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The global economic outlook continued to deteriorate as the rebuilding of

inventories reached unsustainable levels and end-demand continues to be
dampened by high inflation, tight fiscal policies and deteriorating financial
conditions. Looking ahead, the shift in consumer demand from goods to services
and the peak in the electronic cycle is expected to impact Asia ex Japan exporters
in the second half of 2022 and the first half of 2023. Softer industrial production
globally and weak construction activity, in US and China specifically, are
undermining commodity prices, despite the European’s efforts to diversify their
supply of natural gas ahead of the winter season, which is pushing LNG prices to
higher levels.
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Headline and core inflation remain stubbornly high in most major economies. Sticky US CPI Breakdown (Year-on-Year)

inflation forces central banks to tighten policy to the point where a hard landing y = EEEME (HJIIS)

becomes increasingly likely in 2023, given the lags in the transmission channels of °

policy signals. Even though headline inflation has shown peaking signs, underlying 10 8.7
measures of core inflation have yet to slow down enough to a point where the Fed 8 66
could consider lowering the pace of rate hikes. In addition to the fear of recession, Z .

the higher rates differential is benefiting the dollar - the global currency for most 9 A "”
international transactions and in turn causing economic commotion in ex-US 0 I 1L l . "“!!"I""""I""
economies. 9
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We expect corporate earnings to decline further due to strong inflationary

. . . . . = S&P 500 Forward Price-to-Earnings Ratio
pressures and falling margins — i.e., lower disposable income for consumers and Multiol
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higher input costs for businesses. At the same time, the Fed's aggressive pivot will 2: iple (x) IEAEER 500 IEETEAAH A X

continue to push rates higher, and credit spreads wider, which in turn will be
driving up the borrowing costs of companies. Further equity downside ahead will

be driven both by falling corporate earnings expectation, as well as more valuation 20

derating from higher discount rates. 15 |
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It is far from smooth sailing from here with heightened risks stemmed from the
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deteriorating growth outlook, prolonged Russia-Ukraine war, monetary policy
tightening, high commodities prices and stickier inflation prints. We expect
volatility to stay elevated across asset markets in 2022.
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Asia Pacific oo K&

« In October, the FTSE MPF Greater China Index went down by 12.1%. The HSCEI e 10 AMEREEESADTERE N 121% - BTEEE (£58
(the offshore index of Chinese companies listed in Hong Kong) registered 16.5% PP ASINEEES ) REA MK 165% - EENER
monthly loss. The onshore CSI 300 index fared slightly better and declined by 7.8%. 300 IEEEIIRTEET - Tl 7.8% - I 9 B EERE[E) L1 E /L
China’s retail sales growth decelerated to 2.5% year-on-year in September from —(EBBIH 5.4% WEZE 25% - DEHEBZE0S3EMED
5.4% a month ago. Chinese consumer sentiment was hit by the lingering effect of ISEKNSE . A S ESENER RS - i T

property market downturn as well as COVID infections which caused isolated
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o RAEIEEE 10 BN 147% - HRIREEZEHPEHEMETERX
EEL  EEEMESREEEK 18.3% - EEIMREIE P EIR
FERHE  E—LIBREFNEEELTHNPELTNG

lockdowns in several districts.

* The Hang Seng Index was down by a whopping 14.7% in October. The property
sub-index crashed by 18.3% as investors lost faith in China’s real estate sector.
Investor confidence on Chinese companies listed in Hong Kong was further

dampened by US restrictions on semiconductor sales to China. i e
= A=] ': /\\ /=
*  The Nikkei 225 Index recorded 6.4% monthly gain in October. Retail sales in Japan ‘ BH#E 225 158 10 B#%1S 6.4% E/]HEEF[I]EE - BRI T PRI
for September showed a 4.5% year-on-year increase. This is the fastest yearly s - HAX 9 BMEEHELIER 45% - E28% 16 @R
growth in 16 months thanks to the easing of travel restrictions. PRSP IZFIERR -
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* The S&P 500 Index gained 8.0% in October. Senior Fed officials stated that the o IEMELR 500 IS5 10 B FIE 8.0% - ZEMEESREEE - 1
central bank should start to ponder how and when to slow the pace of future rate FTREZ RSt B2 L RIAB R ERKWINES® - FiissER
increases. This, coupled with better-than-expected corporate earnings, helped N EHESBERIF 2R - AR IBIRIREE B4 -
boost investor sentiment. e . , .
- (BEEEE CPIBIREN 8 BBV 8.3% MNEE 9 B 8.2% - BIiE
* Although the headline CPI inflation decelerated somewhat to 8.2% year-on-year in RIEISFEER - 20 CPl FiE6.6% @ 2 40 SEREREEIENE -
September from August’s 8.3%, it came in above market expectation. The core CPI
rose by 6.6%, the fastest yearly increase in more than 40 years. .
&R

Europe PO . e
- BEBUNETIE=EEIE 10 HLER 7.9% - BERMTERBNAETS
L] i 9, i =7 \ . V= N ~ /
Although the Euro Stoxx Index gained 7.9% in October, the Eurozone economy SR EEEEMAERER IR .
remains vulnerable to Russia-Ukraine military conflict and rising energy prices.

« 10BMETE CPI BIEELEFR 10.7% - BEIESEM S - B8 _LiRE|
* In October, the CPI inflation of the Eurozone reached another record high of 10.7% BTYLEESR 10 ANEE AR TREA S RESIRISHIEE
year-on-year. Rising prices dented economic activity with the S&P Global Eurozone 473 - 523 ERLURHERIEE -

Composite PMI in October declining to 47.3, its lowest reading in 23 months.
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Financial Market Performance: Year-to-date Ended October
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Equity Indices 855 Munthﬁe Jg'%gg dings ;;;g;ﬁég; %% Currencies (vs USD) &% (R3&m) Munthﬁe Eg; dings EY;-D[;{;%': %%
Developed Countries SHEFR Developed Countries SHZE=R
Dow Jones BTEHT T 2 F19i58] 32,733 -9.9 EUR BXJT 0.99 -13.1
Euro Stoxx BUTETEriss! 394 -17.8 GBP HfE 1.15 -15.2
Nikkei 225 BESFHIHEEL 27,587 -4.2 CAD hN5T 1.36 72
East Asia BRE3 AUD T 0.64 -11.9
CSI 300 JEiFR300188L 3,509 -29.0 JPY HE 148.7 -22.6
Hang Seng Index [H45EL 14,687 -37.2 East Asia BEgg
KOSP| BB S AR (SISEl 2,294 -23.0 CNY AR 7.31 -13.0
Developing Countries Z¥EREZR KRW B2 1,425 -16.5
SENSEX ENERETHIEE! 60,747 5.1 SGD FriNETT 1.42 4.8
Bovespa ESFERETHISEL 116,037 10.7 TWD #hiatE 32.22 -14.1
RTS| (REEHTRREIEEL 1,112 -30.3 THB =8k 38.06 -12.2
Commodities 755 ""“thggggd'““’ E"gg;ég: % [|10-Year Govt Bond Yields E#SE (105H) """ﬂ'ﬁe Eg; dings EY%;DEZ:ZE%B 'E;E
CRE FfmisEl 550 -5.0 us =6 £.05 254
Ol (WTI) JRIB(ERE 87 12.4 Eurozone BXTTE 2.14 232
Gold (LBMA) (B8 1,639 -9.2 Japan B2 0.25 18
Copper (LME) #{8 7,525 -22.4 China HRER 2.65 -13

Source BRI E: 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 AIA 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 technigue 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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