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A fact of life: we depend and thrive on social interactions

Once in a lifetime Event
— 4.7+ million diagnosed in 177 countries, 316K+ killed

Mitigation strategies implemented worldwide

e drastic strategies save more lives, incur higher economic
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Sample
Cheung Kong Graduate School of Business Alumni
Controlling shareholders/operators of private businesses
More competitive than average industry peers

Defusion indices
0.5 + 0.5 * [(% improving) — (% deteriorating)]
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Corporate Competitiveness index A | E | F
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Sales Component Index
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Profits Component Index
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Financing and Inventory Conditions Indices
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BCI is the simple average of its four components.
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Official SOE Survey i
Q1 2020 Compared to Q1 2019
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Budgetary Rev and Selected Taxes, Q1 YOY Changes
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Import VAT&Consumption Taxes

Corporate Income Tax

Consumption Taxes

VAT

Budgetary Revenue

-20%  -15%  -10% -5% 0% 5%

: 742.8 billion y
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Lessons from China i

Social distancing/containment measures work
Economic impact is huge

Broad range of policies:

— Public health, fiscal, monetary, social insurance, industrial,
financial, trade...

Resumption of production is not as easy as pusing the
start button




Fiscal Stimulus

Fiscal firepower

Fiscal stimulus and loan guarantees made by governments in response to COVID-19. § billions

FISCAL STIMULUS LOAN GUARANTEES

Us Us

Euro area Germany
Japan
China

Australia

Italy
UK

NENE]]
France P

UK

Germany

France
Euro area
ENELE Canada
Italy Australia

500 1,000 1,500 2,000 2,500 53,000 b 0 54,000 b




—

RISTI®I 2%

Total Assets on the Fed's Balance Sheet CHEUNG KONG GRACUATE
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Trillion §, week ending Wednesday

$6.57 Tn
.6 —]w——————PAprEE
6.4 Apr 15
6.2 $2.26 trillion
6.0 in 6 weeks Apr8
5.8 Aprl
56
5.4
53 1 Mar 25
50
48
46 Peak QE-3 Mar 18
4.4

4.2

4.0

38

3.6
2017 2018 2015

Source: Fed Board of Governors, 5t. Louis Fed
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Stimulus Policies
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+ China’s stimulus policies have been much weaker
— Financial markets calmer: deleveraging in 2017-18 reduced
financial fragility

— Demand for unemployment assistance weaker: migrant
workers returned home where cost of living is lower

— How about keeping corprations and banks afloat during
lockdown?

» Socialization of finance and of corporations? Little need since China
already a lot of SOEs and SOBs

rance for SMEs important

s for the future




Structural Reforms

+ Internal pmarket integration

— Local protectionism/Competition policies

- Capital

— Marketization of interest rates
— Exchange rate flexibility

- Labor

— Freer movement of labor across regions
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