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Financial markets worldwide experienced a period of extreme volatility last year, driven by Russia-
Ukraine military conflict, the slowdown of global economic growth, the monetary tightening of global
central banks in face of decades-high inflation and the resurgence of COVID cases in China. In 2023,
there are two macroeconomic trends that are expected to shape the market's expectation.

Policy remains to be the key driver to macroeconomic development this year. The US Federal Reserve
raised interest rates seven times since March 2022. Other major central banks also took similar
restrictive monetary policy stance last year. The maximum drag on economic growth will likely be
observed this year. Headline CPI in the US decelerated to 7.1% year-on-year in November from June's
9.1%. It is believed that inflation will continue to decelerate gradually during the year, but the biggest
change could come from the labour market. For the moment, unemployment remains low, the situation
could change quickly once corporate financial position deteriorates. If this happens, the Fed would be
under pressure to start easing its policy, the so-called “pivoting” that the Fed signalled earlier on.
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US CPI And Core CPI Year-on-Year
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As for Asia, China is stepping up policy support to the local property industry. The so-called “three
arrows” policy includes credit support from six major state-owned banks to seventeen property .
developers, debt financing support from the PBOC's RMB 250 billion relending facilities to developers L60% TN
and equity financing support to improve developers’ balance sheet. Besides, China made a sharp

change to its zero-COVID strategy and decided to opt for a complete reopening of the economy over a 140%
short period of time. The positive implications would become more obvious later in the year. One of
the highlights will be the positive impact on tourism, especially in ASEAN countries. 120%

Tourist Arrivals

From the asset allocation perspective, as the US may be heading for a recession, equity markets may 100%
remain volatile in the near term. Given its forward-looking nature, equity markets could start

. . . . .. 80%
recovering at a time when asset valuations are low and investor pessimism abounds.
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Simply put, the later stages of 2023 could turn out to be supportive for global equities,
despite a challenging economic environment. Asian equities may perform relatively
better than their counterparts in the developed markets. Chinese equities have already
had a substantial recovery, valuations are still reasonable and the corporate earnings
outlook should also improve with economic re-opening. Yields of global bonds,
especially government bonds of the developed markets, are currently trading at
relatively higher levels since global financial crisis. A potential Fed pivoting to a less
hawkish monetary stance could be supportive to global bonds in general.
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Major Economic & Market News
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Asia Pacific TAE
* In December, the FTSE MPF Greater China Index went up by 3.1% as investors « 12H f’]}%ﬁ?@%ﬁj{EPE_JEFHQE%E‘%(J:EE&’I% , 12 E BB

expected the relaxation of COVID-related restrictions would speed up the growth
momentum of China. The onshore CSI 300 index gained merely 0.5% but
outperformed the S&P 500, the Euro Stoxx and the Nikkei 225.

* China's Central Economic Work Conference (CEWC) concluded on 16 December
and called for an “overall improvement” of the economy and “reasonable growth” in
2023. On the property market front, the meeting memo stressed the need to
support housing demand and improve the financial position of property developers.

* The Nikkei 225 Index underperformed other major equity indices in December and
lost 6.7%. In Q4, the Bank of Japan’s Tankan survey indicated that the business
confidence diffusion index among large manufacturers dropped to 7, the lowest
reading since Q1 2021. Surging raw material costs and slowing global economic
activity continued to dampen manufacturers’ sentiment.
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* The S&P 500 Index lost 5.9% in December, underperforming the Euro Stoxx, the CSI . EELFE 500 IEEEI128 TE 5.9% ' ERREUMETIT S i58)
300 and the Hang Seng.lndex. Investor sentiment was battered b.y the. hawkish SEEI00ISHAEAEIEEY - Tﬁﬁ%’%?ﬁﬁﬂ%ﬂﬁﬁﬁ%iﬁﬁﬂ@ﬁ%ﬁ@
statement from Fed Chair Jerome Powell who warned that recent inflation trend EEREARITE  fBLESFHNEBESY TR EDSEEY
was not convincing enough to declare victory over rising prices. BLENRE o

* In November, the ISM Manufacturing PMls dro.pped tc? 49, the wc?akest level i.n more e 118 ISMBsE 2P RE RIBISBR 2549 » BBBME Y URPYEK
than 2.5 years. The year-on-year growth of industrial production and retail sales KIE o TEABENEEEWELREMEFRNE  SPREFSHE
also decelerated, indicating US economy is losing momentum. &) 1 E1EHE8 o

Europe BN

«  The Euro Stoxx Index lost 3.5% in December but outperformed the S&P 500 and the e B EEIERIEE A28 TE3.5% ' (B BEEZTES00I5 &
Nikkei 225. After hitting a record 10.6% on an annualised basis in October, CPI H#&2251 88 - E10ABIT10.6%MWEEFHSE > BTt E128H
inflation of the Eurozone decelerated further to 9.2% year-on-year in December. CPIBIRRELLE—FHER9.2% °

«  However, European Central Bank President Christine Lagarde cautioned that price o B EIMRITITRININEZSEE 1ANYEEEOEEZSBX
growth would pick up again in January and people should not fixate only on the BH - AMAEREICPIREZEE - B tEZOEREER12
headline CPl number. In December, the core inflation of the Eurozone hit a record- BEIT52% HWBEY IS o

high of 5.2% year-on-year.
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Financial Market Performance: Year-to-date Ended December
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Month-end Readings
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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 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 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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