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AlA Investment Management HK Ltd.

China — Policies Shift To Stabilization
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China saw a series of regulatory and structural reforms in 2021. Their impacts have
been felt in various sectors including internet, e-commerce, online gaming, education
and the property sector.
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Constraints on the property sector, notably under the “Three red-lines” policy, have
triggered a series of credit defaults among property developers. Looking ahead, even
though more small, low credit quality developers may run into liquidity issues, the
market expected that higher-rated developers should remain relatively healthy and
presenting a low risk of default.

Therefore, the spillover risks to the broader property sector and consequently the
financial sector should remain minimal, given the non-performing loans reserves and
core tier-1 capital in the banking system are more than enough to absorb the isolated
shocks.

That said, tight regulations on developers’ leverage will likely stay in 2022, and the
structural reform for “Houses are built to be inhabited, not for speculation” will
continue its course. The market generally expected that a property downcycle in the
next 12-18 months given both developer and home buyer activities remain subdued.
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China — Policies Shift To Stabilization
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Another major drag to the economy this year has been the service sector. As China
adopt a zero-covid approach, social distancing measures and travel restrictions have
resulted in lackluster services consumption. high-touch services, such as restaurants,
tourism-related sectors, are very likely to stay subdued at least in early half of 2022.
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20 China RRR and Medium-term Lending Facility - 34
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External trade has been the only economic bright spot, thanks to the strong goods
demand globally. However, high base effects and the rebalancing of goods and 16 - 32
services consumption going forward, will likely dampen the contribution to growth.

Indeed, the latest policy signals from the PBoC via rates cuts and the policy statement
from the Central Economic Work Conference are turning less negative and are
gradually tilting towards the easing side, with a focus on preventing a severe 12 - 3.0
economic downturn.
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Major Economic & Market News F E KR T 5 #TE
Asia Pacific EEj{E

* InJanuary, the FTSE MPF Greater China Index went down by 1.5% in the HKD term. e EBEEAPEREIRE (LUBHE) R—BTHK15% o
Within the region, the CSI 300 Index was the underperformer, losing 7.6% in the HKD BANEEI0IEHEZEMAEERE » LUBITHETEKI6% A
term. However, the HSCEI (the offshore index of Chinese companies) did well and M }iﬁg{qﬂ EJL%%EJ_HX1TE’9 EE':F' Hﬁ:‘%?‘éﬁﬁ sz”‘ $ 11519
registered 1.4% gain as investors expect China’s economic policies would be more %:ZEE. ’ J:}?E‘I 4% .?ﬁ m%%ﬁi n'|":|:‘ .H %HQ@B&mﬁ?E’J&‘éu’_’;BZ%

accommodative to stabilise the economy. Q%E%‘é/@ .
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* The Hang Seng Index rebounded in January and gained 1.7%, outperforming other
major equity indices. Rising interest rate expectation bodes well for the financial
sector which is the largest component of the Hang Seng Index. The financial sub-

index rose sharply by 7.9% in January. RS @?‘é’ﬁrﬂ/\*@a %ZT:T: A 'TﬁjUFEH &k 7 7.9% ©

« The Nikkei 225 Index went down by 6.2% in January and underperformed its o HE2DBIEHE—BTHKT62%  FEENRERIEEELRHES00EH
counterparts in the US (the S&P 500 down 5.3%) and the Eurozone (the Euro Stoxx (T #k5.3%) FNEUM ) o HAEAMKBREHE
down 3.8%). Investor sentiment in Japan was also battered by Fed'’s hawkish stance. BEBLZ R ERBHEBEEIRMYSWNITE - H zg,u\/nrpjuag;_;_
The rapid rise in the number of infected cases in Japan and geopolitical tensions in J:ﬂ.ﬂ] E 5B I b %LBI EXE S éﬂﬂ_ﬂﬁ&g% #EIE BB R
Ukraine als;) keptlinves;ors on the sideline. South Korea's selasonally efldjusted real Eﬁ.?ﬁé%’gﬁﬁ |‘$nﬂ Tﬁﬁ'],J"%%GDP rigé'ﬁ , ﬁét—éﬁlﬂOB%ﬂﬂ

DP 11% - - i 4 . % AY hY R 24

G growth accelerated to quarter-on-quarter in Q4 last year from 0.3% a iﬁ:i‘ii%lﬂ%—egﬁl\ﬂﬂ% o ?E&@%@EEE’\J@H‘EE%EE%AK)%%

guarter ago. The pick-up in economic momentum was mainly driven by rebound in
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private consumption and solid export growth.
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« US equity market started the year with record-breaking performance. Both the S&P e EBRERTUMALHNRIREAETHN—F o EEZHES00IEEF
500 and the Dow Jones Industrial Average closed at record highs in early January. ‘§1§EEI¥$1/—];LEEQ1@E—§ @]@J‘F@Eq&m S o SR T
However, investor sentiment turned sour after the Federal Reserve sent a hawkish BEETHERHERES  BEEEESEREE -« EaeE
message to the markets. The S&P 500 eventually ended the first month of 2022 with 5001 BB 4R 1E2022F 55 — B B T k5.3% » SEIEHE T ¥ Tigisgy
5.3% loss and the Dow Jones Industrial Average lost 3.3%. BT 2%3.3% o

*  Economic momentum softened somewhat in January partly due to the resurgence of . REBEN— BHEFTRT o EREERELHEEREH o
ig\fecf:ted casI,Bes. | CT:he Unive(:sitxf/‘dof Milcr;igantth:;sl;/LlJr:/ler ?en:irr?entprl\:ldex,d I:e B AENBEE LY KBS E B NIEE - ISME

onference Board Consumer Confidence Index, the anufacturin an e . S i R —
ISM Services PMI all came in below their December’s readings. ’ g{i? KA AR IR RANISMAR I SRR AL IR RO E MR+ = A8y
& °

Europe

ok 3,
*  The Euro Stoxx Index lost 3.8% in January but outperformed the S&P 500 (-5.3%) and @A/

— B T #%3.8% ' ERIIBBIZEEERS00I5H

the Nikkei 225 (-6.2%) as investors expect monetary condition in the Eurozone would

be relatively more accommodative than that of the US. European Central Bank (ECB) (-5.3%) FHK2258E (-6.2%) ' HA® m%ﬁ FTETE
president Christine Lagarde in mid-January stated in an interview that the ECB did not HNEBREES $ﬁiﬂ:|,’,il i BN RITT =E—AH
need to act as boldly as the US Federal Reserve because economic situation in the BIEZ IR R == (3 X F| B 1%)%;;5* BRET
Eurozone is different. The Markit Eurozone Composite PMI dropped to an eleven- .%@\EEE’J%“ ﬁﬁ;i’”ﬁ‘ﬁﬁ?\lﬂ o Marklt@\EE%&%/\ T R B SR TEB
month low of 52.3 in January as business activities were battered by rising COVID-19 i — BRES23 ERIF+—EALRMED  EEEm%E
infection rates. o -
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Financial Market Performance: Year-to-date Ended January
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Month-end Readings YTD Change: %

Month-end Readings YTD Change: %

Equity Indices [EEIF BES FEYESEE - % Currencies (vs USD) = BEE FNESEE
Developed Countries ZE X Developed Countries 8%3ZE %X
Dow Jones BI2 87 T £ 191521 35,132 -3.3 EUR BT 112 15
Euro Stoxx BUTHiiE= 158 461 -38 e 134 05
Nikkei 225 H& 1958 27,002 -6.2 CAD f7T 127 0.7
East Asia &8 AUD BJT 0.71 -2.7
CSI 300 JE R30015&] 4,564 76 JpY B 115.2 0.0
Hang Seng Index 415 & 23,802 1.7 East Asia B85
KOSPI BBl 4&ia lRBIEH 2,663 -10.6 CNY A R i 6.36 0.2
Developing Countries 3B PE=X KRW #2[E 1,207 -1.5
SENSEX HIE KT EH 58,014 -0.4 SGD ¥ 7T 1.35 0.0
Bovespa 2P e i5E] 112,144 7.0 TWD & 27.82 -0.3
RTS| fEZEHT iR B 1521 1,435 -10.1 THB =8k 33.26 0.2

Month-end Readings YTD Change: Month-end Readings YTD Change: bps

Commoditios B HEE TS 10-Year Govt Bond Yields BIfE 2% (105 Hf) B ENESEE B
CRBEmIEH 583 0.8 US = 1.79 27
Qil (WTI) R {ER 89 18.4 Eurozone EITCE 0.03 22
Gold (LBMA) &% (B#& 1,795 -0.6 Japan B 0.18 9
Copper (LME) $i & 9,620 -0.7 China T E 273

Source BERIAKR: CEIC é/&q
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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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