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AlA Investment Management HK Ltd.

Monetary Policy — Normalization Continues
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As t.he‘global economy cqntinues to. rec?over, severgl central banks haye alreadY aqnounced the 10-year Government Bond Yields

beginning of monetary policy normalization. In our view, the overall policy normalization trend will . = 22 B 5z

continue course, barring some notable exceptions (e.g. The Bank of Japan, The People's Bank of 15 THFHBUSEZE R

China), but the recent inflation fear triggered by high headline readings, has added an extra layer of ' —

risks as to how markets are pricing in the normalization impacts. 3.0 WM

Central banks’' objective is to anchor inflation expectations. In that sense, given the generally high 2.5

level of expected inflation in consumer surveys especially in the US, the Federal Reserve (the Fed) 2.0 Pl

has turned significantly hawkish by accelerating the tapering of its Quantitative Easing (QE) 15

program and opening the room for hiking rates sooner than initially expected. The Fed has started ’

tapering its QE program in November 2021 and is expected to taper off to zero by the end of March 1.0

2022. Meanwhile, the latest December dot-plot showed three hikes for 2022, and investors are 05

expecting the first hike to come as early as April 2022. 0.0
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Monetary Policy — Normalization Continues
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Similarly, the Bank of England (BoE) has surprised the market by hiking its benchmark rate to

Foreign investors held a record amount of Chinese yuan bonds 0.25% in December meeting, despite the ongoing uncertainty from the Omicron outbreak in the

. ok 22 A o country. Apart from the two central banks mentioned, Bank of Korea, the Antipodean Reserve Bank
RMB bn IEFBEARBESSRABELTS of Australia (RBA) and Reserve Bank of New Zealand (RBNZ) and selective EM central banks have
TRARE also embarked on a hiking cycle.

4,000

In contrast, the European Central Bank and the Bank of Japan are two major central banks still in
dovish stance, and unlikely to change course meaningfully in the near term. Additionally, the
3,000 People's Bank of China is on the other side of the spectrum as it has begun an easing cycle of rate
cuts to counter the economic slowdown. In last December, foreign investors held another record

amount of Chinese yuan bonds, indicating that fixed income investors still found bond market in
2,000 China attractive. To sum up, it is expected that the divergence between central banks’ policy stance

will become a major factor driving relative performance across markets and asset classes in 2022.
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Major Economic & Market News F E KR T 5 #TE
Asia Pacific EEj{E

* In December, the FTSE MPF Greater China Index gained 0.5% in the HKD term. e EBEEARPEREEY (LULETEE) WM12B8H L£3R0.5% °
Within the region, the CSI 300 Index was the outperformer, gaining 2.2% in the HKD BERWEE 300?5%%%}%@;1@1{1 PLEITTETE FiR2.2% @ ¥
term and outperforming the Hang Seng Index which dropped 0.3%. BT K0.3%MIEAE IS o

* The Hang Seng Index lost 0.3% in December and 14% for the full year 2021. The . EAEEIE128 TE03% @ 2021 ER2ETE14% o TEEE
share price performance of Chinese companies listed in Hong Kong, which N — — — _

Priee g ) Ton THREARNEELEB=S 2 HHE A2 ERERE

represented roughly two-third of the Hang Seng Index, was hit by various sector-

ZETEERIHRETENEEERAITE - EFR - BER
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specific regulatory scrutiny of China authorities throughout the year. In China, both
the official manufacturing and non-manufacturing PMIs improved marginally in

December. The manufacturing PMI rose to 50.3 from 50.1 a month ago. The non- BB EH—(EARIAS0.1H 2503 o FHIEERIBLIERE
manufacturing PMI also increased to 52.7 from November's 52.3. 11 AMS2.3H E52.7 ©

«  The Nikkei 225 Index went up by 3.5% in December but still underperformed its « H#&Z225158 1128 J:}|'73 5% TEW BHREBEZEEEZRES00
counterparts in the US (S&P 500 up 4.4%) and the Eurozone (the Euro Stoxx up IBE (EFR4.4%) FEMNE WR4.9%) ° HRIE2021
4.9%). According to the Tankan survey in Q4 2021, the condition index for large FENEENEEBRLTE  AHSEZEWNLERRIEHEF—=F
manufacturers remained unchanged from the previous quarter at 18, indicating that J_ET%SF » 95818 %Eﬂfﬁ%*ﬂ -ﬁ%#ﬁ’ﬂﬁ%)@%ﬁ@ﬁm,\%—{
the supply bottleneck for electronic and auto components was still an issue. SER
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Major Economic & Market News F B EE IS E
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+ The S&P 500 and the Dow Jones Industrial Average closed at record highs at the end . FEETEHSOOIEHABEAT T XFTYIEEH A 12K E&J_*EELI&
of December as better-than-expected economic statistics boosted investor sentiment. Gl VAR JE.IE@X?E,HHZZ}E’J%%/E?)Lnfgﬂlﬁ}ﬁzﬂl—‘z TIREEEE
In December, both the University of Michigan Consumer Sentiment Index and the ABRERAENBEE NSNS ELTS 7%;%%15/@?5%(1’;]%
Conference Board Consumer Confidence Index came in better than expected and SEEAE > AER LB WEE o T11 5 RS T e R4

higher than their previous month’s readings. In November, the seasonally adjusted

— BB AR 4.6%EE4.2% o
. EHH&%E%J%EAQH MWBESZELIRR  HERBETEIER2022

unemployment rate dropped to 4.2% from 4.6% a month ago.

* The Federal Reserve stated at the December policy meeting that its bond purchase FE3FREER o R BEBIEMEEEREAE T » NREKES
programme would end in March 2022. Fed chair Jerome Powell said after the meeting N
that if economic momentum started to moderate, however, the Fed would slow down ERRBUR - BB REERRBRRR D EMIE -
the pace of monetary tightening. E‘i;
Europe - BUNETIERISEE128 £3R4.9% » RIBERIZEEZES005H
* The Euro Stoxx Index gained 4.9% in December and outperformed the S&P 500 (up (F14.4%) M B#&E225188 (F3.5%) @ REKREEEFBTE
4.4%) and the Nikkei 225 (up 3.5%) as investors expect monetary condition in the NEMBERNERERR - BEBMRITHEE2022F38KELL
Eurozone would remain accommodative. Although the European Central Bank would S REMELNEBESEERBENE EvREEBHENE
discontinue its net asset purchases under the Pandemic Emergency Purchase SEMEEM L?:EEP,HHW%EZ%E@ BPR B & o MarkitE &
Programme (PEPP) at the end of March 2022, it would maintain monetary 4o AyTRg sRImis Bl fy 10 H B 53.3 » 28I FUE A LR BY{E B
accommodation and flexibility to stabilise the 2% inflation target over the medium ﬁ.mﬁ%?ﬁ@ J?F}T rau%%:tﬂ'ﬂ’f}ﬂ% o
term. The Markit Eurozone Composite PMI dropped to a nine-month low of 53.3 in
December as business activities were battered by rising COVID-19 infection rates @
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Financial Market Performance: Year-to-date Ended December
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Equity Indices IREIEE]

Developed Countries S22 X

FHESBETZAK

YTD Change: %
FUNESEEH : %

YTD Change: %
FUNESEH : %

Month-end Readings
AIKE

Month-end Readings
BIRES

Currencies (vs USD) E# (R£3T)

Developed Countries &3Z =X

Dow Jones BISHT T 19152 36,338 18.7 EUR BT 113 -7.7
Euro Stoxx BR7oET 5215 81 479 20.4 GBP 2% 1.35 -1.2
Nikkei 225 HA&S 19358 28,792 4.9 CAD M7t 1.28 -0.2
East Asia 3RG3 AUD 7T 0.73 -5.8
CS1300 JE #3005 & 4,940 -5.2 JPY H 115.2 -10.4
Hang Seng Index R 415! 23,398 -14.1 East Asia &3
KOSPI BBl 4 A IR B15 2L 2,978 3.6 CNY AE# 6.37 2.4
Developing Countries 32 EPEIZX KRW EE 1,189 -8.6
SENSEX ENERMIEH 58,254 22.0 SGD #03IT 1.35 -2.3
Bovespa EEFARTHIEE] 104,822 -11.9 TWD FT&#s 27.74 1.2
RTSI B ZEHT AR BIE & 1,596 15.0 THB Z= &k 33.33 99

YTD Change: bps

Month-end Readings YTD Change: % Month-end Readings

10-Year Govt Bond Yields Ef& 2% (105 8f)

Commodities &

BIEEZ FUVNESEH : % BIEE FUNESEE . B
CRBEmiEE 578 30.3 US = 1.52 59
Oil (WTI) [FREE 75 55.8 Eurozone BA7TE -0.19 38
Gold (LBMA) =& B4 1,806 -4.3 Japan HZK 0.09 5
Copper (LME) $i1& 9,692 25.2 China B & 278 -37

Source BFIHKJR: CEIC &&§
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Disclaimer & Terms of Use

This document is prepared pursuant to the request of AlIA International Limited for information purposes only. This does not take into account the specific investment objectives, financial situation
and particular needs of any persons. An investor may wish to seek advice from a financial adviser regarding the suitability of the investment product, taking into account the specific investment
objectives, financial situation or particular needs of any person in receipt of the document, before the person makes a commitment to purchase the investment product. Nothing in this document
should be construed as investment, tax, legal or other advice. References to specific securities are presented to illustrate the application of our investment philosophy only and are not to be
considered as recommendation by AlA Investment Management HK Limited (“AIMHK").

The information herein should not be used as the basis of any investment decision. This document is intended for use by AlIA International Limited and/or its intended recipients only. It does not
constitute an offer to sell or the solicitation of an offer to buy any security or investment or advisory service, or a recommendation of any such security or service, that may be referenced on or
through this document. This document and nothing in this document shall be construed to be marketing or advertising for any security or collective investment scheme referenced in or through
this document and is not an invitation to acquire, subscribe, acquire an interest in or participate in the same. All views expressed and references to specific securities or investment are included for
illustrations only. No representations or warranties are given as to the reliability, suitability, usefulness, accuracy and completeness of the information.

The information contained herein (including opinions and views) is subject to change without notice. AIMHK, its directors, officers and employees accept no liability for any damage or loss,
including loss of profit, whether direct or indirect or consequential in respect of the use or reliance of any information contained herein and whether arising as a result of AIMHK’s negligence or
otherwise, if any. Past performance figures, and any economic and market trends or forecast, are not necessarily indicative of future performance of any strategy or portfolio. Investment is subject
to investment risks, including the possible loss of the principal amount invested. Financial markets are volatile and can fluctuate significantly in response to company, industry, political, regulatory,
market, or economic developments. These risks are magnified for investments made in emerging markets. No investment strategy or risk management technique can guarantee returns or eliminate
risk in any market environment. Diversification or asset allocation does not guarantee a profit nor protect against loss in any market.

Unless otherwise specified, all data is sourced from AIMHK. The information presented is for usage agreed between AIA International Limited and AIMHK. This document cannot, without our
consent, be reproduced, amended or circulated in whole or in part to policyholders and potential investors, for whatever purpose or reason. For the avoidance of doubt, this document must not be

used for sales presentation or illustration or like purposes. This document may only be used and/or received in accordance with the applicable laws in your jurisdiction.
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