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SPOTLIGHT

China Financials Survey

Anatomy of a financial consumer — back to basics

We present our third proprietary
survey of attitudes and preferences
towards financial products and
services in mainland China

Banks still dominate distribution,
but trust levels have declined, most
notably for banks and online players

Greater risk aversion is characterised
by an increased desire to allocate
funds to bank deposits, health
insurance and critical illness rat
than long-term savings or market-
sensitive products
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Why read this report?

¢ We have conducted our third survey of attitudes and preferences of
individuals in China towards the financial sector, as well as products
and services offered

¢ We consider whether these results are consistent with our
preconceived ideas about the purpose for purchasing financial
products and most trusted distribution channels

¢ The results suggest the preference for internet players revolves around
payments where it has increased rather than saving, borrowing or
insurance protection where they have become less popular

Proprietary survey to check and validate our views and perceptions...
We conducted our third China financials survey to gauge evolving attitudes and preferences
towards financial products and services through a sample of 2,031 individuals.

...and to identify changing attitudes towards financial products and services in China
Only 12% of the respondents increased borrowing over the past year, with nearly 60% not
changing borrowing levels. In addition, almost half of the individuals save for precautionary
reasons such as unforeseen events and health issues, with the allocation to health rising among
more wealthy individuals and unforeseen events falling in more developed areas.

Internet platforms favoured for payments, but not for advice or financial products
Internet platforms continue to be preferred for money transfers across all age groups and income
levels. However, individuals’ propensity to borrow is not materially impacted by whether they use
credit cards, personal loans or internet platforms, while consumers remain most sensitive to factors
favouring traditional financial institutions such as lending rates for loans, diseases covered for
health insurance and critical illness, brand for motor insurance, and fund strategy for investments.
Individuals still trust banks most for advice on financial products, but only one-third see them as
most trustworthy vs two-thirds in our previous surveys; the ranking of online has dropped below
friends & family and agents. Where individuals do use online to purchase financial products, they
tend buy money market funds, health products, and banks’ wealth management products (WMPs).

Desire to purchase protection via health insurance and critical illness rose significantly
Individuals’ desire for protection is greater than savings for the first time, with health insurance the
most preferred product; only 17% are now focused on buying savings products compared with
€c60% in 2018. Demand for critical illness increases as individuals get older, with around two-thirds
preferring sum assured below RMB500k (c3.5x the average earnings of the sample), while the
preference for purchasing fast-growing short-term health is through insurers vs internet channels.

Greater price competition among brokers
Commission rates have become the main factor in choosing between brokers, while banks and
brokers remain the key distribution channels. The preference for internet platforms has slipped.
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This is a redacted version of a report by the same title published on 3-Mar-21. To access the full
note, including sector and stock implications, and details of the survey sample, please contact your
HSBC representative or email AskResearch@hshc.com for more information.
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Facts and figures

USD53trn

Size of China’s financial sector, by
assets

Free to View ® Equities - Financials
March 2021

>10%

2020 asset growth recovered from
low single digits in recent years

Banks remain most trusted to provide
advice on financial products, followed by
friends & family and agents, while online
has dropped to fourth from second

32%

Said banks are most trusted for advice
(from two-thirds in the previous
surveys)

41%

Consider loan rate as the
main factor in choosing
lenders

70%

Intend to purchase
protection rather than
savings

40%

Think diseases covered are
the most importance feature
for protection insurance

47%

Of savings are held for precautionary
reasons

Among which, 26% are for unforeseen
events and 21% for health issues; both
can be covered by insurance

70%

Prefer internet platforms for money
transfers and payments

Source: HSBC

10-20%

Prefer internet platforms for borrowing,
buying insurance or asset management
products
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Executive summary

¢ We conducted our third proprietary China financials survey to gauge
consumer preferences towards financial products and/or services as
we emerge from the pandemic

¢ Internet giants are preferred for payments, but not for borrowing,
saving or insurance

¢ The desire to buy insurance protection significantly outstrips savings
for the first time

Introduction

We present the findings from our third proprietary survey of attitudes and preferences of
Chinese individuals towards China’s financial services sector, and how they are changing due
to the pandemic, growing online penetration, as well as from our 2018 and 2019 surveys.

We also look at products and services offered by companies to challenge or support our
existing views on consumer preferences for different financial products and features, as well as
distribution channels across different income levels, age groups and geographies, and how this
could impact our growth assumptions for companies on both absolute and relative bases.

China’s Financial System

Total bank sector assets amounted to cUSD45trn (+11% over 2020-19), with the insurance
sector at cUSD3.4trn (+13%) and brokers at cUSD1.3trn (+23%) as at end-2020, while off-
balance sheet bank wealth management products (WMPs) remain around the size of the
insurance sector with some assets required to move on-balance sheet by end-2021.

In our view, a number of government regulations aimed at containing macroeconomic risks
emanating from the financial sector such as curtailing shadow banking activities, short-duration
investment products, non-bank lenders taking limited balance sheet risks and payment providers
have adversely impacted growth in recent years. Nevertheless, asset growth recovered to double
digits across the main segments during 2020, despite the headwinds from COVID-19, as well as a
pick-up in competition for deposits, insurance guarantees, protection, and services.

Moreover, there may be some light in the tunnel as regulatory developments in the financial
space appear to be more supportive of the traditional financial services industry relative to
competing, fast-growing, unregulated players. For instance, regulators remain focused on
containing financial stability risks and protecting consumers, which has resulted in widening the
net for consumer finance and microfinance licenses, implementing interest rate caps for non-
licensed lenders, removing FDI limits for asset managers, brokers and insurers, and requiring
platform players to retain balance sheet risk when lending. We expect higher bank sector asset
growth and insurance premium growth over the medium term, as a result.
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HSBC China Financials Survey

We highlight the findings from our proprietary survey of attitudes and preferences of Chinese
individuals towards China’s financial sector, as well as products and services offered by
companies operating in this space. The results reinforce some of the themes and stock
preferences we have been highlighting, while they also provide additional insights in other
areas, which may have implications for corporate strategies, as well as our views on growth
projections based on product and distribution strategies adopted.

We accept that 2,031 people may not be representative of the entire Chinese population. We

note our sample is more skewed than the overall Chinese population towards individuals with

income levels above the national average, more developed cities and/or regions, and those of
working age. This was also the case in our 2018 and 2019 samples.

Nevertheless, we think our sample provides a reasonable gauge of Chinese consumer
preferences related to the financial sector, as well as products and services currently offered
since financial services penetration generally rises as income levels increase and individuals
move away from the support of family networks and towards urban areas (as highlighted by
World Bank Financial Inclusion data).

In addition, we draw comfort about the validity of the results since many of the major
observations are internally consistent and there have been changes from our first and second
surveys that are in-line with increasing financial penetration, increasing financial sophistication,
as well as reflecting certain trends around product development and online vs offline.

The main characteristics of our sample compared with the Chinese population are as follows:

¢ 50% male and 50% female respondents versus a 51% and 49% gender split for the
Chinese population, respectively.

¢ An average age of 36 years, with 24% in the 20-29 age group, 36% in the 30-39 age group, and
28% in the 40-49 age group. Together, these account for only 45% of the Chinese population.

¢ c70% of the participants had income levels above the national average, with c60% earning
RMB100,000-250,000 per annum vs a national average of around RMB91,000 per annum.

¢ Approximately two-thirds of the respondents are from more developed cities or regions such
as Beijing, Shanghai, the Greater Bay Area (GBA) and Eastern provinces against these
accounting for c40% in China overall.

What surprised us

Consumer attitudes (including towards digital finance)
¢ 70% of the respondents indicated no fall in income and 20% reported a rise in income over
the past year.

@ There is a greater risk aversion around COVID-19, highlighted by an increased desire to
allocate funds towards bank deposits, health insurance and critical illness products vs less
towards market-sensitive products such as bonds, securities and trusts.

¢ However, there is a preference for increased spending on financial products to be allocated
to WMPs and bank deposits before protection products over the next three years.

¢ The bank channel remains most trusted for advice on financial products, but only 32% of
the respondents rank it as the most trusted vs 67% in 2019 and 72% in 2018.
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Friends & family and insurance agents are ranked second and third most trusted for advice
on financial products, respectively, while internet platforms have dropped to fourth from
second in our 2019 survey.

Internet giants are preferred for payments but not borrowing, saving or insurance.

Individuals’ propensity to borrow does not appear to be materially impacted by whether they
use credit cards, personal loans or internet platforms, which may be inconsistent with views
around the latter being an important driver of higher borrowing and/or consumption spending.

Consumers prefer to use insurance channels over internet players to purchase short-term
health products, with “million-dollar” short-term medical insurance purchased through
insurer websites/apps at 30% (21% in 2019), followed by Alipay at 22% (26% in 2019).

Banks

*

BOC improved service levels most over the last three years, followed by ICBC and CCB (vs
ICBC first, CCB second, and BOC third in both 2019 and 2018).

Only 12% of the respondents increased borrowing over the past year, with nearly 60% not
changing borrowing levels, which is consistent with responses on income levels.

The loan rate is the most important consideration for individuals when choosing a loan provider
across all age groups and cities/regions but its relative importance has been gradually falling.

Individuals in developed cities/regions generally save less for unforeseen events,
suggesting greater confidence in government support and/or insurance products.

Insurers

2

Individuals’ desire for protection is greater than for savings for the first time, with health
insurance the most preferred product; only 17% are now focused on buying a savings
product compared with 49% in 2019 and 61% in 2018.

Demand for critical illness tends to increase as individuals get older.

Around 34% of the respondents believe protection sum assured is sufficient, but among
those who think it is insufficient (58%) less than half indicate an intention to top up sum
assured, suggesting affordability or other issues.

Around 63% of the respondents prefer sum assured below RMB500,000 (or ¢3.5x the
average earnings of the sample) for protection products, while individuals below 30 and
above 60 purchase the lowest protection sum assured.

Consumers prefer to use insurance channels over internet players to purchase short-term
health products, which is interesting as internet players are regularly cited as leading
market disruption in this space.

Around 80% (unchanged) of the respondents purchased “million-dollar” short-term medical
insurance through insurer websites/apps at 30% (21% in 2019), followed by Alipay at 22%
(26% in 2019), being the most popular channels.

The respondents aged 35-50 (30-50 previously) mainly bought short-term medical products
from agents, while younger (both younger and older in our previous surveys) individuals
were more skewed to buying from Alipay.

c40% (unchanged) of the respondents in the lowest income bracket do not have a short-
term medical policy.
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What was in-line with our existing views

Consumer attitudes

¢ Respondents mostly prefer to use internet platforms and online channels to purchase
money market funds, WMPs and health insurance.

¢ The intention to allocate additional spending to protection products over the next three years is
positively correlated with wealthier respondents and those in more developed cities/regions.

Banks

¢  47% of the respondents save for precautionary reasons such as unforeseen events and health
issues (vs 49% in 2019 and 46% in 2018), with a further 12% for retirement (15% in 2019 and
13% in 2018), which could be replaced by products developed by the insurance sector over time.

¢ Under 30s tend to save more for property purchases, while those with higher income levels
and older individuals save more for health and pensions.

¢ There is a further increase in the preference for WeChat and/or Alipay. For instance, 69% of
respondents (55% in 2019 and 53% in 2018) use WeChat and/or Alipay to transfer money
rather than online transfers at 27% (34% in 2019 and 33% in 2018) or cash at 4% (10% in
2019 and 14% in 2018).

¢ The preference for WeChat and/or Alipay is highest among the youngest age groups up to
30 and 50-60% of the individuals in other age groups express the same preference, while
18% and a gradually falling proportion of retirees prefer to pay with cash.

¢ Purchasing household items is still the most popular reason for credit card or personal loan
usage (39% in 2021 vs 34% in 2019), while buying household and leisure items are the
popular reasons for using online lending platforms.

Insurers

¢ Insurers’ brand and reputation and additional service provided are most important when
purchasing long-term insurance products.

¢ The number of diseases covered remains the most important feature when buying critical
illness across all age groups, income levels and cities/regions.

¢ Brand rises and price falls in relative importance when buying critical illness as income
levels increase.

¢ Brand (28%) followed by agents (22%) are most important when choosing motor insurance,

with under 25s putting service levels ahead of agents and price, while those above 25
believe agents are more important than service levels and price.

Brokers and asset managers

2

Asset allocation and fund strategy are still the main factors in choosing asset
management products.

Banks are the most important channel for buying asset management products at 40% (51%
in 2019 and 57% in 2018), followed by fund managers (vs online channel in 2019).

The commission rate at 33% (28% in 2019) replaced brand and scale at 25% (37% in 2019)
to become the most important factor in choosing between brokers; quality of client service
also increased in significance to 27% (vs 23% in 2019).

The majority of the respondents do not hold any overseas investments.
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Our survey population is
evenly distributed across
income brackets with a skew
towards above-average
earners (unchanged from the
previous surveys)

Average income levels are
highest in the late 30s age
group (vs late 40s in 2019
and mid-40s in 2018)
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Consumer attitudes

¢ c70% of the respondents indicated no or limited falls in disposable
income in 2020, but caution increased with the intention to put funds
into deposits, insurance saving and protection rising

¢ There is an intention to increase the allocation to banks’” WMPs and
deposits versus 2019, while demand for protection insurance rises
for those earning more and living in more developed regions

¢ The desire to allocate more to market-sensitive products fell, while
the bank channel remains the most trusted source of financial advice
but online is, surprisingly, no longer in the top three

Question 1: How much do you earn annually?

Exhibit 4: Annual income of survey population

H<RMBS0K

1 RMB50K-100K

B RMB100K-150K

B RMB150K-200K
RMB200K-250K

= >RMB250K

Source: HSBC, Toluna

Exhibit 5: Annual income distribution by age groups

60 and above - I

55-59
50-54
45-49
40-44
35-39 | I —
30-34
25-29 I ——
20-24

Below 20 I

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B <RMB50K “ RMB50K-100K B RMB100K-150K = RMB150K-200K RMB200K-250K = >RMB250K

Source: HSBC, Toluna
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Individuals from more
developed regions (e.g.
Beijing, Shanghai, and the
GBA) have significantly
higher income levels than
those from the North and
Southwest

c70% of the respondents
have no or only a limited fall
in disposable income over
the past year vs 20% that saw
arisein disposable income

Disposable income has been
more stable for older
individuals, while younger
individuals experienced more
significant increases and
decreases over the past year

Disposable income has been
relatively stable in more
developed regions, while the
Northwest experienced a
significant decrease over the
past year
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Exhibit 6: Annual income distribution by region brackets
Southwest I |
South (excl. GBA) |
Northwest I
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Beijing ; ——
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= <RMBSOK RMB50K-100K = RMB100K-150K = RMB150K-200K RMB200K-250K = >RMB250K

Source: HSBC, Toluna. Note: GBA — Greater Bay Area. SH - Shanghai. BJ - Beijing.

Question 2: How much has your disposable income changed from end-2019?

Exhibit 7: Change in disposable income from end-2019

m>50% lower

20% - 50% lower
= Up to 20% lower
®No change

Up to 20% higher
20% - 50% higher
=>50% higher

Source: HSBC, Toluna

Exhibit 8: Change in disposable income by age groups from end-2019
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Source: HSBC, Toluna

Exhibit 9: Change in disposable income by region brackets from end-2019
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Source: HSBC, Toluna. Note: GBA — Greater Bay Area. SH — Shanghai. BJ - Beijing.
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The respondents allocate
more expenditure to savings,
investments and insurance
during the COVID-19
pandemic, as well as
spending more on
computing, food and
household goods

Among financial products,
there was an increase in the
desire to allocate funds to
bank deposits, followed by
health insurance and critical
iliness, suggesting greater
risk aversion and insurance
awareness

Consistent with greater
caution, less spending has
been allocated towards more
market-sensitive products
such as securities, bonds
and trusts

10
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Question 3: How has your consumption for the following categories changed during the
COVID-19 pandemic? (Rank each from 1-5 with 1 = Significantly lower; 2 = Lower; 3 =
About the same; 4 = Higher; 5 = Significantly higher)

Exhibit 10: Change in consumption preferences during the COVID-19 pandemic

Travel I
Savingfinvt I
Restaurant I

Ins [ |
Household 1 —
Food I —
Computing 1 —
Car 1 —
% 10% % 0% o 50% 0% 0% 0% 0% 100%

| Signfficantly lower Lower B About the same = Higher Signfficantly higher

Source: HSBC, Toluna. Note: Invt — investment. Ins — insurance.

Question 4: Rank the three financial products you have allocated more spending towards
during the COVID-19 pandemic? (1 = Most; 2 = Second most; 3 = Third most)

Exhibit 11: Financial products more spending has been allocated to during the COVID-19
pandemic

Third most
Second most
Most

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
mBankdeposits ®Health ins = Criticalillness ~ WMPs ™= Securiies ™ Annuityins = MMF = Mutwal fund ®Bonds ™ Trust

Source: HSBC, Toluna. Note: Health ins — health insurance. WMPs — wealth management products. Annuity ins — annuity insurance. MMF — money market fund.

Question 5: Rank the three financial products you have allocated less spending towards
during the COVID-19 pandemic? (1 = Least; 2 = Second least; 3 = Third least)

Exhibit 12: Financial products less spending has been allocated to during the COVID-19
pandemic

Third least
Second least

Least

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Securiies ™ Trust ®Bonds MBankdeposits ®MMF ®Mutual fund ~ WMPs ™ Annutyins B Health ins = Critical illness

Source: HSBC, Toluna. Note: Health ins — health insurance. WMPs — wealth management products. Annuity ins — annuity insurance. MMF — money market fund.
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Banks remain the most
trusted source of financial
advice but this preference has
declined materially to 32% (vs
67% in 2019 and 72% in 2018);
friends and family are second
most trusted (vs online in
2019 and 2018), while insurers
rose to 10% (vs 5% in 2019
and 6% in 2018)

Most respondents prefer to
buy money market funds,
WMPs and health insurance
products online

The respondents are less
likely to purchase bonds,
securities and trust products
online
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Question 6: Who or which type of institution do you trust most to provide advice on
financial products?

Exhibit 13: Most trusted financial institutions

Bank ] 32%
Friends/family | 11%
Insurer 10%
Securities company [ [—————— 30/,
Assa ma”lager __ 8%
e-commerce platform _|je—————— 79,
IFA (e.g. Noah) [ee—— G,
Agent |——— G
WeChat blogs _fmmm— 39,
Trustcompany (e 39
Newspapers _[m— 20/,

Short-videos (KOL) w59,

Live streaming (KOL) jmm 1% ! ! ! ! ! ! |
0% 5% 10% 15% 20% 25% 30% 35%

Source: HSBC, Toluna. Note: IFA — independent financial advisors.

Question 7: What type of financial products are you most likely to buy online during the
COVID-19 pandemic? (1 = Most; 2 = Second most; 3 = Third most)

Exhibit 14: Financial products most preferred to be purchased online

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

BYyebao ®Healthins “BankWMPs  Bankdeposits ™ Criticalillness ™ Securifies ™ Annuityins ™ Mutual fund ™ Bonds ™ Trust

Source: HSBC, Toluna. Note: Health ins - health insurance. Bank WMPs — bank wealth management products. Annuity ins — annuity insurance.

Question 8: What type of financial products are you least likely to buy online during the
COVID-19 pandemic? (1 = Least; 2 = Second Least; 3 = Third Least)

Exhibit 15: Financial products least preferred to be purchased online

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Trust M Securies ®Bonds ™ Mutual fund ™ Annuity ins ™ Critical illness © Bank WMPs ~ Bankdeposits ™ Yu'ebao ™ Health ins

Source: HSBC, Toluna. Note: Health ins - health insurance. Bank WMPs — bank wealth management products. Annuity ins — annuity insurance.
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There was an increased
desire to allocate savings to
WMPs (34% vs 29% in 2019)
and bank deposits (28% vs
24% in 2019), with protection
falling over the next three
years (29% vs 34% in 2019)

As the respondents get
wealthier, the proportion of
savings allocated to
insurance rises, while
deposits and WMPs falls
(unchanged)

Those in more developed
regions are more likely to
allocate their savings to
protection-type insurance
than in other regions

12
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Question 9: Over the next three years, which main products do you expect to put your
savings into?

Exhibit 16: Destination for savings over the next three years

® Bank deposits
WMPs

® Health ins

 Critical illness
Annuity ins

¥ Mutual funds

¥ Other

Source: HSBC, Toluna. Note: Health ins — health insurance. WMPs — wealth management products. Annuity ins — annuity insurance.

Exhibit 17: Destination for savings over the next three years by income brackets

| | | |
>RMB250K ‘ ‘ ‘ ‘ |
RMB200K-
250K ‘ ‘ ‘ I
RMB150K-
200K | | I
RMB100K-
150K ‘ ‘
RMB50K-
100K ‘ ‘
<RMBS0K | | | | | —
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

B Bank deposits WMPs B Health ins B Critical illness Anntities = Mutual funds = Other

Source: HSBC, Toluna. Note: Health ins - health insurance. WMPs — wealth management products.

Exhibit 18: Destination for savings over the next three years by region brackets

Southwest ‘ ‘
South (excl. GBA) }
Northwest ‘
Central i

East (exdl. SH)
North (excl.BJ) }
Northeast i
GBA i
Shanghai !
Beijing ‘ |

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
® Bank deposits WMPs B Health ins = Critical illness Annuities = Mutual funds = Other

Source: HSBC, Toluna. Note: GBA — Greater Bay Area. SH — Shanghai. BJ - Beijing.



Free to View ® Equities - Financials
&P HSBC March 2021

WMPs have historically Exhibit 19: Yields on various financial products

offered the highest yields, 700 -
but insurance crediting rates 600 A
appear higher now; deposits

have the lowest yields but 500 1

best liquidity 400 - V’/‘ff—/\u\aé_/w—
300 e \ 7 \x

200 A
1.00 A
0.00

Jan-10 Nov-10 Sep-11 Jul-12 May-13 Mar-14 Jan-15 Nov-15 Sep-16 Jul-17 May-18 Mar-19 Jan-20 Nov-20
IS Demand deposit Time deposit - 3M Time deposit - 1Y WMP - 3M
WMP - 1Y Ins - crediting rate Ins - max par qur't rate Ins - maxnon-par rate

Source: Wind, PBoC, CBIRC, HSBC
Note: Demand and time deposit refer to PBoC benchmark; crediting rate refers to average rate of selected samples of universal life insurance.

13



&P HSBC

Big 4 banks account for 57%
of the responses for best
service (c80% in both 2019
and 2018); BOC leads (CMB
in 2019 and ICBC in 2018)

BOC (ICBC in 2019 and 2018)
improved service levels most
over the last three years,
followed by ICBC and CCB
(CCB and BOC in 2019 and
2018)

14
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Banks

¢ Big 4 banks account for c57% of the responses for the best service;
BOC replaced ICBC to rank #1, followed by ICBC and CCB

¢ Popularity of online payments increased across all age groups, with
online borrowing mainly for household and leisure items, but loan
rate and brand remain the main factors for those seeking loans

¢ Almost half saved for precautionary reasons (i.e. unforeseen events
and health issues), which could be covered by insurance, but caution
fell for those with higher income levels and in more developed areas

Question 10: Can you name three banks that you believe offer the best service? (1 =
Best, 2 = Second best, 3 = Third best)

Exhibit 20: Banks for the best service

Third best

Second
best

d
100%

T T T T T T T T T T
0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
®m|CBC ™ CCB mABC ®mBOC ®=CMB ™ BoCom = CITIC ™ Others

Source: HSBC, Toluna

Question 11: Can you name three banks below that improved service the most over the
last three years? (1 = Most, 2 = Second most, 3 = Third most)

Exhibit 21: Banks that have improved service the most for the past three years

Third
most

Second
most

Vost I

100%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90%
= |CBC =CCB ®=ABC =BOC = CMB = BoCom = CITIC = Others

Source: HSBC, Toluna
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69% (55% in 2019 and 53% in
2018) use WeChat and/or
Alipay to transfer money
rather than online transfers at
27% (34% in 2019 and 33% in
2018) or use cash at 4% (10%
in 2019 and 14% in 2018)

Preference for WeChat and/or
Alipay is highest among the
youngest age groups up to
30 (unchanged) and 50-60%
of individuals in other age
groups express the same
preference, while 18% (21%
in 2019 and 23% in 2018) of
the retirement group still
prefer to pay with cash

Only 12% of the respondents

increased borrowing over the
past year, with nearly 60% not
changing borrowing levels

Free to View ® Equities - Financials
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Question 12: If you owe money to friends, family or service provider, what is the

preferred means of payment?

Exhibit 22: Preferred means of payment

m\WeChat /Alipay
Onlire fransfers

B Cash

B Other

Source: HSBC, Toluna

Exhibit 23: Preferred means of payment by age groups

60 and above
55-59

50-54

45-49

40-44

35-39

30-34

25-29

20-24

Below 20

0% 10% 20% 30% 40% 50% 60% 70% 80%
B Wechat/Alipay Onlire transfers B Cash B Other

Source: HSBC, Toluna

Question 13: How did your borrowing change over the past year?

Exhibit 24: Borrowing change from 2019

B |ncreased more than 25%
Increased up to 25%

B No change

¥ Decreased up to 25%

Decreased more than 25%

Source: HSBC, Toluna

90%

100%
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37% of under 30s and 30% of
middle-aged individuals
increased borrowing by up to
25% over the past year, while
up to 80% of older groups
saw either no change or a
drop in borrowing over the
past year

Purchasing household items
is still the most popular
reason for credit card or
personal loan usage (39% in
2021 vs 34% in 2019), while
30% (40% in 2019) have no
borrowing

Purchasing household and
leisure items are the popular
reasons for using online
lending platforms, while 37%
do not use this channel for
borrowing

16
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Exhibit 25: Borrowing change from 2019 by age groups

60 and above
55-59
50-54
45-49
40-44
35-39
30-34
25-29
20-24

Below 20

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

= |ncreased more than 25% Increased up to 25% = No change = Decreased up to 25% Decreased more than 25%

Source: HSBC, Toluna

Question 14: For what purpose do you borrow when using a credit card and/or a
personal loan? (Select all that apply)

Exhibit 26: Primary reasons for using credit card and/or personal loans
Household 39%

No borrowing

Leisure (e.g. car, travel)

Investment (e.g. stocks, funds)

Business

Personal needs (e.g. education, medical) 18%

0% 5% 10% 15% 20% 25% 30% 35% 40% 45%

Source: HSBC, Toluna

Question 15: For what purpose do you borrow when using an online platform (e.g. Ant,
WeBank, Lufax, online bank lending)? (Select all that apply)

Exhibit 27: Primary reasons for using online lending platform
No borrowing 37%

Household

Leisure (e.g. car, travel)
Investment (e.g. stocks, funds)

Personal needs (e.g. education, medical)

Business

0% 5% 10% 15% 20% 25% 30% 35% 40%

Source: HSBC, Toluna
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The loan rate is the most
important consideration for
individuals when choosing a
loan provider across all age
groups but its relative
importance has been
gradually falling (41% vs 46%
in 2019 and 56% in 2018)

Brand is the second most
important factor when
choosing a loan provider
(unchanged), although some
age groups, for example,
those aged 35 to 44, consider
loan amount relatively more
important

Loan rate remains the main
factor across all regions, with
brand being relatively more
important in developed
regions and loan amount is at
least equally important in
less developed regions
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Question 16: What are the main factors influencing your decision about who to take a
loan from?

Exhibit 28: Main factors in choosing lenders

MLoanrate
Brand

= | oan amount

= Onlire application process
Recommedations from friends/family
Other

Source: HSBC, Toluna

Exhibit 29: Main factors in choosing lenders by age groups

60 and above
55-59

50-54

45-49

40-44

35-39

30-34

25-29

20-24

Below 20

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B | oanrate Brand

B | oan amount ¥ Online application process Recommedations from friends/family Other

Source: HSBC, Toluna

Exhibit 30: Main factors in choosing lenders by region brackets

Southwest

South (excl. GBA)
Northwest

Central

East (excl. SH)
North (excl.BJ)
Northeast

GBA

Shanghai

Beijing

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
Hloanrate ™Brand MLoanamount ™ Online application process '~ Recommedations from friends/family ™ Other

Source: HSBC, Toluna. Note: GBA — Greater Bay Area. SH — Shanghai. BJ - Beijing.

17



&P HSBC

37% say online shopping is
the most useful service on
bank apps, followed by 24%
for healthcare services

26% (27% in 2019 and 31%in
2018) save for unforeseen
events, 21% (22% in 2019 and
15% in 2018) for health issues,
12% (15% in 2019 and 13%in
2018) for retirement, and 10%
(9% in 2019 and 4% in 2018)
for looking after parents

Under 30s tend to save more
for property purchases, while
older individuals save more
for health and pensions

18
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Question 17: When using a bank-developed app, which of the following lifestyle services
are most useful? (1 = Most useful, 2 = Second most useful, 3 = Third most useful)

Exhibit 31: Most useful services bank-developed apps

Third most

Second
most

Most

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
= Shopping (e.g. online market places) Healthcare (e.g. medical appointment) = Entertainment (e.g. cinema)
= Education (e.a. tuition) = Travel (e.q. flight tickets) = Other

Source: HSBC, Toluna

Question 18: What is the main purpose of your savings?

Exhibit 32: Main purpose for savings

u Unforeseen events
Health issues
B Property purchase
B Retirement (e.g. Pension)
Looking after your parents
B Repay loans
¥ Education
Other

Source: HSBC, Toluna

Exhibit 33: Main purpose for savings by age groups
|

60 and above
55-59

50-54

45-49

40-44

35-39

30-34

25-29

20-24

Below 20

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

= Unforeseen events
Looking after your parents

Source: HSBC, Toluna

Health issues
™ Repay loans

= Property purchase = Retirrment (e.g. Pension)
¥ Education Other
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Individuals save more for
health issues and less for
unforeseen circumstances as
they earn more income
(unchanged)

Individuals in developed
regions generally save less
for unforeseen events;
residents in the North save
more for health than those in
the South
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Exhibit 34: Main purpose for savings by income brackets

>RMB250K

RMB200K-
250K

RMB150K-
200K

RMB100K-
150K

RMB50K-
100K

<RMBS50K

0% 10% 20% 30% 40%

® Unforeseen events " Health issues
Looking after your parents ™ Repay loans

Source: HSBC, Toluna

50% 60% 70% 80% 90% 100%

= Property purchase = Retirement (e.g. Pension)
™ Education Other

Exhibit 35: Main purpose for savings by region brackets

Southwest

South (excl. GBA)
Northwest

Central

East (excl. SH)
North (excl.BJ)
Northeast

GBA

Shanghai

Beijing

0% 10% 20% 30%

= Unforeseen events = Health issues
Looking after vour parents ™ Repav loans
Source: HSBC, Toluna. Note: GBA — Greater Bay Area. SH — Shanghai. BJ - Beijing.

40%

80% 90% 100%
= Retirement (e.g. Pension)
Other

70%

60%
= Property purchase
¥ Education

50%
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Health insurance is the most
preferred product, with the
overall preferences now
skewed towards protection
rather than savings (17% vs
49% in 2019 and 61% in 2018)
across all age groups

Demand for critical illness
tends to increase as
individuals get older, but
remains below 30% across all
age groups

20
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¢ Individual preferences are now heavily skewed towards protection
rather than savings, with health insurance on top of the list but c90%
want sum assured to remain unchanged during the pandemic

¢ Demand for protection rises for wealthier and older individuals, with a
growing proportion preferring to buy direct from insurers (not online
platforms) and the number of diseases covered being the key feature

¢ Online channels are popular for buying short-term health insurance,
but they do not appear to be popular for motor insurance where

agents still dominate

Question 19: As your disposable income grows, do you expect to allocate more funds

towards particular insurance products?

Exhibit 36: Preference for insurance products as disposable income grows

mHealth ins
Critical illness

= Annuity ins

= Whole life

No, | will not buy more insurance

9%
14%
38%
17%
22%

Source: HSBC, Toluna. Note: Health ins - health insurance. Annuity ins — annuity insurance.

Exhibit 37: Preference towards insurance products by age groups

60 and above

-
55-59
50-54
45-49
40-44
35-39

30-34
25-29
20-24
Below 20
0% 10% 20% 30% 40% 50% 60% 70%
M Health ins Critical illness B Annuities = Whole life

Source: HSBC, Toluna. Note: Health ins — health insurance.

80% 90% 100%

No, | will not buy more insurance
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Demand for critical iliness
increases as individuals get
wealthier, except for the
highest income level (similar
to 2019 and 2018)

Mixed trends between more
and less developed regions

Insurers’ brand/reputation
and additional services
provided are most important;
agent relationship less so

Free to View ® Equities - Financials

March 2021
Exhibit 38: Preference towards insurance products by income brackets
>RMB250K | B
RME200K- [
250K
RMB150K- [ B
200K
RMEBA00K- [
150K
RMBL0K- I
100K
<RMBS0K [ B
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
™ Health ins Critical illness = Annuities = Whole life No, I will not buy more insurance

Source: HSBC, Toluna. Note: Health ins — health insurance.

Exhibit 39: Preference towards insurance products by region brackets

Southwest
South (excl. GBA)
Northwest
Central
East (excl. SH)
North (excl.BJ)
Northeast
GBA
Shanghai

Beijing

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B Health ins Critical illness B Anntities B Whole life No, I will not buy more insurance

Source: HSBC, Toluna. Note: GBA — Greater Bay Area. SH — Shanghai. BJ - Beijing.

Question 20: What is most important, in order, when buying long-term insurance
products? Please rank.

Exhibit 40: Key factors influencing purchase of long-term insurance products

5 I
4 I —
3 I ——
2 I ——
1 I
0%  10%  20%  30%  40%  50%  60%  70%  80%  90%  100%

= Additiona service offered Agent relationship = Brand/reputation ™ Price Return/yield advertised

Source: HSBC, Toluna
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The number of diseases
covered remains the most
important feature when
buying critical illness/health
insurance (unchanged from
2019 and 2018 surveys)

Relative importance of brand
and price increases after 40
(unchanged)

The number of diseases
covered is the most
important factor
(unchanged), but brand rises
and price falls in importance
for those with higher
incomes

22
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Question 21: When buying critical illness/health products, what factors are most
important in making the decision?

Exhibit 41: Most important features for critical illness/health insurance

B Most diseases covered
Provider's brand
B Value-added services
B Price
Others

Source: HSBC, Toluna

Exhibit 42: Most important features for critical illness/health insurance by age groups

60 and above
55-59

50-54

45-49

40-44

35-39

30-34

25-29

20-24

Below 20

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
= Most diseases covered Provider's brand ® /alue-added services ™ Price Others

Source: HSBC, Toluna

Exhibit 43: Most important features for critical iliness/health insurance by income brackets

>RMB250K
RMB200K-
250K
RMB150K-
200K
RMB100K-
150K
RMB50K-
100K
<RMBS0K

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
= Most diseases covered Provider's brand ® Value-added services = Price Others

Source: HSBC, Toluna
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The number of diseases
covered is most important
in Shanghai, while those in
the South are more sensitive
to price

Around 34% (35% in 2019)
believe protection sum
assured is sufficient;
among those who think it is
insufficient 58% (54% in
2019) less than half indicate
an intention to top up sum
assured

Wealthier individuals are
more aware of whether they
need to increase sum
assured (unchanged)

Free to View ® Equities - Financials
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Exhibit 44: Most important features for critical iliness/health insurance by region brackets

Southwest

South (excl. GBA)
Northwest

Central

East (excl. SH)
North (excl.BJ)
Northeast

GBA

Shanghai

Beijing

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B Most diseases covered Provider's brand ¥ Value-added services M Price Others

Source: HSBC, Toluna. Note: GBA — Greater Bay Area. SH — Shanghai. BJ - Beijing.

Question 22: When buying critical/health insurance do you think sum assured is
sufficient to cover?

Exhibit 45: Sufficiency of sum assured on protection products

B Yes —all future medical ex penses
No - but I will use my own savings to
cover the shortfall

®No - may increase the sumassured

B Don't know

Source: HSBC, Toluna

Exhibit 46: Sufficiency of sum assured on protection products by income brackets

>RMB250
K
RMB200K-
250K
RMB150K-
200K
RMB100K-
150K
RMB50K-
100K
<RMBS0K

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

M Yes —all future medical ex penses
®No - | may increase the sum assured

Source: HSBC, Toluna

No - but I will use my own savings to cover the shortfall
® Don’t know
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Around 63% prefer sum
assured below RMB500,000
(or c3.5x the average
earnings of the sample)
versus 66% in 2019 and 84%
in 2018

Those below 30 and above 60
are likely to purchase the
lowest sum assured

Wealthier individuals are
likely to purchase higher sum
assured

24
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Question 23: What sum assured are you likely to purchase for critical illness or health
products?

Exhibit 47: Preferred sum assured for protection products

= <RMB200,000
RMB200,000-500,000

® RMB500,000-RMB800,000

= >RMB800,000

Source: HSBC, Toluna

Exhibit 48: Preferred sum assured for protection products by age groups

60 and above
55-59

50-54

45-49

40-44

35-39

30-34

25-29

20-24

Below 20

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
H<RMB200,000 RMB200,000-500,000 = RMB500,000-RMB800,000 = >RMB800,000

Source: HSBC, Toluna

Exhibit 49: Preferred sum assured for protection products by income brackets

>RMB250
K

I
RMB200K I
-250K
RMB150K I
I

I

—

-200K

RMB100K
-150K

RMB50K-
100K

<RMBS50K

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B <RMB200,000 RMB200,000-500,000 B RMB500,000-RMB800,000 = >RMB800,000

Source: HSBC, Toluna



Those in more developed
regions are likely to purchase
higher sum assured, except
for the Northwest, which is
almost as high as more
developed regions

Over 90% of the respondents
want sum assured to remain
unchanged during the
COVID-19 pandemic,
suggesting high protection
awareness and perhaps an
inability to increase sum
assured further
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Exhibit 50: Preferred sum assured for protection products by region brackets

Southwest

South (excl. GBA)
Northwest

Central

East (excl. SH)
North (excl.BJ)
Northeast

GBA

Shanghai

Beijing

= <RMB200,000 RMB200,000-500,000 = RMB500,000-RMB800,000 = >RMB800,000

Source: HSBC, Toluna. Note: GBA — Greater Bay Area. SH — Shanghai. BJ - Beijing.

Question 24: Has your desired level of critical illness or health sum assured changed
following during the COVID-19 pandemic?

Exhibit 51: Change in desired protection sum assured during the COVID-19 pandemic

B Unchanged

Up to 20% higher
m More than 20% higher
= Up to 20% lower

More than 20% lower

Source: HSBC, Toluna

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Around 80% (unchanged)
purchased “million-dollar”
short-term medical
insurance, with insurer
websites/apps at 30% (21% in
2019) and Alipay at 22% (26%
in 2019) being the most
popular channels

The respondents aged 35 to
50 (30 to 50 previously)
mainly bought short-term
medical products from
agents, while younger (both
younger and older in our
previous surveys) individuals
were more skewed to buying
from Alipay

¢c40% (unchanged) of the
respondents in the lowest
income bracket do not have a
short-term medical policy

26

Free to View ® Equities - Financials
March 2021

Question 25: Where do you buy your first “million-dollar” short-term medical insurance policy?

Exhibit 52: Channel to buy short-term medical insurance

M |nsurers website/app
Alipay

M Agent

m Do not have such policy yet
WeChat

m Other channels

Source: HSBC, Toluna

Exhibit 53: Channel to buy short-term medical insurance by age groups

60 and above
55-59

50-54

45-49

40-44

35-39

30-34

25-29

20-24

Below 20

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
B |nsurers website/app Alipay ~ ®Agents M Do not have such policy yet WeChat ™ Other channels

Source: HSBC, Toluna

Exhibit 54: Channel to buy short-term medical insurance by income brackets

>RMB250K I
RIS 00K I
RUBISOK- B
R« B
RIS I
<RMBSK EE
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= |nsurers website/app Alipay = Agents ™ Do not have such policy yet WeChat = Other channels

Source: HSBC, Toluna
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Agents are still the most
preferred channel for buying
motor insurance, followed by
online (car dealers in 2019
and 2018)

Brand (28%) followed by
agents (22%) are most
important when choosing
motor insurance (vs #1
service level and #2 brand in
2019); price and promotions
combined at 22%
(unchanged) suggest price
competition remains limited,
despite reforms

Under 25s put service levels
ahead of agents and price,
while those above 25 believe
agents are more important
than service levels and price
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Question 26: How do you prefer to buy car insurance?

Exhibit 55: Preferred channel for motor insurance

5% $&
mAgent
Online
™ Car dealers (e.9.4S shops) 48%
= Telemarketing
Other
22%

Source: HSBC, Toluna

Question 27: If you buy car insurance, how do you decide which company to buy from?

Exhibit 56: Most important factors influencing motor insurance provider

12%
28%

22%

™ Brand name
Agent e

B Friend recommendation

¥ Price
Promotions/discounts

Service levels

Source: HSBC, Toluna

Exhibit 57: Most important factors influencing motor insurance provider by age groups

60 and above
55-59

50-54

45-49

40-44

35-39

30-34

25-29

20-24

Below 20

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
M Brand name ' Agent M Friend recommendations M Price Promotions/discounts Service levels

Source: HSBC, Toluna
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Price is relatively more
important for those on lower
income levels, while agents
are more important for
wealthier individuals
(unchanged)
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Exhibit 58: Most important factors influencing motor insurance provider by income brackets
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K

B
RMB200K- T
o |
RMB150K- I

oty ]

RMB100K-
150K

[ R I

RMBOOK- [ R
een o
BN

<RMBSOK

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
H Brand name Agent M Friend recommendations ™ Price Promotions/discounts ¥ Service levels

Source: HSBC, Toluna



&P HSBC

Asset allocation and fund
strategy are still the main
factors in choosing products
at 50% (47% in 2019 and 27%
in 2018); only 11% (12% in
2019 and 3% in 2018)
consider the advice from
consultants as most
important

Banks are the most important
channel for buying asset
management products at 40%
(51% in 2019 and 57% in
2018), followed by fund
managers (vs online channel
in 2019)

Brokers (6% in 2021, 10% in
2019 and 7% in 2018) and
online channels (19% in 2021,
20% in 2019 and 21% in 2018)
have become marginally less
popular
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Brokers & Asset Managers

¢ Fund strategy became even more important in choosing investment
products, followed by the brand or company reputation

¢ Banks still dominate product distribution; fund managers replaced
online channel to become second most important

¢ The majority of individuals do not hold overseas investments

Question 28: What are your main considerations in choosing asset management products?

Exhibit 59: Main factors influencing decisions to buy asset management products

M Asset allocation & fund strategy
Brand/company reputation
B Fund manager track record

B Advice of the investment
consultant

Source: HSBC, Toluna

Question 29: Which channel do you use to buy asset management products?

Exhibit 60: Major channels for purchasing asset management products
Bank 40%

Fund mgnt companies

Online/app portals

IFA
Broker
Other third parties 3%
OI% 5I% 10I% 15I% 2(I)% 25I% 3(I)% 35% 4(':)% 45I%

Source: HSBC, Toluna. Note: Fung mgnt companies — fund management companies. IFA — independent financial advisors.
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Ant Wealth and mobile
banking applications are the
main online channels for
buying asset management
products (unchanged)

Commission rate at 33% (28%
in 2019) replaced brand &
scale at 25% (37% in 2019) to
become the most important
factor in choosing between
brokers; quality of client
service also increased in
significance to 27% (vs 23%
in 2019)
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Question 30: Which online channel do you use to buy asset management products?

Exhibit 61: Online channels used for buying asset management products

%
8%
14% 44%

27%
Question 31: What are your main considerations in choosing brokers when you invest in
stocks?

= Mobile banking applications
Ant Wealth

B Tencent Licaitong

¥ Tiantian Fund

Others

Source: HSBC, Toluna

Exhibit 62: Main factors influencing choice of brokers

7%
8%
25%
21%

B Commission rate
Client service quality

® Branding and size

= Product diversity

Functiondlity of trading app

Source: HSBC, Toluna



The majority do not hold any
overseas investments, except
19% that have mutual funds
and 17% stocks overseas

12% use online apps, while
20% use offshore financial
institutions for overseas
investments
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Question 32: Which overseas investments do you have? (Select all that apply)

Exhibit 63: Overseas investment holdings

No overseas investments
Mutual funds

Stocks

Bonds

Trust products

Others

0% 10% 20% 30% 40% 50% 60% 70%

Source: HSBC, Toluna

Question 33: Who is your major service provider for overseas investments?

Exhibit 64: Major service provider for overseas investments

B No overseas investments
Onlire apps (e.g. Futu, Tiger)
u Offshore Chinese brokers

u Offshore banks

Shenzhen/Shanghai - Hong Kong Stock
Connect

Source: HSBC, Toluna
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expected to underperform its required return by at least 5 percentage points over the succeeding 12 months (or 10 percentage
points for a stock classified as Volatile*). Stocks between these bands were classified as Neutral.

*A stock was classified as volatile if its historical volatility had exceeded 40%, if the stock had been listed for less than 12 months
(unless it was in an industry or sector where volatility is low) or if the analyst expected significant volatility. However, stocks which
we did not consider volatile may in fact also have behaved in such a way. Historical volatility was defined as the past month's
average of the daily 365-day moving average volatilities. In order to avoid misleadingly frequent changes in rating, however,
volatility had to move 2.5 percentage points past the 40% benchmark in either direction for a stock's status to change.
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Rating distribution for long-term investment opportunities

As of 02 March 2021, the distribution of all independent ratings published by HSBC is as follows:

Buy 55% ( 30% of these provided with Investment Banking Services )
Hold 36% (27% of these provided with Investment Banking Services )
Sell 9% (23% of these provided with Investment Banking Services )

For the purposes of the distribution above the following mapping structure is used during the transition from the previous to current rating
models: under our previous model, Overweight = Buy, Neutral = Hold and Underweight = Sell; under our current model Buy = Buy, Hold
= Hold and Reduce = Sell. For rating definitions under both models, please see “Stock ratings and basis for financial analysis” above.

For the distribution of non-independent ratings published by HSBC, please see the disclosure page available at
http://www.hsbcnet.com/gbm/financial-regulation/investment-recommendations-disclosures.

To view a list of all the independent fundamental ratings disseminated by HSBC during the preceding 12-month period, please
use the following links to access the disclosure page:

Clients of Global Research and Global Banking and Markets: www.research.hsbc.com/A/Disclosures
Clients of HSBC Private Banking: www.research.privatebank.hsbc.com/Disclosures

HSBC and its affiliates will from time to time sell to and buy from customers the securities/instruments, both equity and debt
(including derivatives) of companies covered in HSBC Research on a principal or agency basis or act as a market maker or
liquidity provider in the securities/instruments mentioned in this report.

Analysts, economists, and strategists are paid in part by reference to the profitability of HSBC which includes investment banking,
sales & trading, and principal trading revenues.

Whether, or in what time frame, an update of this analysis will be published is not determined in advance.

Non-U.S. analysts may not be associated persons of HSBC Securities (USA) Inc, and therefore may not be subject to FINRA
Rule 2241 or FINRA Rule 2242 restrictions on communications with the subject company, public appearances and trading
securities held by the analysts.

Economic sanctions imposed by the EU, the UK, the USA, and certain other jurisdictions generally prohibit transacting or dealing
in any debt or equity issued by Russian SSI entities on or after 16 July 2014 (Restricted SSI Securities). Economic sanctions
imposed by the USA also generally prohibit US persons from purchasing or selling publicly traded securities issued by companies
designated by the US Government as “Communist Chinese military companies” (CMCs) or any securities that are derivative of,
or designed to provide investment exposure, to the targeted CMC securities (collectively, Restricted CMC Securities). This report
does not constitute advice in relation to any Restricted SSI Securities or Restricted CMC Securities, and as such, this report
should not be construed as an inducement to transact in any Restricted SSI Securities or Restricted CMC Securities.

For disclosures in respect of any company mentioned in this report, please see the most recently published report on that company
available at www.hsbcnet.com/research. HSBC Private Banking clients should contact their Relationship Manager for queries
regarding other research reports. In order to find out more about the proprietary models used to produce this report, please contact
the authoring analyst.
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This report is dated as at 03 March 2021.

All market data included in this report are dated as at close 26 February 2021, unless a different date and/or a specific
time of day is indicated in the report.

HSBC has procedures in place to identify and manage any potential conflicts of interest that arise in connection with its
Research business. HSBC's analysts and its other staff who are involved in the preparation and dissemination of
Research operate and have a management reporting line independent of HSBC's Investment Banking business.
Information Barrier procedures are in place between the Investment Banking, Principal Trading, and Research businesses
to ensure that any confidential and/or price sensitive information is handled in an appropriate manner.

You are not permitted to use, for reference, any data in this document for the purpose of (i) determining the interest
payable, or other sums due, under loan agreements or under other financial contracts or instruments, (ii) determining the
price at which a financial instrument may be bought or sold or traded or redeemed, or the value of a financial instrument,
and/or (iii) measuring the performance of a financial instrument or of an investment fund.

As of 26 February 2021, more than 5% of HSBC's total issued share capital was held by the following company(ies): PING
AN INSURANCE GROUP, PING AN INSURANCE GROUP A



Free to View ® Equities - Financials
m HSBC March 2021

Disclaimer

Legal entities as at 1 December 2020 Issuer of report

‘UAE’ HSBC Bank Middle East Limited, DIFC; HSBC Bank Middle East Limited, Dubai; ‘HK’ The Hongkong and Shanghai | The Hongkong and Shanghai Banking Corporation
Banking Corporation Limited, Hong Kong; ‘TW’ HSBC Securities (Taiwan) Corporation Limited; ‘CA’ HSBC Securities | Limited

(Canada) Inc.; ‘France’ HSBC Continental Europe; ‘Spain’ HSBC Continental Europe, Sucursal en Espaia; ‘Italy’ HSBC | Level 19, 1 Queen’s Road Central

Continental Europe, Italy; ‘Sweden’ HSBC Continental Europe Bank, Sweden Filial; ‘DE’ HSBC Trinkaus & Burkhardt AG, | Hong Kong SAR

Diisseldorf; 000 HSBC Bank (RR), Moscow; ‘IN’ HSBC Securities and Capital Markets (India) Private Limited, Mumbai; ‘JP’ | Telephone: +852 2843 9111

HSBC Securities (Japan) Limited, Tokyo; ‘EG’ HSBC Securities Egypt SAE, Cairo; ‘CN’ HSBC Investment Bank Asia | Fax: +852 2596 0200

Limited, Beijing Representative Office; The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch; The | Website: www.research.hsbhc.com

Hongkong and Shanghai Banking Corporation Limited, Seoul Securities Branch; The Hongkong and Shanghai Banking
Corporation Limited, Seoul Branch; HSBC Securities (South Africa) (Pty) Ltd, Johannesburg; HSBC Bank plc, London, Tel
Aviv; ‘US’ HSBC Securities (USA) Inc, New York; HSBC Yatirim Menkul Degerler AS, Istanbul; HSBC México, SA, Instituciéon
de Banca Mdltiple, Grupo Financiero HSBC; HSBC Bank Australia Limited; HSBC Bank Argentina SA; HSBC Saudi Arabia
Limited; The Hongkong and Shanghai Banking Corporation Limited, New Zealand Branch incorporated in Hong Kong SAR;
The Hongkong and Shanghai Banking Corporation Limited, Bangkok Branch; PT Bank HSBC Indonesia; HSBC Qianhai
Securities Limited; Banco HSBC S.A.

This document has been issued by The Hongkong and Shanghai Banking Corporation Limited (‘HSBC”) in the conduct of its Hong Kong regulated business for the information of its institutional and
professional investor (as defined by Securities and Future Ordinance (Chapter 571)) customers; it is not intended for and should not be distributed to retail customers in Hong Kong. The Hongkong and
Shanghai Banking Corporation Limited is regulated by the Hong Kong Monetary Authority. All enquires by recipients in Hong Kong must be directed to your HSBC contact in Hong Kong. If it is received by
a customer of an affiliate of HSBC, its provision to the recipient is subject to the terms of business in place between the recipient and such affiliate. This document is not and should not be construed as an
offer to sell or the solicitation of an offer to purchase or subscribe for any investment. HSBC has based this document on information obtained from sources it believes to be reliable but which it has not
independently verified; HSBC makes no guarantee, representation or warranty and accepts no responsibility or liability as to its accuracy or completeness. Expressions of opinion are those of the Research
Division of HSBC only and are subject to change without notice. From time to time research analysts conduct site visits of covered issuers. HSBC policies prohibit research analysts from accepting payment
or reimbursement for travel expenses from the issuer for such visits. HSBC and its affiliates and/or their officers, directors and employees may have positions in any securities mentioned in this document
(or in any related investment) and may from time to time add to or dispose of any such securities (or investment). HSBC and its affiliates may act as market maker or have assumed an underwriting
commitment in the securities of companies discussed in this document (or in related investments), may sell them to or buy them from customers on a principal basis and may also perform or seek to perform
investment banking or underwriting services for or relating to those companies.

HSBC Securities (USA) Inc. accepts responsibility for the content of this research report prepared by its non-US foreign affiliate. The information contained herein is under no circumstances to
be construed as investment advice and is not tailored to the needs of the recipient. All U.S. persons receiving and/or accessing this report and wishing to effect transactions in any security
discussed herein should do so with HSBC Securities (USA) Inc. in the United States and not with its non-US foreign affiliate, the issuer of this report.

In the UK, this publication is distributed by HSBC Bank plc for the information of its Clients (as defined in the Rules of FCA) and those of its affiliates only. It is not intended for Retail Clients in
the UK. Nothing herein excludes or restricts any duty or liability to a customer which HSBC Bank plc has under the Financial Services and Markets Act 2000 or under the Rules of FCA and PRA.
A recipient who chooses to deal with any person who is not a representative of HSBC Bank plc in the UK will not enjoy the protections afforded by the UK regulatory regime. HSBC Bank plc is
regulated by the Financial Conduct Authority and the Prudential Regulation Authority. In Singapore, this publication is distributed by The Hongkong and Shanghai Banking Corporation Limited,
Singapore Branch for the general information of institutional investors or other persons specified in Sections 274 and 304 of the Securities and Futures Act (Chapter 289) (“SFA”) and accredited
investors and other persons in accordance with the conditions specified in Sections 275 and 305 of the SFA. Only Economics or Currencies reports are intended for distribution to a person who
is not an Accredited Investor, Expert Investor or Institutional Investor as defined in SFA. The Hongkong and Shanghai Banking Corporation Limited, Singapore Branch accepts legal responsibility
for the contents of reports pursuant to Regulation 32C(1)(d) of the Financial Advisers Regulations. This publication is not a prospectus as defined in the SFA. This publication is not a prospectus
as defined in the SFA. It may not be further distributed in whole or in part for any purpose. The Hongkong and Shanghai Banking Corporation Limited Singapore Branch is regulated by the
Monetary Authority of Singapore. Recipients in Singapore should contact a "Hongkong and Shanghai Banking Corporation Limited, Singapore Branch" representative in respect of any matters
arising from, or in connection with this report. Please refer to The Hongkong and Shanghai Banking Corporation Limited Singapore Branch’s website at www.business.hsbc.com.sg for contact
details. In Australia, this publication has been distributed by The Hongkong and Shanghai Banking Corporation Limited (ABN 65 117 925 970, AFSL 301737) for the general information of its
“wholesale” customers (as defined in the Corporations Act 2001). Where distributed to retail customers, this research is distributed by HSBC Bank Australia Limited (ABN 48 006 434 162, AFSL
No. 232595). These respective entities make no representations that the products or services mentioned in this document are available to persons in Australia or are necessarily suitable for any
particular person or appropriate in accordance with local law. No consideration has been given to the particular investment objectives, financial situation or particular needs of any recipient. This
publication is distributed in New Zealand by The Hongkong and Shanghai Banking Corporation Limited, New Zealand Branch incorporated in Hong Kong SAR.

In the European Economic Area, this publication has been distributed by HSBC Continental Europe or by such other HSBC affiliate from which the recipient receives relevant services.

In Japan, this publication has been distributed by HSBC Securities (Japan) Limited. It may not be further distributed in whole or in part for any purpose. In Korea, this publication is distributed
by The Hongkong and Shanghai Banking Corporation Limited, Seoul Securities Branch ("HBAP SLS") for the general information of professional investors specified in Article 9 of the Financial
Investment Services and Capital Markets Act (‘FSCMA”). This publication is not a prospectus as defined in the FSCMA. It may not be further distributed in whole or in part for any purpose.
HBAP SLS is regulated by the Financial Services Commission and the Financial Supervisory Service of Korea.

In Canada, this document has been distributed by HSBC Securities (Canada) Inc. (member IIROC), and/or its affiliates. The information contained herein is under no circumstances to be
construed as investment advice in any province or territory of Canada and is not tailored to the needs of the recipient. No securities commission or similar regulatory authority in Canada has
reviewed or in any way passed judgment upon these materials, the information contained herein or the merits of the securities described herein, and any representation to the contrary is an
offense. In Brazil, this document has been distributed by Banco HSBC S.A. ("HSBC Brazil"), and/or its affiliates. As required by Instruction No. 598/18 of the Securities and Exchange Commission
of Brazil (Comissado de Valores Mobiliarios), potential conflicts of interest concerning (i) HSBC Brazil and/or its affiliates; and (ii) the analyst(s) responsible for authoring this report are stated on
the chart above labelled "HSBC & Analyst Disclosures".

If you are an HSBC Private Banking (“PB”) customer with approval for receipt of relevant research publications by an applicable HSBC legal entity, you are eligible to receive this publication. To
be eligible to receive such publications, you must have agreed to the applicable HSBC entity’s terms and conditions (‘KRC Terms”) for access to the KRC, and the terms and conditions of any
other internet banking service offered by that HSBC entity through which you will access research publications using the KRC. Distribution of this publication is the sole responsibility of the
HSBC entity with whom you have agreed the KRC Terms.

If you do not meet the aforementioned eligibility requirements please disregard this publication and, if you are a customer of PB, please notify your Relationship Manager. Receipt of research publications
is strictly subject to the KRC Terms, which can be found at https:/research.privatebank.hsbc.com/ — we draw your attention also to the provisions contained in the Important Notes section therein.

© Copyright 2021, The Hongkong and Shanghai Banking Corporation Limited, ALL RIGHTS RESERVED. No part of this publication may be reproduced, stored in a retrieval system, or
transmitted, on any form or by any means, electronic, mechanical, photocopying, recording, or otherwise, without the prior written permission of The Hongkong and Shanghai Banking Corporation
Limited. MCI (P) 028/02/2021, MCI (P) 087/10/2020

[1165817]

35



	Why read this report?
	Proprietary survey to check and validate our views and perceptions…
	…and to identify changing attitudes towards financial products and services in China
	Internet platforms favoured for payments, but not for advice or financial products
	Desire to purchase protection via health insurance and critical illness rose significantly
	Greater price competition among brokers

	Facts and figures
	Executive summary
	Introduction
	China’s Financial System
	HSBC China Financials Survey
	What surprised us
	Consumer attitudes (including towards digital finance)
	Banks
	Insurers

	What was in-line with our existing views
	Consumer attitudes
	Banks
	Insurers
	Brokers and asset managers


	Consumer attitudes
	Question 1: How much do you earn annually?
	Question 2: How much has your disposable income changed from end-2019?
	Question 3: How has your consumption for the following categories changed during the COVID-19 pandemic? (Rank each from 1-5 with 1 = Significantly lower; 2 = Lower; 3 = About the same; 4 = Higher; 5 = Significantly higher)
	Question 4: Rank the three financial products you have allocated more spending towards during the COVID-19 pandemic? (1 = Most; 2 = Second most; 3 = Third most)
	Question 5: Rank the three financial products you have allocated less spending towards during the COVID-19 pandemic? (1 = Least; 2 = Second least; 3 = Third least)
	Question 6: Who or which type of institution do you trust most to provide advice on financial products?
	Question 7: What type of financial products are you most likely to buy online during the COVID-19 pandemic? (1 = Most; 2 = Second most; 3 = Third most)
	Question 8: What type of financial products are you least likely to buy online during the COVID-19 pandemic? (1 = Least; 2 = Second Least; 3 = Third Least)
	Question 9: Over the next three years, which main products do you expect to put your savings into?

	Banks
	Question 10: Can you name three banks that you believe offer the best service? (1 = Best, 2 = Second best, 3 = Third best)
	Question 11: Can you name three banks below that improved service the most over the last three years? (1 = Most, 2 = Second most, 3 = Third most)
	Question 12: If you owe money to friends, family or service provider, what is the preferred means of payment?
	Question 13: How did your borrowing change over the past year?
	Question 14: For what purpose do you borrow when using a credit card and/or a personal loan? (Select all that apply)
	Question 15: For what purpose do you borrow when using an online platform (e.g. Ant, WeBank, Lufax, online bank lending)? (Select all that apply)
	Question 16: What are the main factors influencing your decision about who to take a loan from?
	Question 17: When using a bank-developed app, which of the following lifestyle services are most useful? (1 = Most useful, 2 = Second most useful, 3 = Third most useful)
	Question 18: What is the main purpose of your savings?

	Insurers
	Question 19: As your disposable income grows, do you expect to allocate more funds towards particular insurance products?
	Question 20: What is most important, in order, when buying long-term insurance products? Please rank.
	Question 21: When buying critical illness/health products, what factors are most important in making the decision?
	Question 22: When buying critical/health insurance do you think sum assured is sufficient to cover?
	Question 23: What sum assured are you likely to purchase for critical illness or health products?
	Question 24: Has your desired level of critical illness or health sum assured changed following during the COVID-19 pandemic?
	Question 25: Where do you buy your first “million-dollar” short-term medical insurance policy?
	Question 26: How do you prefer to buy car insurance?
	Question 27: If you buy car insurance, how do you decide which company to buy from?

	Brokers & Asset Managers
	Question 28: What are your main considerations in choosing asset management products?
	Question 29: Which channel do you use to buy asset management products?
	Question 30: Which online channel do you use to buy asset management products?
	Question 31: What are your main considerations in choosing brokers when you invest in stocks?
	Question 32: Which overseas investments do you have? (Select all that apply)
	Question 33: Who is your major service provider for overseas investments?

	Disclosure appendix
	Analyst Certification
	Important disclosures
	Equities: Stock ratings and basis for financial analysis
	From 23rd March 2015 HSBC has assigned ratings on the following basis:
	Prior to this date, HSBC’s rating structure was applied on the following basis:
	Rating distribution for long-term investment opportunities
	As of 02 March 2021, the distribution of all independent ratings published by HSBC is as follows:
	Additional disclosures

	Disclaimer



