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Why RRR Cuts ... Don’t Cut (It)

£000 The Efficacy of RRR Cuts in Boosting Equity market Sentiments is, at Best, Mixed ... and Recently appear Woefully Short 2.00
on Ability to Support. This is Partly reflective of RRR Cuts being a Policy Response, but Far from a Convincing Resolution
of, Stressed Economic Conditions (which Dominate Bearish Sentiments).
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“If no mistake you have made, losing you are, a different game you must play.” - Master Yoda
* To be sure, the S0bp RRR cut, which we previously flagged, is welcome. And the uncharacteristic
“forward guidance” on the easing pipeline encouraging. But this necessary policy response falls far
short of a reassuring resolution to the confidence crisis thst underpind equities gloom.
L[]

will alleviate, possibly avert, unnecessary funding stress; buoying asset markets, all else equal.
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Sure, additional CNY1trln of banking liquidity unleashed by this 50bp RRR cut (effective 5™ Feb)
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* But it doesn’t guarantee that equities will turnaround decisively, durably or imminently;
especially given the pre-existing and entrenched stress in markets.

* For one, liquidity stimulus from RRR cuts is considerably more diffuse; not necessarily being
effectively directed to backstop equities, despite arguments about money being fungible.

» In particular, if banks do not have the appetite to lend; be it towards equity funding directly or
indirectly prop up listed entities. Arguably, the former is facilitated by confidence of a recovery market
while the latter is a function of economic confidence. Neither of which RRR cuts unilaterally instill.

* Whereas, the targeted CNY2trln “national team” rescue, using offshore funds, surgically targets
equities with “fresh”, unencumbered liquidity; which mitigates threats of unintended self-defeating
financial stability risks from inadvertent CNH that may result from monetary policy stimulus.

* And if this CNY 2trln rescue plan has failed to impress (perhaps even convince) markets, then there
ought to be no illusions about RRR cuts being anything more than a low-bar complement for shoring
up asset market, or for that matter, wider economic sentiments.

* Unsurprisingly, the track record of RRR cuts in offering relief (much less a panacea) has been mixed
at best, and underwhelming of recent. Not only have RRR cuts previously failed to inspire a
rebound or instigate rallies, but clearly have failed to arrest sharp and sustained delcines (Charts).

* The upshot is that RRR cuts alone are lamentably uncompelling; inadequate as a decisive backstop.
Instead, it is only within a wider suite of policy stimulus aimed at restoring confidence via; 1)
unflinching policy appetite to boost the economy; ii) backed by unobscured policy clarity and; iii)
sponsored by unmistakable political will; that RRR cuts work could pitch in a meaningful complement.

* Clearly, policy makers need to at least need up their game, if not play “a different game”.
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Important Information

This publication has been prepared by Mizuho Bank, Ltd. (“Mizuho”) and represents the views of the author. It has not been prepared by an
independent research department and it has not been prepared in accordance with legal requirements in any country or jurisdiction designed
to promote the independence of investment research and is not subject to any prohibition on dealing ahead of the dissemination of
investment research.

Disclaimer

Unless otherwise stated, all views or opinions herein are solely those of the author(s) as of the date of this publication and are not to be
relied upon as authoritative or taken in substitution for the exercise of judgement by any recipient, and are subject to change without notice.
This publication has been prepared by Mizuho solely from publicly available information. Information contained herein and the data
underlying it have been obtained from, or based upon, sources believed by us to be reliable, but no assurance can be given that the
information, data or any computations based thereon are accurate or complete. This publication provides general background information
only. It is information in summary form and does not purport to be complete. This publication has been prepared for information purposes
only and is not intended by Mizuho or its affiliates to constitute investment, legal, accounting, tax or other advice of any kind and all recipients
of this publication are advised to contact independent advisors in order to evaluate the publication, including, without limitation, the suitability
of any security, commodity, futures contract or instrument or related derivative (hereinafter, a “financial instrument”), product or strategy
herein described. This publication is not intended to be relied upon as advice to investors or potential investors and does not take into
account investment objectives, financial situation or needs of any particular investor. It is not intended for persons who are Retail Clients
within the meaning of the United Kingdom’s Financial Conduct Authority rules nor for persons who are restricted in accordance with US,
Japanese, Singapore or any other applicable securities laws.

This publication has been prepared for information purposes only and is not intended by Mizuho to market any financial instrument, product
or service or serve as a recommendation to take or refrain from taking any particular course of action or participate in any trading or other
strategy. This publication is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or any of the assets, businesses
or undertakings described herein, or any other financial instrument, nor is it an offer to participate in any trading or other strategy, nor a
disclosure document under applicable laws, rules, regulations or guidelines. Nothing contained herein is in any way intended by Mizuho or its
affiliates to offer, solicit and/or market any financial instrument, product or service, or to act as any inducement to enter into any contract or
commitment whatsoever. Neither the author, Mizuho nor any affiliate accepts any liability whatsoever with respect to the use of this
publication or its contents or for any errors or omissions herein.

Mizuho and its affiliates, connected companies, employees or clients may take the other side of any order by you, enter into transactions
contrary to any recommendations contained herein or have positions or make markets or act as principal or agent in transactions in any
securities mentioned herein or derivative transactions relating thereto or perform or seek financial or advisory services for the issuers of
those securities or financial instruments.

All of the information contained in this publication is subject to further modification without prior notice and any and all opinions, forecasts,
projections or forward-looking statements contained herein shall not be relied upon as facts nor relied upon as any indication of future
results. Opinions stated in this publication are subject to change without notice. Future results may materially vary from such opinions,
forecasts, projections or forward-looking statements. The information contained in this publication may not be current due to, among other
things, changes in the financial markets or economic environment. Mizuho has no obligation to update any information contained in this
publication. Past performance is not indicative of future performance.

This is a strictly privileged and confidential publication. This publication contains information addressed only to a specific individual and is not
intended for distribution to, or use by, any person other than the named addressee or any person or entity in any jurisdiction or country where
such distribution or use would be contrary to law or regulation. Save with Mizuho’s prior written consent, you may not disclose, divulge,
reproduce or furnish any information contained herein to any other party. Please notify the sender immediately if you have mistakenly
received this publication.
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