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New Policy of Insurance
Fund Investment may

be released next month

- Page 2

It was reported on Friday that new policy
of insurance fund investment may be
released next month- will loose the
investment restraint further; about 40
billion yuan is waiting to be entered into
the market.

(Contributor: Tony Zhou)

Carlyle RMB Fund Receives More
Than RMB2.4B in Commitment
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China is promoting clean-energy vehicles for
public transportation in seven more cities on top
of the 13 cities that began promoting such
vehicles last year.

(Contributor: Pan Lei)

China to Unveil RMB 5 trillion New
Energy Plan Soon - Page 3

August 9, The Chinese government will soon issue a
plan for newly developing energy industries that will run
from 2011 to 2020, the official China Securities Journal
reported Monday.

(Contributor: Pan Lei)

Private equity returning to emerging
markets - Page 4
Private equity investors have started to put more money to

work in emerging markets following a sharp fall in
allocations during the financial crisis.

(Contributor: Pan Lei)

China's July CPI Growth May Reach 3.3%

- Page 5
August 6, China’s consumer price index (CPl) may have
grown 3.3% in July from a year earlier, hitting a 2010 high,
the official China Securities Journal reported Friday.

(Contributor: Pan Lei)

China to Launch 3rd Asset Management
Firm in August - Page 6

August 9, China's third state-asset management company is
expected to be launched as soon as this month, the 21st
Century Business Herald has learned.

(Contributor: Pan Lei)



New Policy of Insurance Fund Investment
may be released next month

It was reported on Friday that new policy of insurance fund investment may be released next
- month- will loose the investment restraint further; about 40 billion yuan is waiting to be
entered into the market.

-~ The notice specifies that the separately invested into stock or equity funds part, up to 10%

- insurance fund, can be used together, therefore 20% can be invested in either category. For
bond funds and monetary funds, the investment percentage can reach 5%. It means the equity
investment percentage of insurance fund increases from 20% to 25%.

The report indicates that 15% of insurance fund invested into the mutual fund, stock, and
equity in the first half of this year; there’s still 10% far from the limit. According to the total
assets of 400 billion yuan last year, there are 40 billion yuan cash for investment.

“It is a large space with the investment ceiling of 25%. Once the bull market comes, the
investment percentage will be certainly increased. For example, the bull market in 2007, the
investment percentage of insurance fund even reached 22%, which is over the cordon.” One
expert of insurance investment said.

The report said, currently China life insurance has the highest investment percentage of 15%.
PingAn and CPIC are relatively cautious, with the percentage of 10%-20% respectively.

First time to specify the investment ceiling on Real Estate and Equity
In addition, for the first time the regulation will specify that the investment ceiling into Real
Estate is 5% of total assets last year; the ceiling of investment into unlisted company’s equity

and industry funds totally cannot be over 5% of total assets last year, or choose one from
them. However, the specific rules of investment in Real Estate need to be clarified.

Source: By Reuters



China to Unveil RMB 5 trillion New
Energy Plan Soon

August 9, The Chinese government will soon issue a
plan for newly developing energy industries that will
run from 2011 to 2020, the official China Securities
Journal reported Monday.

Under the plan, China is expected to invest RMB 5
trillion over that period in new energy industries,
creating RMB 1.5 trillion of production per year and
providing up to 15 million new jobs, the paper said,
citing a report by the State Information Centre (SIC).

According to the SIC report, the national energy
bureau and relevant departments are compiling the
plan as part of China’s 12th five-year economic plan
(2011-2016), and will publish it soon.

The plan has been approved by the National
Development and Reform Commission, China’s top
economic planner, and will be submitted to the
State Council for approval, the paper said, citing the
SIC.

Development plans for other strategic emerging
industries will be published in the near future that
will alter China’s economic structure, the paper said.

The central government is hoping to nurture the
development of a range of high-tech industries,
ranging from bio-technology to clean energy, to
speed up the diversification of its economic activity.

China has comparatively advantageous resource
conditions for the development of emerging
industries, but is constrained by a lack of
technological innovation, the SIC said in the report.

Among others, problems hampering the
development of emerging industries include
systematic obstacles to creating a market-oriented
system, the lack of a pricing mechanism for the
energy-saving and new energy industries and the
slow market-driven reform of the electricity
network, the paper said, citing the SIC.

Source: By 21CBH



Comments

Private equity returning to emerging

markets

Private equity investors have started to put more money to work in emerging markets following a
sharp fall in allocations during the financial crisis.

Funds targeting the region raised $11bn (6.8bn, 8.3bn) of fresh investment in the first half of 2010,
up from $9bn in the same period last year, according to the Emerging Markets Private Equity
Association.

Asian funds accounted for 55 per cent of the inflows, with China responsible for 60 per cent of this.
However, interest is rising fastest for private equity funds focused on Africa.

"African funds raised through June already exceeded the full year 2009 total, and some sizeable funds
being raised point to a return to pre-crisis levels," said Sarah Alexander, president of Empea.

More than a third of institutional private equity investors are currently making allocations to Africa,
compared to just 4 per cent four years ago, according to Empea.

Emerging Capital Partners, a US house, said last month it had raised $613m for a fund dedicated to
the continent, while Aureos Capital said earlier in the year it had amassed $381m for a vehicle
targeting smaller and medium-sized African companies.

The volume of transactions by emerging markets private equity funds has also picked up
"significantly" since the crisis, according to Empea, a Washington, DC-based trade body. Some $13bn
of deals were struck in the first half of the year, up from $8bn in the same period of 2009, while the
number of transactions rose 44 per cent to 402, led by a "surge" into Latin America, China and India.

"There are more and better quality deals in the pipelines; the continued easing of price expectations
among sellers means managers have been more successful in closing transactions. Emerging market
fund managers are increasingly bullish in light of stabilising markets and lower valuations," said Ms
Alexander.

"Investors remain cautious in their allocation to new funds, but we anticipate that fundraising levels
will continue to pick up on the back of this more active investment environment,” she added.

Brazil accounted for two of the five largest deals so far this year, with overall investment reaching
$1.513bn, against $989m in the first half of 2009.

Source: By Financial Times



Macro Economics

China's July CPlI Growth May Reach 3.3%

August 6, China’s consumer price index (CPl) may have grown 3.3% in July from a year earlier,
hitting a 2010 high, the official China Securities Journal reported Friday.

Several analysts were quoted in the report as saying the rise would be due to the rebound of
food prices and the damage caused by recent floods in food producing areas.

CITIC Securities Co. Ltd. (600030.SH) said in a research report that food prices increased
significantly in July, up 1.1% from June. Considering the unchanged carryover effect, July’s CPI
would climb 3.3% from a year earlier, up 0.4 percentage points from the previous month.

Wang Tao, chief economist at UBS China, was quoted as saying that after declining for two
consecutive months, food prices went up again in July due to weather factors, and drove up the

CPI’s year-on-year (y-o-y) growth by as much as 3.3%.

Besides, the price of most commodities have peaked; consequently, the producer price index
(PPI) would fall back to slightly above 5% in July, Wang was cited as saying in the report.

According to a report by Goldman Sachs Gao Hua Securities Co. Ltd., China’s CPI could grow
3.4% y-o-y in June. Food prices, especially vegetables, contributed to the rise in CPI growth.

The month-on-month (m-o-m) growth of non-food prices may stabilize after seasonal
adjustments, the brokerage said.

Vegetable prices rose in the last week of July as flood waters receded; therefore the m-o-m and
y-o-y growth of the CPI would slow down in coming months, the paper cited a broker as saying.

The National Bureau of Statistics will post major economic data on August 11.

Source: By 21CBH
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Industry News

China to Launch 3rd Asset
Management Firm in August

August 9, China's third state-asset management company
is expected to be launched as soon as this month, the 21st
Century Business Herald has learned.

The new firm, to be named Guoxin Asset Management
Co. Ltd., will be tasked with restructuring between 20 and
30 small-sized state-owned enterprises under the control
of the central government and turning them into
commercially viable entities.

China wants to reduce the number of central government-
run SOEs from 123 to less than 100 by the end of this
year. There were 196 in 2003.

Unlike Chengtong Group and the State Development and
Investment Corp., existing state run asset management
firms that take over loss making SOEs, the relevant
authorities hope to model Guoxin on Temasek Holdings
Pte. Ltd., Singapore’s state asset management firm, in a
bid to better manage state assets.

According to local media reports, China’s State-owned
Asset  Supervision and Administration Commission
(SASAC), which owns the existing state-asset
management firms, is ready to launch Guoxin. However,
the reluctance of some central-level SOEs to come under
the control of the new asset management company has
delayed the start of its operations.

A senior executive from a centrally owned SOE told the
21st Century Business Herald that a number of SOEs are
looking to merge with larger competitors, while others are
hoping to be able to carry out independent development.

The executive reckoned that only 13-17 small-sized
central-level SOEs would be merged into the new firm in
the initial stage.

But analysts said the real challenge for Guoxin is how to
activate assets that are merged to make them
commercially viable. The new asset management firm
would likely be saddled with smaller, weaker enterprises,
makina the task more difficult.

To have a deeper discussion,
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Carlyle RMB Fund Receives More
Than RMB2.4B in Commitment

The global alternative asset manager Carlyle Group
announced on Jul. 30 that Beijing Carlyle RMB fund
completed its first closing and is ready to make
investment at any time.

The RMB fund, with an expected size of RMB5B or about
USS$740M, targets large-scale growth-stage companies in
Beijing and across China.

Carlyle has received more than RMB2.4B (approximately
USS$350M) in commitments from a variety of sources,
including Beijing State-owned Capital Operation and
Management Center (BSCOMC), Beijing Equity
Investment Development Fund, as well as other large
SOEs, private companies and individuals.

Carlyle also announced it has set up an investment
management joint venture - Carlyle (Beijing) Investment
Management Co., Ltd. - with BSCOMC, the largest SOE in
Beijing. Carlyle holds 80% stakes in the joint venture,
which will serve as an advisor to the RMB Fund.

Beijing Carlyle RMB fund will make investment together
with Carlyle Asia Partners and carry out independent
investment as well.

Source: By Zero2IPO
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At present, 41 SOEs have annual revenues of over RMB
50 billion. The number of central-level SOEs in the list of
top 500 global companies has jumped from 16 in 2007 to
30.

Source: By Zero2IPO
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