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An Introduction

Markets & Economies

* AlA Investment Management HK Ltd. (AIMHK) conducts both
qualitative and quantitative research to analyse the outlook of
major economies and financial markets.

* The financial markets covered by this publication are mainly
equity and bond markets.

* The economies are subsumed under three main regions,
namely global, Asia Pacific and emerging markets.

Outlook

The table in the following page summarises AIMHK's tactical
investment views which are derived from qualitative and
guantitative assessment of various fundamental, valuation and
technical factors. They reflect the potential relative return of
the asset classes over a time horizon of about 12 months.

* The tactical investment views do not guarantee future return
as price-moving factors are continuously evolving. Also, the
availability of investment options and the timing of
investment/divestment may lead to deviation between the
tactical views and actual investment performance.
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AlA Investment Management HK Ltd.

Financial Market Outlook: Summary

In the last edition of Market GPS, we downgraded the rating of equities to neutral due

to the following reasons:

*  Cost-push inflationary pressure keeps building up due to Covid-related supply
chain disruption and Russia-Ukraine military conflict.

* Macroeconomic and earnings momentum is weakening. Rising inflation is
eroding consumers’ purchasing power and profit margin of companies.

* As inflation shows no sign of abating, central banks in the developed nations
need to tighten their monetary policy, further battering investor confidence.

Since developed countries face more severe cost-push inflationary pressure, we
downgrade the rating of global equities, which are dominated by developed equity
markets, to neutral from positive. However, we upgrade the rating of Asia Pacific ex
Japan equities to positive from neutral because China, the biggest economy in Asia, is
loosening its economic policies to support growth.
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Financial Market Outlook
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Equity B =
Equity - Global f&Z=: IR3K =
Equity - Asia Pacific IR ZE: St X [& +

Equity - Emerging Markets I& Z: ¥ 15 -

Fixed Income BEITEUWA =
Fixed Income - Global BEIZEUL A : IR3K -
Fixed Income - Asia Pacific BIE WA : BE K& +
Fixed Income - Emerging Markets BIZEUA : #EM15 =

Multi-Assets ZTTEE =

++ Rating means the asset class/region has a positive outlook and higher outperformance potential.
+ Rating means the asset class/region has a positive outlook and could potentially outperform.
= Rating means the asset class/region has a neutral outlook and is unlikely to outperform/underperform.
- Rating means the asset class/region has a negative outlook and could potentially underperform.
-- Rating means the asset class/region has a negative outlook and higher underperformance potential.
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AlA Investment Management HK Ltd.

Global Economic & Financial Market Outlook IRE BN S RIS R E

* Against the backdrop of rising stagflation concern, both bonds and equities were
under correction pressure since the beginning of the year. During the first five
months of the year, the FTSE MPF All World Equity Index lost more than 10%. Bond
markets did not fare any better with the FTSE MPF World Government Bond Index

dropping almost 10%. REERERERER
Energy & Food Prices

e Qver the past two years, COVID-related supply chain disruptions had substantially 200
inflated global production costs. The military conflict between Russia and Ukraine
this year further add fuel to the already rising inflation by pushing up energy and 150
food prices. Making matters worse, drought in India, the US and Argentina is
expected to further reduce global agricultural supply. In May, oil prices was 72% 100

higher than a year earlier. The Food and Agriculture Organization's food price index
jumped 22.8% year-on-year during the same period.
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AlA Investment Management HK Ltd.

Global Equity Markets ¥R ER IR ZEmhi5

* We downgrade the rating of global equities, which are dominated by developed

equity markets, to neutral from positive. Rising inflation is eroding consumers’ real
purchasing power and profit margin of companies, hurting economic growth. The
composite PMI of developed countries, which face more severe inflationary pressure,
ZHBEAEEEBEE SO went down to 53.7 from April's 55.5.
110 U of Michigan Consumer Sentiment Index » In the US, CPI inflation in May spiked 8.6%, the highest year-on-year increase in 40
years. The Federal Reserve raised policy interest rates by 75 basis points at the
100 Federal Open Market Committee meeting in June in order to cool inflationary
90 pressure.
80 * US consumers started to tighten their purse string to counter inflation. In June, the
University of Michigan Consumer Sentiment Index dropped to 50, the lowest level on
70 record. The Conference Board Consumer Confidence Index also fell to 106.4 in May
60 \ from April's 108.6.
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AlA Investment Management HK Ltd.

Asia Pacific Equity Markets o0 X [&E % E M5

» We upgrade the rating of Asia Pacific ex Japan equities to positive from neutral.
Monetary and fiscal policies in China, the largest economy in Asia, are expected to be
accommodative. With well-contained local inflationary pressure, the People’s Bank
of China (PBoC) has sufficient monetary leeway to support the economy.

FTERZEHATAMKEARR !

* The decline in China’'s COVID cases and the gradual re-opening of the lockdown Major Equity Market Performance In May:%

districts brightened the earnings outlook for Chinese companies. In May, the FTSE 3
MPF Greater China Index went up by 1.6%. The Hang Seng Index and the CSI 300
index registered 1.5% and 1.9% monthly gain, respectively.

* Investors are encouraged by the gradual easings of COVID-related restrictions and
lockdowns. Moreover, the State Council announced 33 economic stimulus measures
and the PBoC cut its five-year loan prime rate (LPR) by 15 basis points in May to 1
revive the economy. In May, both the official composite PMI| and the Caixin
Composite PMI rose above their April’s level. 0
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AlA Investment Management HK Ltd.

« We are negative on the outlook of emerging (ex Asia) equity
markets. Historically, emerging markets (ex Asia) usually
underperformed when the USD appreciates due to developing
countries’ reliance on USD funding. As the USD appreciated on

B 5 A e B the back qf_ flight to osafety demand caused by the Russja—

Trade WeighteG Dollar Index: Nominal: Broad Ukraine military conflict and the Federal Reserve’s hawkish

o ' monetary stance, emerging markets (ex Asia) are expected to
Dollar Index (United States) underperform other major equity markets. Although rising
commodity prices help boost the outlook of resource-rich Latin

f American countries, the overall investor sentiment on emerging

(ex Asia) equity markets are likely to remain fragile.
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AlA Investment Management HK Ltd.

Global Bond Markets IR ER &5 T 15

Although we upgrade the rating of global bond markets to neutral from negative, the
headwinds of rising inflation and major central banks' contractionary monetary
stance are not going to dissipate any time soon. In May, the FTSE MPF World
Government Bond Index dropped by 0.8% and recorded the sixth consecutive month

s oy
of monthly loss. R miERE
Bond Market Performance
130 - 3.5
* The 10-year US Treasury yield rose above 3.0% in early May for the first time since =T S R A
= A s § N =] [
2018. The Fed hiked the policy interest rates by 50 basis points at its May’s policy 125 FTSE MPF Global Govt Bond 3.0
meeting and followed up by another 75 basis point hike at June's meeting. The 120 A - 2.5
European Central Bank also stated in early June that it would end the bond-purchase X L
. . . - +HEREEAES R % 2.0
programme and start increase interest rates in July. The 10-year Bund yield broke 115 10-year Usf\ﬂél:i 2
1.5% in June for the first time since 2014. 1S
110 10
. BERFSERESTENTIRREAT LRSS Y > EEELANIERGTHER 105 o
EBVSETFNERZIEEENREX - AANERFEREE2IRBFESEET K '
0.8% @ Wi SBEEAEANAEEE 100 - 0.0
O O O NNMNOWODWOLW O OO0 OO O 1+ = N (N
YT R TSI gISd g
. ETAY HESEEEEREEA2018FURERAFI% o BHEETLWE §535535535585858585858%
EERLEBEANELATS0EEE  BREXEASNASERLBLATISER -

BMRITHEABART SRCtREREZBENERFARMNE - RAAH - +
FHIEREEEWZE R B 20145 IR EIREEM1.5% ©

Source B} R Bloomberg
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AlA Investment Management HK Ltd.

Asia Pacific & Emerging Bond Markets o¢ /X [& & #THi{E 5 15

« We maintain a positive rating on the outlook of Asia Pacific bond markets.
Inflationary pressure in Asian countries is relatively lower than that of the developed
nations. Such an economic environment lent support to Asian bond markets. In May,
HEMERS - HFRBRE the CPI inflation in China was only 2.1% year-on-year, far lower than the yearly
CPl Inflation: % yoy inflation in the US (8.6%) and the Eurozone (8.8%). This partly explains why both the
3.6 8.8 Bloomberg Asia (ex Japan) Investment Grade Dollar Bond Index and the Markit iBoxx
China Offshore RMB Bond Index outperformed the FTSE MPF Global Government

Bond Index in May.

10

6 *  We are neutral on the outlook of emerging bond markets. Although emerging market
bonds offer attractive yields, stronger USD may create debt repayment pressure for
some developing countries which rely heavily on USD financing.

2.1 © BMYDABEZFTESNRIFERNE o DNERBERIRE DA ERERE
2 Bx - EENEEREAMNEFMSRMTE - *!Eﬁﬂﬁfﬁiﬁgmﬁ?‘é‘%ﬁl
BERIBIN2.1%  EEREERB.6%MNBMTENS.8%EMRE - EREERET A
FEZEDN (BARRS) RERETESEB M Markit iBoxx BB = AREE
£H BTE ail= FEBELAMNRE - BEREFRESRIRBFESFEH

us Eurozone China
- EMEFEESFMBENASEPREIR SEFEMBESNWREEARKS| - B
ERNAETEGH LAERBEELESNBETER  TRMEBED -

Source BRIFKR: CEIC
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AlA Investment Management HK Ltd.

Financial Market Performance: Year-to-date Ended May

TRMERE FYOESEBERAE

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

Equity Indices IRE=5 8] BEEE ENESBE - % Currencies (vs USD) E¥ (R23=71) B ENESEE - %
Developed Countries 3% ZEX Developed Countries E23ZEX
Dow Jones &S HT T 19158 32,990 -9.2 EUR BT 1.07 -5.4
Euro Stoxx BRTCHT TR 15 &) 423 -11.7 GBP &% 1.26 -6.5
Nikkei 225 HA&F 19152 27,280 -5.3 CAD 07T 1.26 1.1
East Asia a3 AUD EJT 0.72 -1.0
CSI 300 EZR30015 ! 4,092 -17.2 JPYH 1285 -10.4
Hang Seng Index 4581 21,415 -85 East Asia &2
KOSP| B2El4R & I BIE R 2,686 -9.8 CNY AR#E 6.67 -45
Developing Countries 8B =X KRW B2 [E] 1,237 -3.9
SENSEX EIERMIEE 55,566 -4.6 SGD Nk o 1.37 -1.3
Bovespa EBFA 1R 111,351 6.2 TWD &t 28.99 -4.3
RTS| HZEHT R BT &L 1,208 -24.3 THB =&k 34.27 -2.7

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

Commodities B B EE ENESEE, - o 10-Year Govt Bond Yields BIfE 2% (105 Hf) BEER ENESEE)  H
CRB Emis&l 629 8.8 us %=El 2.85 133
Oil (WTI) R EH 114 51.8 Eurozone ERJTE 1.22 141
Gold (LBMA) =& 1E1E 1,839 1.8 Japan HZ& 0.25 16
Copper (LME) #if& 9,501 -2.0 China F B 2.76 -2

10 Source BEFRIFKIR: CEIC
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AlA Investment Management HK Ltd.

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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