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What’s been happening in China?

Sentiment towards China turned bearish recently, with a worsening property crisis and fresh signs of banking sector stress adding
to worries about an economy facing deflation. Most notably, liquidity troubles in the real estate sector have attracted the most
headlines after Country Garden, once the country’s largest private developers by sales, missed coupon payments on two of its US
dollar bonds. The company subsequently warned that it will post net losses for the first half of 2023 and halted trading on 11 of
its onshore bonds, heightening concerns about potential contagion effects. Meanwhile, there was renewed focus on the “shadow”
banking industry after trust company Zhongrong International Trust reportedly suspended payouts on several wealth products.

The flurry of negative developments has occurred against a backdrop of a slowing Chinese economy. Optimism about the
post-reopening bounce quickly faded as economic indicators began to lose momentum. Housing sales dropped below their 2022
levels, while spending on consumer durables and services moderated as well. There were also export headwinds amid softer
demand for goods globally. Weakening credit indicators further highlighted the subdued demand environment domestically.

What are the prospects for Country Garden and the property sector? How do you think policymakers
will respond?

Country Garden has a 30-day grace period to make its missed payments. However, given its weaker liquidity position, we believe
there is a high chance of a default in the coming months as it faces chunky debt maturities. This would certainly weigh on an
already-weak physical market. Country Garden currently has more than 3,000 projects nationwide, and the likely increase in
unfinished developments if it defaults will further depress homebuying appetite. Meanwhile, bond prices across the property
sector, especially those of surviving privately-owned developers, may suffer collateral damage.

We believe policymakers will stay reactive. Recent policy responses have been incremental, such as the modest relaxation of
homebuying curbs and reductions in downpayment rates. These measures could be helpful in the short-term but might not be
sustainable. However, we doubt the authorities will take more meaningful action in order to avoid reflating the housing market.

From a fixed income investor’s perspective, we think developers with ample land banks in higher-tiered cities are better positioned
to survive the turmoil as well as issuers with manageable near-term debt, alongside those with investment properties that can
generate rental income or overseas assets to cushion against the domestic downturn. That said, over the longer-term, we believe
China’s property sector will undergo a multi-year structural decline due to multiple factors, including a shrinking population, slower

FOR INVESTMENT PROFESSIONALS ONLY. NOT FOR FURTHER DISTRIBUTION. INVEST WITH CONFIDENCE" 1



urbanization, changes in family formation, and the construction industry’s switch to a more utilitarian model where state-owned
developers are more prominent.

Do you think the recent issues in the Trust sector are reflective of more systemic financial risks?

The Zhongrong Trust episode highlights how the real estate downturn could potentially drive asset quality problems in other parts
of the financial sector. However, we do not believe it represents a systemic risk to the system as a whole.

It is worth noting that the trust industry is only a modest part of China’s overall financial system. Considered in its entirety, the bulk
of the banking sector’s exposure to the property sector is through mortgages, rather than loans to developers, and we have not
observed signs that household mortgages are under stress. Further, trusts are more likely to extend loans to riskier borrowers, and
therefore are more likely to feel the tremors of asset quality stress earlier than other financial institutions.

Moreover, Beijing has increased oversight over the trust industry since 2015 with a wave of regulations. Hence, regulators
have developed experience in dealing with several troubled financial institutions on a case-by-case basis and have made timely
interventions to ensure that spillover effects are contained.

What is your outlook for the Chinese economy and markets for the rest of the year?

While Beijing’s deleveraging may continue to pressure growth, we do not think China will fall into an outright debt crisis or a
“balance sheet recession”. End-borrowers are not facing debt servicing constraints, while interest rate cuts are keeping mortgage
and local government debt sustainable.

On the policy front, policymakers seem to recognize the need for more stimulus. Already, we are starting to see some policies
being rolled out. However, they remain largely incremental as opposed to the “big bang” stimulus actions of past cycles, and

it is unclear if that will be adequate to restore confidence. In particular, the central bank has cut key policy rates and reserve
requirements, keeping markets relatively flush with liquidity. Additional rate cuts, as well as more fiscal spending, will probably be
needed to support the economy. Ultimately, we believe the authorities will be reactive, and will step up policy actions should the
economic data diverge excessively from the growth targets.

Turning to credit markets, we think Chinese local currency government bonds appear attractive, with yields expected to remain low
or fall further as the People’s Bank of China continues to cut rates. Meanwhile, we still find interesting, idiosyncratic opportunities
within the Chinese credit space, using our bottom-up approach. While property remains challenging, we expect sectors such as
consumer staples, hardware technology, and logistics to remain resilient. Careful credit selection with a focus on fundamentals
remains crucial to navigating the volatile and uncertain environment.

What are the implications of a slowing China for the rest of Asia or the world?

China’s slower growth will undoubtedly have repercussions beyond its borders, but the impact may be varied in view of the
structural changes taking place.

In general, countries exposed to China as an end market are either commodity exporters or capital goods manufacturers. In
commodities, producers of materials tied to housing construction may face prolonged pressure as the housing boom ends.

But the shift towards green energy potentially opens up opportunities for exporters of metals needed for the buildout of such
technologies and infrastructure, such as those from Indonesia, South Africa and Latin America. As for capital goods, the ramp up
of China’s electric vehicle and auto-making capabilities reflects how it has moved up the production value chain. Consequently,
this could lead to some displacement of goods that it traditionally imported from other parts of the world. Conversely, China may
start importing more lower-value-added consumer goods that are increasingly being produced in other Asian countries with lower
labor costs.

In summary, the trends we see today are not just the result of moderating end-demand from China. Rather, shifting patterns
of trade and development will have nuanced and differential effects across Asia and the broader emerging markets. There will
be clear winners and losers, requiring investors to employ deep fundamental research, a highly selective approach and active
management to navigate the risks and capitalize on opportunities.

INVEST WITH CONFIDENCE™ 2



INVEST WITH CONFIDENCE®

T. Rowe Price focuses on delivering investment management
excellence that investors can rely on—now and over the long term.

T.RowePrice’

Important Information

The specific securities identified and described are for informational purposes only and do not represent recommendations. This material is being furnished for
general informational and/or marketing purposes only. The material does not constitute or undertake to give advice of any nature, including fiduciary investment
advice, nor is it intended to serve as the primary basis for an investment decision. Prospective investors are recommended to seek independent legal, financial and
tax advice before making any investment decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates receive revenue
from T. Rowe Price investment products and services. Past performance is not a reliable indicator of future performance. The value of an investment and any
income from it can go down as well as up. Investors may get back less than the amount invested.

The material does not constitute a distribution, an offer, an invitation, a personal or general recommendation or solicitation to sell or buy any securities in any
jurisdiction or to conduct any particular investment activity. The material has not been reviewed by any regulatory authority in any jurisdiction.

Information and opinions presented have been obtained or derived from sources believed to be reliable and current; however, we cannot guarantee the sources’
accuracy or completeness. There is no guarantee that any forecasts made will come to pass. The views contained herein are as of the date written and are subject
to change without notice; these views may differ from those of other T. Rowe Price group companies and/or associates. Under no circumstances should the
material, in whole or in part, be copied or redistributed without consent from T. Rowe Price.

The material is not intended for use by persons in jurisdictions which prohibit or restrict the distribution of the material and in certain countries the material is
provided upon specific request. It is not intended for distribution to retail investors in any jurisdiction.

DISCLOSURE CONTINUES ON THE FOLLOWING PAGE.

INVEST WITH CONFIDENCE™ 3



T.RowePrice’

Important Information (cont.)

Australia—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place, Sydney NSW
2000, Australia. For Wholesale Clients only.

Brunei—This material can only be delivered to certain specific institutional investors for informational purpose only. Any strategy and/or any products associated with
the strategy discussed herein has not been authorised for distribution in Brunei. No distribution of this material to any member of the public in Brunei is permitted.

Canada—Issued in Canada by T. Rowe Price (Canada), Inc. T. Rowe Price (Canada), Inc.’s investment management services are only available to Accredited
Investors as defined under National Instrument 45-106. T. Rowe Price (Canada), Inc. enters into written delegation agreements with affiliates to provide investment
management services.

DIFC—Issued in the Dubai International Financial Centre by T. Rowe Price International Ltd which is regulated by the Dubai Financial Services Authority as a
Representative Office. For Professional Clients only.

EEA—Unless indicated otherwise this material is issued and approved by T. Rowe Price (Luxembourg) Management S.a r.l. 35 Boulevard du Prince Henri L-1724
Luxembourg which is authorised and regulated by the Luxembourg Commission de Surveillance du Secteur Financier. For Professional Clients only.

Hong Kong—Issued in Hong Kong by T. Rowe Price Hong Kong Limited, 6/F, Chater House, 8 Connaught Road Central, Hong Kong. T. Rowe Price Hong Kong
Limited is licensed and regulated by the Securities & Futures Commission. For Professional Investors only.

Indonesia—This material is intended to be used only by the designated recipient to whom T. Rowe Price delivered; it is for institutional use only. Under no
circumstances should the material, in whole or in part, be copied, redistributed or shared, in any medium, without prior written consent from T. Rowe Price. No
distribution of this material to members of the public in any jurisdiction is permitted.

Korea—This material is intended only to Qualified Professional Investors. Not for further distribution.

Mainland China—This material is provided to qualified investors only. No invitation to offer, or offer for, or sale of, the shares will be made in the mainland of the
People’s Republic of China (“Mainland China”, not including the Hong Kong or Macau Special Administrative Regions or Taiwan) or by any means that would be
deemed public under the laws of the Mainland China. The information relating to the strategy contained in this material has not been submitted to or approved by the
China Securities Regulatory Commission or any other relevant governmental authority in the Mainland China. The strategy and/or any product associated with the
strategy may only be offered or sold to investors in the Mainland China that are expressly authorized under the laws and regulations of the Mainland China to buy and
sell securities denominated in a currency other than the Renminbi (or RMB), which is the official currency of the Mainland China. Potential investors who are resident in
the Mainland China are responsible for obtaining the required approvals from all relevant government authorities in the Mainland China, including, but not limited to, the
State Administration of Foreign Exchange, before purchasing the shares. This document further does not constitute any securities or investment advice to citizens of
the Mainland China, or nationals with permanent residence in the Mainland China, or to any corporation, partnership, or other entity incorporated or established in the
Mainland China.

Malaysia—This material can only be delivered to specific institutional investor. This material is solely for institutional use and for informational purposes only. This
material does not provide investment advice or an offering to make, or an inducement or attempted inducement of any person to enter into or to offer to enter into,
an agreement for or with a view to acquiring, disposing of, subscribing for or underwriting securities. Nothing in this material shall be considered a making available
of, solicitation to buy, an offering for subscription or purchase or an invitation to subscribe for or purchase any securities, or any other product or service, to any
person in any jurisdiction where such offer, solicitation, purchase or sale would be unlawful under the laws of Malaysia.

New Zealand—Issued by T. Rowe Price Australia Limited (ABN: 13 620 668 895 and AFSL: 503741), Level 28, Governor Phillip Tower, 1 Farrer Place, Sydney
NSW 2000, Australia. No Interests are offered to the public. Accordingly, the Interests may not, directly or indirectly, be offered, sold or delivered in New Zealand,
nor may any offering document or advertisement in relation to any offer of the Interests be distributed in New Zealand, other than in circumstances where there is
no contravention of the Financial Markets Conduct Act 2013.

Philippines—ANY STRATEGY AND/ OR ANY SECURITIES ASSOCIATED WITH THE STRATEGY BEING DISCUSSED HEREIN HAVE NOT BEEN REGISTERED
WITH THE SECURITIES AND EXCHANGE COMMISSION UNDER THE SECURITIES REGULATION CODE. ANY FUTURE OFFER OR SALE OF THE STRATEGY
AND/ OR ANY SECURITIES IS SUBJECT TO REGISTRATION REQUIREMENTS UNDER THE CODE, UNLESS SUCH OFFER OR SALE QUALIFIES AS AN
EXEMPT TRANSACTION.

Singapore—Issued by T. Rowe Price Singapore Private Ltd. (UEN: 201021137E), 501 Orchard Rd, #10-02 Wheelock Place, Singapore 238880. T. Rowe Price
Singapore Private Ltd. is licensed and regulated by the Monetary Authority of Singapore. For Institutional and Accredited Investors only.

South Africa—Issued in South Africa by T. Rowe Price International Ltd (TRPIL), Warwick Court, 5 Paternoster Square, London EC4M 7DX, is an authorised financial
services provider under the Financial Advisory and Intermediary Services Act, 2002 (Financial Services Provider (FSP) Licence Number 31935), authorised to
provide “intermediary services” to South African Investors. TRPIL's Complaint Handling Procedures are available to clients upon request. The Financial Advisory and
Intermediary Services Act Ombud in South Africa deals with complaints from clients against FSPs in relation to the specific services rendered by FSPs. The contact
details are noted below: Telephone: +27 12 762 5000, Web: www.faisombud.co.za, Email: info@faisombud.co.za

Switzerland—Issued in Switzerland by T. Rowe Price (Switzerland) GmbH, Talstrasse 65, 6th Floor, 8001 Zurich, Switzerland. For Qualified Investors only.

Taiwan—This does not provide investment advice or recommendations. Nothing in this material shall be considered a solicitation to buy, or an offer to sell, a
security, or any other product or service, to any person in the Republic of China.

Thailand—This material has not been and will not be filed with or approved by the Securities Exchange Commission of Thailand or any other regulatory authority in
Thailand. The material is provided solely to “institutional investors” as defined under relevant Thai laws and regulations. No distribution of this material to any member
of the public in Thailand is permitted. Nothing in this material shall be considered a provision of service, or a solicitation to buy, or an offer to sell, a security, or any other
product or service, to any person where such provision, offer, solicitation, purchase or sale would be unlawful under relevant Thai laws and regulations.

UK—This material is issued and approved by T. Rowe Price International Ltd, Warwick Court, 5 Paternoster Square, London EC4M 7DX which is authorised and
regulated by the UK Financial Conduct Authority. For Professional Clients only.

USA—Issued in the USA by T. Rowe Price Associates, Inc., and T. Rowe Price Investment Services, Inc., 100 East Pratt Street, Baltimore, MD, 21202, which are
regulated by the US Securities and Exchange Commission and Financial Industry Regulatory Authority, Inc., respectively. For Institutional Investors only.

© 2023 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and the Bighorn Sheep design are, collectively and/or apart,
trademarks of T. Rowe Price Group, Inc.

ID0006266 (08/2023)
202308-3091118 INVEST WITH CONFIDENCE™ 4



