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Slowing down with age

*  Asia’s population is ageing fast Not only are Asian economies seeing slower population

e Socioeconomic changes have lowered fertility rates growth, the structure is also transforming as baby boomers
below what is needed to sustain the population age. This can be seen in the old age dependency ratio,
expressed as a percentage of the over-65 population against

the working age population (15-64). Not only is the ratio
rising, but the rate of rise will accelerate most apparently in
e China to see the deepest challenges as it is getting old the next few years.

before getting rich

e Potential GDP growth will slow as the population
declines, coupled with diminishing productivity growth

Old Age Dependency Ratio is rising

Asia is growing old
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The fact that life expectancy are rising is also a contributing
factor.

Chart Life expectancy
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The core culprit of such changes is the relatively strong
fertility rate in earlier decades followed by drastically reduced
fertility rate. This can be seen across the Asian economies,
with a notable sharpness in China due to the one-child policy.
Socioeconomic changes and lifestyle choices are also key
culprits to this trend.

Fertility rate is falling
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This situation is set to continue as fertility rates decline further
and the base becomes higher. In effect, economies such as
China, Hong Kong and Singapore have long dropped below
a minimum fertility rate of ¢.2.0 child per woman which is
needed to sustain a population. This is not the case for
economies such as India and Indonesia, which have seen
lower fertility rates but still continue to grow their
populations at fertility rates of >2.0.

The old age dependency ratio clearly illustrates the increasing
burden on the younger generation. Whilst we see the old age
dependency ratio rising in the next decades, it is clear that
China, Singapore and Hong Kong face the biggest challenge
due to this structural change.

Impacts on GDP

GDP is a function of aggregate labour hours and labour
productivity. As such, slower population growth would imply
slower GDP growth. The elderly also typically contribute
lower productivity. Both of these have implications on overall
GDP.
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It is clear that the countries that have the lowest fertility rate
also tend to have highest GDP per capita well above
US$20,000. China, at c.US$7,000 GDP per capita is also
suffering from very low fertility rates. This combination of

“getting old before getting rich” presents a unique challenge.

2015 GDP per capita vs fertility rate

age for civil servants from 60 to 62 in 2015. Singapore
maintained its retirement age at 62-65, but offers re-
employment to 67 in 2017.
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To tackle a falling birth rate, China has abandoned its long-
standing one-child policy. Another way to boost labour
utilisation would be to raise the retirement age. This is in fact
sensible as overall technological advancement has improved
the overall health of the population. It is often said that “60s
is the new 40s”. The relaxing of the retirement age would
help relieve the pressure on the labour force. For example,
China is said to review its current official retirement age of 60
for men and 50-55 for women next year, according to
government sources. Hong Kong has revised its retirement

Retirement Age Male Female
China 60 50+55
Hong Kong SAR, China 65 65
Japan 60 60
Indonesia 58 58
Singapore 62-65 62-65
India 56-60 56-60

Source: Wikipedia

Finally, the relaxation of immigration policy can boost the
stagnant birth and fertility rate. This is indeed a more direct
and quick way to change prevailing conditions related to a
low birth rate.

An alternative way to tackle this issue would be to increase
labour productivity, which could come from technological
improvements.

Divergent impact

The challenges posed by an ageing population are common
to all Asian countries, albeit at varying degrees. For countries
that still possess a sustainable terminal fertility rate, the issue
is less acute. More developed economies with a low natural
birth rate would benefit from policies such as immigration.
For China, the combination of a large baby boom population
followed by a rapidly declining birth rate, whilst staying stuck
in a relatively low per capita income, seems to present the
most challenging situation.
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DBSVHK recommendations are based an Absolute Total Return* Rating system, defined as follows:

STRONG BUY (>20% total return over the next 3 months, with identifiable share price catalysts within this time frame)
BUY (>15% total return over the next 12 months for small caps, >10% for large caps)

HOLD (-10% to +15% total return over the next 12 months for small caps, -10% to +10% for large caps)

FULLY VALUED (negative total return i.e. >-10% over the next 12 months)

SELL (negative total return of > -20% over the next 3 months, with identifiable catalysts within this time frame)

Share price appreciation + dividends

Completed Date: 25 Oct 2016 17:38:40
Dissemination Date: 25 Oct 2016 17:41:33

GENERAL DISCLOSURE/DISCLAIMER

This report is prepared by DBS Vickers (Hong Kong) Limited ("DBSVHK"). This report is solely intended for the clients of DBS Bank Ltd., DBS Vickers
Securities (Singapore) Pte Ltd. (“DBSVS") and DBSVHK, its respective connected and associated corporations and affiliates only and no part of this
document may be (i) copied, photocopied or duplicated in any form or by any means or (ii) redistributed without the prior written consent of DBSVHK.

The research set out in this report is based on information obtained from sources believed to be reliable, but we (which collectively refers to DBS Bank Ltd.,
DBSVS and DBSVHK, its respective connected and associated corporations, affiliates and their respective directors, officers, employees and agents
(collectively, the “DBS Group”)) do not make any representation or warranty as to its accuracy, completeness or correctness. Opinions expressed are
subject to change without notice. This document is prepared for general circulation. Any recommendation contained in this document does not have
regard to the specific investment objectives, financial situation and the particular needs of any specific addressee. This document is for the information of
addressees only and is not to be taken in substitution for the exercise of judgement by addressees, who should obtain separate independent legal or
financial advice. The DBS Group accepts no liability whatsoever for any direct, indirect and/or consequential loss (including any claims for loss of profit)
arising from any use of and/or reliance upon this document and/or further communication given in relation to this document. This document is not to be
construed as an offer or a solicitation of an offer to buy or sell any securities. The DBS Group, along with its affiliates and/or persons associated with any
of them may from time to time have interests in the securities mentioned in this document. The DBS Group may have positions in, and may effect
transactions in securities mentioned herein and may also perform or seek to perform broking, investment banking and other banking services for these
companies.

Any valuations, opinions, estimates, forecasts, ratings or risk assessments herein constitutes a judgment as of the date of this report, and there can be no
assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments. The
information in this document is subject to change without notice, its accuracy is not guaranteed, it may be incomplete or condensed, it may not contain
all material information concerning the company (or companies) referred to in this report and the DBS Group is under no obligation to update the
information in this report.

This publication has not been reviewed or authorized by any regulatory authority in Singapore, Hong Kong or elsewhere. There is no planned
schedule or frequency for updating research publication relating to any issuer.

The valuations, opinions, estimates, forecasts, ratings or risk assessments described in this report were based upon a number of estimates and
assumptions and are inherently subject to significant uncertainties and contingencies. It can be expected that one or more of the estimates on which the
valuations, opinions, estimates, forecasts, ratings or risk assessments were based will not materialize or will vary significantly from actual results. Therefore,
the inclusion of the valuations, opinions, estimates, forecasts, ratings or risk assessments described herein IS NOT TO BE RELIED UPON as a representation
and/or warranty by the DBS Group (and/or any persons associated with the aforesaid entities), that:

(a)such valuations, opinions, estimates, forecasts, ratings or risk assessments or their underlying assumptions will be achieved, and
(b)there is any assurance that future results or events will be consistent with any such valuations, opinions, estimates, forecasts, ratings or risk assessments
stated therein.

Please contact the primary analyst for valuation methodologies and assumptions associated with the covered companies or price targets.

Any assumptions made in this report that refers to commodities, are for the purposes of making forecasts for the company (or companies) mentioned
herein. They are not to be construed as recommendations to trade in the physical commodity or in the futures contract relating to the commodity
referred to in this report.

DBS Vickers Securities (USA) Inc ("DBSVUSA™")"), a U.S.-registered broker-dealer, does not have its own investment banking or research department, has
not participated in any public offering of securities as a manager or co-manager or in any other investment banking transaction in the past twelve months
and does not engage in market-making.
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ANALYST CERTIFICATION

The research analyst(s) primarily responsible for the content of this research report, in part or in whole, certifies that the views about the companies and
their securities expressed in this report accurately reflect his/her personal views. The analyst(s) also certifies that no part of his/her compensation was, is, or
will be, directly or indirectly, related to specific recommendations or views expressed in the report. The DBS Group has procedures in place to eliminate,
avoid and manage any potential conflicts of interests that may arise in connection with the production of research reports. As of 25 October 2016, the
analyst(s) and his/her spouse and/or relatives who are financially dependent on the analyst(s), do not hold interests in the securities recommended in this
report (“interest” includes direct or indirect ownership of securities). The research analyst(s) responsible for this report operates as part of a separate and
independent team to the investment banking function of the DBS Group and procedures are in place to ensure that confidential information held by
either the research or investment banking function is handled appropriately.

COMPANY-SPECIFIC / REGULATORY DISCLOSURES

1. DBSVHK and its subsidiaries do not have a proprietary position in the securities recommended/mentioned in this report as of 24 Oct
2016.
2. Compensation for investment banking services:

DBSVUSA does not have its own investment banking or research department, nor has it participated in any public offering of securities
as a manager or co-manager or in any other investment banking transaction in the past twelve months. Any US persons wishing to
obtain further information, including any clarification on disclosures in this disclaimer, or to effect a transaction in any security
discussed in this document should contact DBSVUSA exclusively.

RESTRICTIONS ON DISTRIBUTION

General This report is not directed to, or intended for distribution to or use by, any person or entity who is a citizen or resident
of or located in any locality, state, country or other jurisdiction where such distribution, publication, availability or use
would be contrary to law or regulation.

Australia This report is being distributed in Australia by DBS Bank Ltd. (“DBS") or DBS Vickers Securities (Singapore) Pte Ltd
(“DBSVS") or DBS Vickers (Hong Kong) Limited (“DBSVHK"), which are exempted from the requirement to hold an
Australian Financial Services Licence under the Corporation Act 2001 (“CA") in respect of financial services provided
to the recipients. Both DBS and DBSVS are regulated by the Monetary Authority of Singapore under the laws of
Singapore, and DBSVHK is regulated by the Securities and Futures Commission of Hong Kong under the laws of Hong
Kong, which differ from Australian laws. Distribution of this report is intended only for “wholesale investors” within
the meaning of the CA.

Hong Kong This report is being distributed in Hong Kong by DBSVHK which is licensed and regulated by the Hong Kong
Securities and Futures Commission.

Indonesia This report is being distributed in Indonesia by PT DBS Vickers Securities Indonesia.

Malaysia This report is distributed in Malaysia by AllianceDBS Research Sdn Bhd ("ADBSR"). Recipients of this report, received
from ADBSR are to contact the undersigned at 603-2604 3333 in respect of any matters arising from or in connection
with this report. In addition to the General Disclosure/Disclaimer found at the preceding page, recipients of this report
are advised that ADBSR (the preparer of this report), its holding company Alliance Investment Bank Berhad, their
respective connected and associated corporations, affiliates, their directors, officers, employees, agents and parties
related or associated with any of them may have positions in, and may effect transactions in the securities mentioned
herein and may also perform or seek to perform broking, investment banking/corporate advisory and other services
for the subject companies. They may also have received compensation and/or seek to obtain compensation for
broking, investment banking/corporate advisory and other services from the subject companies.

Wong Ming Tek, Executive Director, ADBSR

Singapore This report is distributed in Singapore by DBS Bank Ltd (Company Regn. No. 196800306E) or DBSVS (Company Regn
No. 198600294G), both of which are Exempt Financial Advisers as defined in the Financial Advisers Act and regulated
by the Monetary Authority of Singapore. DBS Bank Ltd and/or DBSVS, may distribute reports produced by its
respective foreign entities, affiliates or other foreign research houses pursuant to an arrangement under Regulation
32C of the Financial Advisers Regulations. Where the report is distributed in Singapore to a person who is not an
Accredited Investor, Expert Investor or an Institutional Investor, DBS Bank Ltd accepts legal responsibility for the
contents of the report to such persons only to the extent required by law. Singapore recipients should contact DBS
Bank Ltd at 6327 2288 for matters arising from, or in connection with the report.

Thailand This report is being distributed in Thailand by DBS Vickers Securities (Thailand) Co Ltd. Research reports distributed are
only intended for institutional clients only and no other person may act upon it.
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United
Kingdom

This report is produced by DBSVHK which is regulated by the Securities and Futures Commission of Hong Kong.

This report is disseminated in the United Kingdom by DBS Vickers Securities (UK) Ltd (“DBSVUK"). DBSVUK is
authorised and regulated by the Financial Conduct Authority in the United Kingdom.

In respect of the United Kingdom, this report is solely intended for the clients of DBSVUK, its respective connected
and associated corporations and affiliates only and no part of this document may be (i) copied, photocopied or
duplicated in any form or by any means or (i) redistributed without the prior written consent of DBSVUK. This
communication is directed at persons having professional experience in matters relating to investments. Any
investment activity following from this communication will only be engaged in with such persons. Persons who do not
have professional experience in matters relating to investments should not rely on this communication.

Dubai

This research report is being distributed in The Dubai International Financial Centre (“DIFC") by DBS Bank Ltd., (DIFC
Branch) having its office at PO Box 506538, 3" Floor, Building 3, East Wing, Gate Precinct, Dubai International
Financial Centre (DIFC), Dubai, United Arab Emirates. DBS Bank Ltd., (DIFC Branch) is regulated by The Dubai Financial
Services Authority. This research report is intended only for professional clients (as defined in the DFSA rulebook) and
no other person may act upon it.

United States

This report was prepared by DBSVHK. DBSVUSA did not participate in its preparation. The research analyst(s) named
on this report are not registered as research analysts with FINRA and are not associated persons of DBSVUSA. The
research analyst(s) are not subject to FINRA Rule 2241 restrictions on analyst compensation, communications with a
subject company, public appearances and trading securities held by a research analyst. This report is being distributed
in the United States by DBSVUSA, which accepts responsibility for its contents. This report may only be distributed to
Major U.S. Institutional Investors (as defined in SEC Rule 15a-6) and to such other institutional investors and qualified
persons as DBSVUSA may authorize. Any U.S. person receiving this report who wishes to effect transactions in any
securities referred to herein should contact DBSVUSA directly and not its affiliate.

Other
jurisdictions

In any other jurisdictions, except if otherwise restricted by laws or regulations, this report is intended only for
qualified, professional, institutional or sophisticated investors as defined in the laws and regulations of such
jurisdictions.

DBS Vickers (Hong Kong) Limited
18" Floor Man Yee building, 68 Des Voeux Road Central, Central, Hong Kong
Tel: (852) 2820-4888, Fax: (852) 2868-1523
Company Regn. No. 31758
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