Fixed Income or its affiliates.
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Any performance targets contained herein are subject to revision by PGIM Fixed Income and are provided solely as a guide to current expectations. There can be no assurance that any product or strategy described herein will achieve any targets or
that there will be any return of capital. Target annualized excess returns are presented on both a gross and net basis solely for the purpose of detailing the anticipated risk and reward characteristics of the strategy in order to facilitate comparisons with other
investment types. Gross targets do not reflect the deduction of fees and other expenses to be borne by accounts using the strategy, which will reduce returns and, in the aggregate, may be substantial. Net targets reflect the deduction of model fees and expenses
equal to the highest fees borne by a portfolio utilizing the strategy. The target returns presented herein are not a prediction, projection, expectation or guarantee of future performance. There are significant risks and limitations in using target returns, including targets
the are based upon assumptions regarding future events and situations, which may prove not to be accurate or may not materialize. Further, the target returns stated herein are based on an assumption that economic, market and other conditions will not deteriorate
and, in some cases, will improve. The target returns are also based on models, estimates and assumptions about performance believed to be reasonable under the circumstances, but actual returns of the strategy and its investments will depend on, among other
factors, the ability to consummate attractive investments, future operating results, the value of the assets and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which may differ from the assumptions
and circumstances on which the targeted returns are based. PGIM Fixed Income believes that the target returns for the strategy and each investment type reflect in part a measure of the risk PGIM Fixed Income will be taking with respect to the strategy and
investments in that investment type. There can be no assurance that any investments, any of the investment types or the strategy will achieve comparable returns to those targeted herein or that PGIM Fixed Income will be able to implement its investment strategy
and investment approach or achieve its investment objectives. Target returns do not take into account cash flows into and out of the portfolio, as well as other factors, which could have an impact on actual performance of a client utilizing the strategy. Accordingly,
target returns should not be used as a primary basis for an investor's decision to invest in the strategy.

Tracking Error (TE) is one possible measurement of the dispersion of a portfolio's returns from its stated benchmark; it is the standard deviation of such excess returns. TE figures are representations of statistical expectations falling within "normal” distributions of
return patterns. Normal statistical distributions of returns suggests that approximately two thirds of the time the annual gross returns of the accounts will lie in a range equal to the benchmark return plus or minus the TE if the market behaves in a manner suggested by
historical returns. Targeted TE therefore applies statistical probabilities (and the language of uncertainty) and so cannot be predictive of actual results. In addition, past tracking error is not indicative of future TE and there can be no assurance that the TE actually
reflected in your accounts will be at levels either specified in the investment objectives or suggested by our forecasts.

In the United Kingdom, information is issued by PGIM Limited with registered office: Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR.PGIM Limited is authorised and regulated by the Financial Conduct Authority (“FCA”) of the United Kingdom
(Firm Reference Number 193418). In the European Economic Area (“EEA”), information is issued by PGIM Netherlands B.V., an entity authorised by the Autoriteit Financiéle Markten (“AFM”) in the Netherlands and operating on the basis of a European passport. In
certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance of provisions, exemptions or licenses available to PGIM Limited including those available under temporary permission arrangements following the exit of the United
Kingdom from the European Union. These materials are issued by PGIM Limited and/or PGIM Netherlands B.V. to persons who are professional clients as defined under the rules of the FCA and/or to persons who are professional clients as defined in the relevant
local implementation of Directive 2014/65/EU (MiFID 1l). In Switzerland, information is issued by PGIM Limited, London, through its Representative Office in Zurich with registered office: Kappelergasse 14, CH-8001 Zurich, Switzerland. PGIM Limited, London,
Representative Office in Zurich is authorised and regulated by the Swiss Financial Market Supervisory Authority FINMA and these materials are issued to persons who are professional or institutional clients within the meaning of Art.4 para 3 and 4 FinSA in
Switzerland. In certain countries in Asia-Pacific, information is presented by PGIM (Singapore) Pte. Ltd., a regulated entity with the Monetary Authority of Singapore under a Capital Markets Services License to conduct fund management and an exempt financial
adviser. In Japan, information is presented by PGIM Japan Co. Ltd., registered investment adviser with the Japanese Financial Services Agency. In South Korea, information is presented by PGIM, Inc., which is licensed to provide discretionary investment
management services directly to South Korean investors. In Hong Kong, information is provided by PGIM (Hong Kong) Limited, a regulated entity with the Securities & Futures Commission in Hong Kong to professional investors as defined in Section 1 of Part 1 of
Schedule 1 of the Securities and Futures Ordinance (Cap.571). In Australia, this information is presented by PGIM (Australia) Pty Ltd (“PGIM Australia”) for the general information of its “wholesale” customers (as defined in the Corporations Act 2001). PGIM
Australia is a representative of PGIM Limited, which is exempt from the requirement to hold an Australian Financial Services License under the Australian Corporations Act 2001 in respect of financial services. PGIM Limited is exempt by virtue of its regulation by the
FCA (Reg: 193418) under the laws of the United Kingdom and the application of ASIC Class Order 03/1099. The laws of the United Kingdom differ from Australian laws. In Canada, pursuant to the international adviser registration exemption in National Instrument
31-103, PGIM, Inc. is informing you that: (1) PGIM, Inc. is not registered in Canada and is advising you in reliance upon an exemption from the adviser registration requirement under National Instrument 31-103; (2) PGIM, Inc.’s jurisdiction of residence is New Jersey,
U.S.A.; (3) there may be difficulty enforcing legal rights against PGIM, Inc. because it is resident outside of Canada and all or substantially all of its assets may be situated outside of Canada; and (4) the name and address of the agent for service of process of PGIM,
Inc. in the applicable Provinces of Canada are as follows: in Québec: Borden Ladner Gervais LLP, 1000 de La Gauchetiére Street West, Suite 900 Montréal, QC H3B 5H4; in British Columbia: Borden Ladner Gervais LLP, 1200 Waterfront Centre, 200 Burrard
Street, Vancouver, BC V7X 1T2; in Ontario: Borden Ladner Gervais LLP, 22 Adelaide Street West, Suite 3400, Toronto, ON M5H 4E3; in Nova Scotia: Cox & Palmer, Q.C., 1100 Purdy’s Wharf Tower One, 1959 Upper Water Street, P.O. Box 2380 -Stn Central RPO,
Halifax, NS B3J 3E5; in Alberta: Borden Ladner Gervais LLP, 530 Third Avenue S.W., Calgary, AB T2P R3.

© 2023 PFl and its related entities.
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