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An Introduction

Markets & Economies

* AIA Investment Management HK Ltd. (AIMHK) conducts both
qgualitative 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.

0utlook

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.
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* The tactical investment views do not guarantee future return - BBE RE?’EE)JEWE’J.%TI%/AQ ELEREBH T RERE
as price-moving factors are continuously evolving. Also, the R E i o 7357|‘ RETEMNRENEA/ELNEREZE
availability of investment options and the timing of #Ha ge S E IR EEEHDE[‘%& SRR B HBERE
investment/divestment may lead to deviation between the
tactical views and actual investment performance.
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Financial Market Outlook: Summary TERMERERE  BE

* We downgrade equity rating to negative from neutral. The banking issues in the US

and Europe are an alarming signal. Although the Fed introduced a newly created Financial Market Outlook Rating
Bank Term Funding Program to provide liquidity to the financial system, the odds of EMMmRE AT 4R
US recession later this year have inevitably gone up amid risks of tighter lending Equity I8
conditions. Equity - Global f&Z: 3R EK -

+ Outlook of the Asia Pacific ex Japan equity markets are expected to be relatively Equity_ASia P?Ciﬁc HQ’?:EEEEE _ -
better. The risk of contagion to Asian financial markets is relatively low at this point Equity - Emerging Markets JZZE: #TEL 5 -
given the limited direct exposure of Asian financial systems to the failed US banks. Fixed Income BElEUZA +

However, we expect regional volatility to spike owing to the ongoing uncertainty, Fixed Income - Global Bl UL A - =Bk
rising risk premium and the volatility in US rates.

+
Fixed Income - Asia Pacific ElxEW A : I K& =
* We upgrade the rating of developed bond markets to positive from neutral. The Fixed Income - Emerging Markets EZEW A : #7 E /5 =
FTSE MPF World Government Bond Index rose by 0.41% in the first two months of
2023. The banking failure in the US and Europe triggered flight-to-safety demand e
for government bonds in developed markets.
++ Rating means the asset class/region has a positive outlook and higher outperformance potential.

° %1?3H%H§%%i?§ffﬁ¢’|§?ﬁﬁlf§%§ 17’%%E@Q‘lgf&iiflﬁnﬁﬁi%{%é%%m + Rating means the asset class/region has a positive outlook and could potentially outperform.
1S5 ° 1‘1’15’ ?H’Pﬁﬁﬁﬂj 7 ’\;Eﬁfi_x/g\f Emfﬁ‘\{,j—méﬂ mz%ﬁﬁ;%]m% ‘,'_\E RREMRE = Rating means the asset class/region has a neutral outlook and is unlikely to outperform/underperform.
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_ - Rating means the asset class/region has a negative outlook and could potentially underperform.
° ?‘%é’g;@%fﬁi H %gfﬁl{__‘%ﬁﬂﬁi‘;ﬁﬂéi%ﬁgﬂu %%%i’%ﬁlﬁlig%ﬁﬂ¥; %ﬁ%ig%gm%%{%%{% -- Rating means the asset class/region has a negative outlook and higher underperformance potential.
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Global Economic & Financial Market Outlook IRER BN S RIS R E

*  Financial market started 2023 in buoyant mood. Major global equity and global bond
indices ended January in positive territory. In the US, investor sentiment was buoyed
by the expectation that the Federal Reserve may slow the pace of interest hikes. In

China, investors expected the relaxation of COVID-related restrictions would speed FEFR R 2R S RRE SR
up the growth momentum of China. The JPMorgan Global Composite PMI

*  However, investors took money off the table in February. In the US, February’s labour 60 .
market and inflation indicators were higher than consensus, reigniting fears that the B =0HAm _ - -
Fed would take more hawkish monetary stance. In China, investors worried that the 50 B LD ] R TR B — I

heightening of Sino-US tensions might increase the risk of economic sanctions. i i

* We downgrade equity rating to negative from neutral. The banking issues in the US 40
and Europe are an alarming signal. Although the Fed introduced a newly created
Bank Term Funding Program (BTFP) to provide stability and liquidity to the financial 30
system, the odds of US recession later this year have inevitably gone up amid risks of

tighter lending conditions. H
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Global Equity Markets ¥R ER IR ZEmhi5

« We downgrade the rating of developed market equities to negative from neutral.
After 3 months of rallies, profit-taking pressure mounted in global equites market.
Investors turned risk averse in February. The slew of stronger-than-expected

US CPI (Year-on-Year) economic indicators released in the US recently reignited worries about aggressive

% EEBR(REF) monetary tightening by the Fed.
16 * The US CPI rose 0.4% MoM in February. The YoY pace slowed to 6.0% from 6.4% in
14 January. While the readings are in line with market expectations, the momentum

remains too high for the Fed’'s comfort.

12 It is a question whether the Fed’'s tight monetary policy and financial stability

10 objectives can be pursued simultaneously. Concerns about the failure of Silicon

X Valley Bank's (SVB) and Signature Bank in the US and Credit Suisse in Europe

triggered further market sell-off. Investors are overshadowed by financial stability

risks. The US policymakers may be able to reduce the current systemic risk, but the
macro effect could linger and lead to a deeper recession.
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Asia Pacific Equity Markets T2 X & IR Z 1 15

e Qutlook of the Asia Pacific ex Japan equity markets are expected to be relatively
better. The risk of contagion to Asian financial markets is relatively low at this point
given the limited direct exposure of Asian financial systems to the failed US banks.
However, we expect price volatility to spike owing to the ongoing uncertainty, rising
risk premium and the volatility in US rates. 55

China Manufacturing PMI
PR SRS ERIB IR IR H

* China’s official manufacturing PMI jumped to 52.6 in February, from 50.1 in January,
beating expectations by a wide margin. The strong PMI data indicated a solid 50 /‘

demand recovery is under way.

45
* As the National People's Congress (NPC) concluded, new Premier Li Qiang pledged

to use a good policy mix to achieve high-quality growth and support private
businesses. The Chinese government will not hesitate to introduce additional policy
support should growth stability be at risk. Looking ahead, regional focus will continue 35
to be on the extent of recovery in China's economic and earnings growth.
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Emerging Equity Markets 7 iz 22
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We remain cautious on emerging (ex Asia) equity markets. Emerging markets
performance continues to be mostly driven by global factors, primarily US interest
rates. The Fed could overtighten, and the recession may turn out deeper than
expected. With that, a repricing of US earnings and a correction in the stock markets
are expected to trigger risk-off and flight-to-quality, which would hurt emerging
markets across the board.

The MSCI Emerging Market (ex Asia) Equity Index was down 0.3% during the first
two months of this year, erasing the earlier months’ gain, underperforming the MSCI
All Country World Index’s 3.9% return and the MSCI Asia Pacific (ex Japan) Index’s
0.8% return, respectively. As the price action in US rates is likely to remain volatile in
the near term, the overall investor sentiment on emerging (ex Asia) equity markets
are likely to stay fragile.
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Global Bond Markets IR ER1E 5 T 15

We upgrade the rating of developed bond markets to positive from neutral. The FTSE

MPF World Government Bond Index rose by 0.41% in the first two months of year
2023. The banking failure in the US and Europe triggered flight-to-safety demand for Bond Market Performance
government bonds in developed markets. W
(EE TR E S

* The US economic data at the start of the year were stronger than expected. Labour 120 L5

market conditions remained tight and manufacturing inventory was surprisingly
. . S . 115 4

elevated. Against these macro backdrop, the Fed intended to maintain its restrictive
policy stance to further contain inflation. The 10-year US Treasury yield picked up to 110 35
3.92% at the end of February. 105 3

* However, the incident of Silicon Valley Bank and Signature Bank undermined the 100 22
stability of the banking system in the US. In March, consensus started to shift with 2
investors expecting the Federal Reserve to slow the pace of rate hikes. In mid- 95 15
March, the 10-year US Treasury yield dropped below 3.5%. 90 1
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Asia Pacific & Emerging Bond Markets 55 K& & FTEE AT

CPI Inflation: % yoy
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We maintain the rating of Asia Pacific bond markets at neutral. China’s CPI inflation
slowed to 1% year-on-year in February. Inflationary pressure in Asia nations was
much milder relative to the developed counterparts. This provided flexibility to
central banks in Asia to better adjust their pace of interest rate hikes, compared with
the aggressive policy tightening by the major central banks in the developed
countries. Both Markit iBoxx ALBI China Offshore RMB Bond Index and Bloomberg
Asia (ex Japan) Investment Grade Dollar Bond Index outperformed the FTSE MPF
World Government Bond Index in February.

We are neutral on the outlook of emerging bond markets. The USD regained strength
in February after the consolidation in the previous months. The backdrop of strong
USD may weigh on emerging markets, particularly for those countries which heavily
rely on USD financing.
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Financial Market Performance: Year-to-date Ended February
TRIMIHERIER FUESEHEZAK

. . Month-end Readings YTD Change: % . — - i 19
Equity Indices BREE{SEY [y e E%DE’—‘}@%}J L% Currencies (vs USD) &% (R3£7T) Monthﬁeg?égdmgs ;;JDEC’:\%?E; :A;/o
Developed Countries FHER]ZR Developed Countries T$EEZR

Dow Jones iEIGHT T 3£ FIIHEEL 32,657 -1.5 EUR EXTT 1.06 -1.2

Euro Stoxx BXTTHIIE5EIEEN 456 11.2 GBP #§E 1.20 -0.5

Nikkei 225 HE&II5E] 27,446 5.2 CAD 07T 1.36 -0.7
East Asia EEg5 AUD ;B55 0.67 -1.2

CSI 300 JE3F30015E; 4,069 5.1 JPY HE 136.2 -3.7

Hang Seng Index {H435E] 19,786 0.0 East Asia Eigg

KOSP| iz S IRIEIEEL 2,413 7.9 CNY AR#E 6.94 -0.5
Developing Countries S¥EHESR KRW E&[E] 1,323 -4.4

SENSEX EDERZEEN 58,962 -3.6 SGD FETT 1.35 -0.7

Bovespa EFGRRTHISE] 104,932 44 TWD &k 30.47 0.8

RTS| L ZEERRSEIEE 946 1.0 THB Z=i% 35.35 -2.1

- i 19 \ . Month-end Readings YTD Change: bps

Commodities @5 Monthge;%é;dmgs ;;]232}%%;':2 10-Year Govt Bond Yields BI{&E= (10£EHp) BEE e ﬂi?ﬂﬁﬁ)\@;ﬂ : éiﬁ

CRB EgRigEN 549 -1.1 US 6 3.92 5

Oil (WTI) ESHB#HE 77 -4.0 Eurozone BYIT[E 2.65 8

Gold (LBMA) LB 1,825 0.6 Japan BZA 0.51 8

Copper (LME) $F(& 8,844 5.4 China B[] 2.92 8

Source BEFIHIR. Bloomberg @
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Disclaimer & Terms of Use

This document is prepared pursuant to the request of AIA 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 AlA 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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