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AIA Investment Management HK Ltd.

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.

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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Financial Market Outlook: Summary TRMSEE | &

* We maintain the rating of equities at neutral. During the first eleven months of this

year, the MSCI All Country World equity index and the Bloomberg Global Aggregate Financial Market Outlook Rating
bond index lost 15% and 17% respectively. Rising interest rates exerted correction ERMERE AR
pressure on both equity and bond prices. Equity B3R =
Equity - Global f&Z: 3R EK =
* However, risk appetite grew in recent months as investors started to speculate Equity - Asia Pacific 2 fi K& +
whether major central banks would slow the pace of rate hikes to avoid tipping Equity - Emerging Markets iR Z=: FrBlH 5 -
their economies into recession. The FTSE MPF All World Equity Index rose 7.2% in Fixed Income BIZ=UZA n

November.

Fixed Income - Global ElEW A : I=EK =
Fixed Income - Asia Pacific EEW A : K& =

November, the FTSE MPF Greater China Equity Index went up by 24.3%. Investors Fixed Income - Emerging Markets Bl : i 5 -
expected China would gradually rollback its COVID-related restrictions and reopen Multi-Assets ZTTEE =
its economy.

* Asia Pacific ex Japan equity markets are expected to perform relatively better. In

R " N P e B e ++ Rating means the asset class/region has a positive outlook and higher outperformance potential.
s BP#FERENTETR  SEE 11 B8 - MSCIRIKKREIEEMNZEEIKER
SEFEHDAITNE 15% M 17% © MR _EFAEN 7 HRENES BBHRERE

+ Rating means the asset class/region has a positive outlook and could potentially outperform.

j] g = 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.
. BB YEEHNIESEERNILEBLEELNH  HAEENESEHBEIFERTE -- Rating means the asset class/region has a negative outlook and higher underperformance potential.
SEMEMBETRLUBREERARE - ERBETSEIKKREREHE 11 AfH L + RHRR TR ERR/ M EAREE - WAEENENRIES
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o DmAME ( HARRSN ) KMHHEEHRIRFERSHERTY - ERREEFRHRPEFE CHRETREEERN/MEBRISRE  LOEARENAEEE -
THUBBETEBEIRE - WEEHRRANAE - 11 BhERRES APERERE MRERBEER/MEBHEAE  TEANEEEENER -
AR 24.3% - .
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Global Economic & Financial Market Outlook IZEK&B K SR EE

* 2022 proved to be an eventful year. The Russia-Ukraine military conflict has last
over ten months with no end in sight. Inflation statistics in a lot of countries are still
hovering around their multi-decade high. Major central banks aggressively increased
interest rates in order to contain inflation, hurting asset prices from bonds, equities to

real estates. During the first eleven months of this year, the MSCI All Country World The JPMorgan Global Composite PMI
equity index and the Bloomberg Global Aggregate bond index lost 15% and 17% 60
respectively. n N~ .
* Risk appetite grew in recent months as investors started to speculate whether major 50 [ M ] I '—\--‘_
central banks would slow the pace of rate hikes to avoid tipping their economies into i
recession. However, we remain cautious and mindful of the risk of recession and 40

higher interest rates. The JPMorgan Global Composite PMI dropped to 48 in
November, the weakest level in almost 2.5 years and representing global economic
activity is contracting. The so-called central bank “pivoting” implies policy interest 30
rates will still increase but only at a slower pace or by a lesser extent. H
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Global Equity Markets IZ Ik =I5

We maintain a neutral rating on global equities which are dominated by developed
equity markets. Recently, investor sentiment was boosted by the less hawkish Fed
statement. At November's FOMC meeting, the Fed raised the policy rates by 75 basis
points for the fourth consecutive time. The policy statement hinted that the Fed
- would “pivot” towards a slower pace of tightening.
SIS E R % g g Jniening

US Fed Fund Target Rate * Inflationary pressure in the US .showed early sign of peaking. CPI inflation
decelerated to 7.7% year-on-year in October from 8.2% a month ago. The core CPI
also increased at a slower yearly pace of 6.3%.

ul

However, the risk of recession should not be overlooked as key economic indicators
f shows signs of weakness. In November, the composite PMI of developed countries

D

dropped to 47.3 from October’'s 48.5. PMI reading below 50 indicates economic
contraction. Also, the year-on-year growth of industrial production and retail sales in
the US decelerated in October. The real GDP of Eurozone economy in Q3 grew 2.1%,

the slowest yearly growth since Q1 2021.
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Asia Pacific Equity Markets oo X% % Emhi5

* Asia Pacific ex Japan equities are expected to perform relatively better than their
counterparts in the developed markets. Monetary policy in China, the largest
economy in Asia, are expected to be accommodative thanks to well-contained local
inflationary pressure. In November, the People’s Bank of China (PBoC) announced a

Monetary Policy In China

25 basis-point cut to the required reserve ratio (RRR), effective from early December. h Bl &5 BE IR
20 - 3.4
* To support the beleaguered real estate sector, the PBoC and CBIRC jointly
announced a 16-point rescue plan to provide local property developers with more / -
financial supports. The CSRC said in December that China is considering broadening 16 - 3.2
the REIT program to rental apartments in a bid to boost developers funding sources.
*  Furthermore, investor confidence on Chinese companies was boosted by the easing 12 ~ 30

of COVID curbs across China. Following the Politburo Standing Committee meeting
in November, Chinese government issued 20 measures to further “optimising” or in

;

essence, easing the COVID-related curbs. 8 2.8
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Emerging Equity Markets F7H RS 22T

B MEETEH
135 Trade Weighted Dollar Index: Nominal:
Broad Dollar Index (United States)
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Source EFR: CEIC

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. The USD stopped appreciating
recently thanks to the expectation of US interest rate “pivoting”. However, the so-
called “pivoting” implies policy interest rates will still increase but only at a slower
pace or by a lesser extent. Hence, the recent correction of the USD may not be
sustainable.

The MSCI Emerging Market (ex Asia) Equity Index went up by 8.8% during the first
two months of Q4 but underperformed the MSCI All Country World Index and the
MSCI Asia Pacific (ex Japan) Index, with both of which gaining more than 10%. The
overall investor sentiment on emerging (ex Asia) equity markets are likely to remain
fragile.
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Global Bond Markets IZEkE5mHi5

* We maintain a neutral rating on global bond markets and upgrade the rating of
developed bond markets to neutral from negative. The FTSE MPF World Government
Bond Index rebounded in November by 2.2% after 3 successive month of loses.

e Like their counterparts in equity market, bond investors also expect major central EmmimRR
banks in the developed countries would gradually move their monetary stance to Bond Market Performance
“pivot mode” and slow down the pace of rate hikes. 130 zpamms +EmEEEEsx % [ 20
RIKBUFESEE US 10-year Treasury Yield: %
- : 125 prsE mpF - 40
e The 10-year US Treasury yield dropped to 3.5% in early December from a 14-year Werld Govt Bond Index :
high of 4.2% registered in October. The average 10-year benchmark bond yield of G7 120
nations complied by Bloomberg also declined to its three-month low as investors 115 - 3.0
started to factor in potential Fed “pivoting” to a less hawkish monetary stance. 90
110 '
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2\
The information herein should not be used as the basis of any investment decision. 8 ‘q | P‘

This document is intended for use by AIA International Limited and/or its intended recipients only.



AIA Investment Management HK Ltd.

Asia Pacific & Emerging Bond Markets 52 X & K FTEl &S5

*  We reduce the rating of Asia Pacific bond markets to neutral from positive. China,
the largest bond market in Asia, saw its benchmark 10-year government bond vyield
surged sharply in November and broke 2.9% for the first time in a year. The loosening
of COVID-related policies whetted investors appetite for risk and prompted them to

10-11A#ELER: % shift their portfolios from bonds to equities.

Return (%): Oct - Nov 2022
2.0 * According to Bloomberg, China’s highest quality corporate bonds faced the worst

selloff since 2017 in early December with Chinese 3-year AAA onshore bond vyields
1.5 hitting a 13-month high. Investor risk appetite returned on the expectation of
economic reopening.

1.0 * This partly explains why both the Markit iBoxx China Offshore and Onshore RMB

Bond Indices underperformed the FTSE MPF Global Government Bond Index during
0.5 the first two months of Q4 .

0.0 — « HMBEDXEESFHHRKELR NEZETMY - PEEDNEANESTS - B
' 2# 10 FHBEEREZRR 11 BAEHET - —FRERREK 2.9% - BEEZEBER
IFEREE FIREENERRY - EEMMRREASEESTEORKRSE

Global Bond China CNY Bond China CNH Bond - BEBEMHSES  PEEERETEGSTE 12 BYESBE 2017 FUREBRENNE
IRIKES PEIEFES PR F RS # o hEl 3 FH AAA EREESFWNARRE 13 ERME - REBHERA R A TEES
AOBBRISERME T -

EREEME /BT EMarkit BoxxFEIBENEFARBESEHES 4 TEE
MERRRE - AEERERBRESRKBUTESEH -

Source ERF)E: FTSE & Bloomberg
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Financial Market Performance: Year-to-date Ended November

ERiMinaRiR FYESE 2 11 AR

. . D= Month-end Readings YTD Change: % . - v Month-end Readings YTD Change: %
Equity Indices IRE=15E] BEER ENESEE - % Currencies (vs USD) & B ENESEE - %
Developed Countries 233ZE =X Developed Countries S%%E[E 3

Dow Jones BIEET T 219158 34,590 -4.8 EUR BAJT 1.04 -8.4
Euro Stoxx EBRTCHTIETE 15 &) 425 -11.2 GBP % 1.20 -11.4
Nikkei 225 B & F 19158 27,969 -2.9 CAD 07T 1.35 -5.6
East Asia &3 AUD BT 0.67 -75
CSI 300 B&300f5 &1 3,853 -22.0 JPY H 139.3 -17.3
Hang Seng Index 4188 18,597 -20.5 East Asia RE2
KOSPI EElAr A IRETEH 2,473 -17.0 CNY AK# 7.09 -10.1
Developing Countries ¥R EX KRW B2 [E 1,317 -9.7
SENSEX EDERTIEE 63,100 8.3 SGD A0k 7T 1.37 -1.2
Bovespa EEFA R 15 112,486 7.3 TWD & Hs 30.89 -10.2
RTS| K ZEHT AR (BE &) 1,125 -29.5 THB Z= 8% 35.26 -5.5

Month-end Readings YTD Change: bps

A . O,
Commodities 5 M°”th;;‘;§g§;d'”gs ;;DEC;Z’;%;/O/ 10-Year Govt Bond Yields EIf& &% (1044) friiin SR - K
CRB Emis &l 564 -2.4 US = 3.68 216
Oil (WTI) [FHREE 80 6.8 Eurozone BT & 1.99 218
Gold (LBMA) =& 1{E1S 1,754 -2.9 Japan HA 0.28 19
Copper (LME) $@1& 8,198 -15.4 China B[ 2.90 12

Source B E: CEIC @
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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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