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Did You Know That é

. Chi neabencyreserveswoul d be sufficient t-estate asgetsM@ tnes t
over?

Chinads currency reserves currently amount to
.Chinadbs currency reserves waglobaldgold esesres? f i ci ent

Chinads currency reserves 8&%% uaflthe global asnud diliswwoplg?n t

. only local and selected foreign investors may invest in the Chinese currency?

Sources: The Economist; Thomson Datastream; Allianz Global Investors Capital Market Analysis; figures as of September 2011 3 of 32
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Use the Currency to Partici p@uinssl N

A The renminbi
(abbreviated: RMB) is the
currency of t
Republic of China

A It was introduced in 1949 AThe renminbi

the US dollar was
abolished on 19 June
2010.

A The currency unit is the
yuan (CNY)

A The renminbi is regarded TR A The internationalisation

as one of the most : TR of the renminbi has
undervalued currencies i started, and this offers

worldwide. new opportunities.

A Now, investors can use
the currency to
participate
upswing.
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1 What Are the Arguments for a Further Renminbi
Appreciation?

The aboli shment of the renminbids peg to
gradual appreciation.

Like Germany and Japan in the past, China is experiencing an
export-based economic miracle.

China can currently boast a high export surplus and extremely
high currency reserves, which provide a security net for the
currency.

Domestic developments, such as the pick-up in inflation and weak
domestic demand, suggest that China will permit a gradual
renminbi appreciation.

Figures as of September 2011 5 of 32
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The Chinese Economy Is Booming

China will probably continue to drive global growth
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GDP = gross domestic product. Source: Datastream, presentation: AllianzGl Capital Market Analysis; figures from the past are no guarantee of future performance; *Source: International Monetary
Fund (IMF), Eurostat; figures as of September 2011, figures 2011 and 2012 estimated 6 of 32



Since 2009 China Is the New World Export Champion 7 in
front of Germany and the USA
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Source: Datastream, presentation: AllianzGI Capital Market Analysis; figures from the past are no guarantee of future performance; figures as of 31/12/2010 7 of 32




China adopts a

programme to

strengthen Hong Kong

a'‘sgeal hiNnol riialiR oM.t o0 't I e

Chinese banks offer
investors from Hong
Kong the possibility to
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The Internationalisation of the Renminbi T Some Milestones  ¢iopaiinvestors

A Reforms are resumed

A RMB accounts for retail clients
permitted under certain restrictions

Chinese market jivest inRiv A Unlimited RMB exchange permitted for
institutional investors (incl. funds)
2003 2005 2007 2008 2009 2010 2011
| | | | | | | &
I I I I I I I I
Trading in
renminbi (RMB) in Financial crisis:
Hong Kong reform steps towards

permitted for local
firms which do
business in China
(e.g. textile
producers)

Source: Allianz Global Investors

the
internationalisation
of the RMB are
temporarily halted
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Historical Data

Renminbi vs USD
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Source: Datastream; figures as of 31/07/2011; Past performance is not a reliable indicator for future results. 9 of 32
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a Comparison with the Deutsche Mark (DEM)

USD/DEM exchange rate 1953-1999
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Source: Deutsche Bundesbank; Past performance is not a reliable indicator for future results. Figures as of 31/12/1999 10 of 32
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Possible Appreciation of the Renminbi 1
a Comparison with the Japanese Yen (JPY)

USD/JPY exchange rate 1953-1999

400% -
350% -
300% -
250% -
AiManaged fl ocatodo system
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200% A (1971)
Asian crisis:
Exchange-rate
150% A appreciation results in
Pl ccord: asset price bubble
100% A Quick appreciation of the
< > JPY versus the USD
Bretton-Woods system (1953-1971) (1985)
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Source: Bank of Japan; Past performance is not a reliable indicator for future results. Figures as of 31/12/1999 11 of 32
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Offshore (CNH) and onshore renminbi (CNY) exchange
rates versus the USD

A Demand may temporarily drive upwards the

L 6.9 7
exchange rate of the renminbi used for
transactions abroad (the offshore renminbi =
CNH) 6.8
A Due to capital and exchange-rate controls |
demand has a smaller effect on the exchange 6.7
rate of the onshore renminbi (CNY)
A Increasing exchange-rate spreads between the 6.6
CNH and the CNY cause Chinese companies?
to conduct their FX transactions (renminbi into 6.5 -
other currencies) in Hong Kong. As a result, the
supply of renminbi in Hong Kong increases 6.4 -
A Arbitrage opportunities for Chinese companies
help to optimise the exchange rates of the 6.3 -
offshore and the onshore renminbi (if the
exchange rate is the same, there will be no 6.2
arbitrage) 23-Aug-10 23-Dec-10 23-Apr-11 23-Aug-11 23-Dec-11

=—=USD/CNH ==—=USD/CNY

I n t hi €hinesa sompanigsiimeans all investors who want to exchange renminbi for other currencies and who are domiciled in the P e o p IRepabsic of China. Source: Allianz Global
Investors; figures as of 11/01/2012 12 of 32
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High Currency Reserves Support the Renminbi Global Investors

USD bn

3.500

3.000

2.500

2.000 -

1.500

1.000 -

500

usa [l

Italy F

India -
Taiwan [l

Mexico [
Poland l
Turkey I
France l
Hungary I

China
Japan

o
Russia [N

Thailand [l
Malaysia [}
Indonesia [l
Great Britain [
Germany I
Philippines [I

Source: Datastream, presentation: AllianzGI Capital Market Analysis; figures as of September 2011 13 of 32



. o Allianz @)
China Takes a New Direction with the New 5- Global Investors

Year Plan

Goals of the twelfth 5-year plan:

A Income shift from the corporate to the What is the S-year p|an?

private sector .
. , . A Economic planning in China covers
A Increase in household consumption five-year periods
A Expansion of renewable energies A The current plan refers to the period
A Industrial improvements 20117 2016 and includes the

. following aspects:
A Consumer demand for real estate gasp

ARedirecting th

A Support for urbanisation

. ] NnSoci al bal ance
A Financial sector reforms

AENvironment al

>))

Source:Peopl eés Congress of China; March 2011 14 of 32
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Purchasing power comparison on the basis of the Big

Mac index:
A A renminbi appreciation can be used as a Compares the price for a Big Mac in different countries. Currencies can be compared by
tool in the fight against inflation: for converting the price in USD at the current exchange rate.
| ! Price of a Big Mac in USD
example:
. Switzerland 6.81
- Import prices are reduced _
Brazil 5.68
- Foreign capital inflows are restricted c
) anada 4.63
A An appreciation may have a favourable Eurozone paz
effect on the Chinese market U '
o 4,202
- Strengthening of domestic demand Japan
4.16
- Smaller dependence on exports Singapore
L . . o 3.75
A Export revenues are not denominated in Trkei
RM B South Korea 354
. . . ) 3.19
- A fixed exchange-rate will result in Mexico
stronger appreciation pressures on the Russia 2.55
back of demand from the related Thailand 2.46
exchange transactions china o
-éO -?lO -iO 1‘0 3‘0 5‘0 7‘0

Price deviation in %

Source: The Economist, Bloomberg; figures as of 11/01/2012; *Weighted average of the member states, 2Average of four cities. Past performance is not a reliable indicator for future results. 15 of 32
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Ratings from Standard & Poor

Long-term
rating
i Standard &
A Whereas the rating outlook for some fame Moo N A RelTld[oTel Latestreview
European and American financial service o INTESA SANPAOLO A Negaive W
. . . . . =)
providers is becoming gloomier, ratings for IR o7 PARIEAS AA- L 4
Chinese financial institutions are frequently /2= | BANCO SANTANDER AA- Negatve W
being upgraded at the moment and are 3 § DEUTSCHe BANK A+ Stable WP
seen as positive in the long term. S %é BBVA! AA- Negatve W
=
o SOC GENERALE A+ Stable
UNICREDIT A Negative ‘
DOWNGRADE
BANK OF AMERICA A- Negative ‘ 30/11/2011
2 §  DOWNGRADE
% CITIBANK A- Negative 30/11/2011
= ‘ DOWNGRADE
8 GODLMAN SACHS A- Negative 30/11/2011
PMORGAN CHASE A Stable ‘
CHINA CONSTRUCTION # UPGRADE
< BANK A Stable 30/11/2011
o INDUSTRIAL AND ‘
m COMMERCIAL BANK OF UPGRADE
2 CHINA A Stable ‘ 30/11/2011
g UPGRADE
= BANK OF CHINA A Stable ‘ 30/11/2011
© AGRICULTURAL BANK
OF CHINA A Stable

),

1 Banco Bilbao Vizcaya Argentaria
Source: Bloomberg; figures as of 30/11/2011 16 of 32



How Can You
Benefit From the

Appreciation

Opportunities
the Renminbi
Offers?




