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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.

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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AIA Investment Management HK Ltd.

Financial Market Outlook: Summary

* We maintain the negative rating on equity markets. Recently released economic
statistics from the US, China and the Eurozone indicated that growth momentum of
the world’s three largest economies has started to taper off. Weaker economic
growth is likely to hurt corporate earnings and thus undermine the performance of
equities.

* We maintain the positive rating on bond markets. The lacklustre growth picture
increases the relative attractiveness of bonds. Moreover, softer US CPl numbers in
recent months eased inflation fears, reducing the risk of over-tightening by the
Federal Reserve. The 10-year US treasury yield hovered between 3.6% and 3.7%
for about a month since the middle of May. These developments bode well for bond
investors.
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Financial Market Outlook Rating
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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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AIA Investment Management HK Ltd.

Global Economic & Financial Market Outlook IZEKZ& B R ERiMiEEE

* We maintain negative rating on equity markets. Global equity markets went through
a roller-coaster period with the FTSE MPF All World Index losing 1.3% in May after
gaining 1.5% in April. The failure of First Republic Bank in the US rattled investor
sentiment and sent equities prices lower in early May. Sentiment stabilised after Fed
Chair Jerome Powell said that the central bank is closer or maybe even at the end-

JPMorgan Global PMI Index: EE{R KB 2 IR IR BB IR B

point of rate hikes, sending equity prices higher during the first two weeks of June. >8 L
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*  Although the JPMorgan Global Composite PMI in May rose to 54.4, the highest level

since November 2021, the upturn in global economic activity was uneven and mainly 54
driven by service sector. Industrial activity was still relatively subdued with the 5 ~ if/ﬁ\ _
Manufacturing Sub-index staying at 49.6 for three consecutive months (PMI reading IRIEHERIE
below 50 indicates contraction in economic activity.). Furthermore, high frequency 50
economic statistics from the US, China and the Eurozone indicated that growth 48 B3 e 4o B A e By

momentum of the world’s three largest economies has started to taper off.
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AIA Investment Management HK Ltd.

Global Equity Markets IZ Ik =I5

« We maintain the negative rating on developed market equities. In the US, price
volatility of the S&P 500 Index spiked up in early May after the failure of First
Republic Bank and then later of the month due to concerns about debt-ceiling

. S standoff. Although the index rebounded during the first two weeks of June after the
SEISMIRIBHEIE ISR two parties reached debt-ceiling deal and Fed Chair sounded a less hawkish tone
20 ISM PMI after May's policy meeting, there are signs of slowdown. In May, both the ISM
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Manufacturing and Non-manufacturing PMIs dropped below their April’s levels.

60 In Europe, economic momentum in the Eurozone seemed to have peaked. The HCOB

Composite PMI fell to 52.8 in May from April's 54.1. The decline was sharper than
expected. The European Central Bank (ECB) lifted its main refinancing rate by 25
basis points to 3.75% at May's policy meeting. Although the latest policy move
represented a downshift from the previous 50 basis-points hikes, ECB President
Lagarde warned that upside risks to inflation remain pronounced.
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AIA Investment Management HK Ltd.

Asia Pacific Equity Markets oo X% % Emhi5

* The recent underperformance of Asia Pacific ex Japan equity markets was mainly
caused by the selloff in Chinese companies listed in Hong Kong. In May, the Hang
Seng Index was sharply down by 8.3%. Chinese property companies and consumer
sector were under selling pressure as recovery momentum in China lost steam. The
official composite PMI of China dropped to 52.9 in May from 54.4 a month ago.
Another sign of China’s cyclical economic weakness is youth unemployment rate
which climbed to a record high of 20.8% in May.
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Composite PMI
60

* Despite the short-term uncertainties, the medium-to-long term performance of Asia
Pacific ex Japan equity markets is likely to be relatively better. Chinese policymakers
are expected to announce more counter-cyclical economic policies to prevent the 50
economy from further weakening. Already, we saw the People's Bank of China in \/
June lowered both the 7-day reverse repo rate and the 1-year Medium-term Lending 45
Facility (MLF) rate by 10 basis points.
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AIA Investment Management HK Ltd.

Emerging Equity Markets #TEL S =5

*  We remain cautious on emerging (ex Asia) equity markets. Rising US interest rate

environment usually does not bode well for developing economies due to their heavy
SEEFESBRME: % reliance of USD funding. During the first five months of this year, Brazil's Bovespa
index underperformed its counterparts in the developed countries.

» Aggressive monetary tightening by the Fed has been siphoning off USD liquidity
around the world. The Federal Funds Target Rate is currently at 5.25%, already the
highest since 2007 before the Great Financial Crisis. Any further rate hike by the
Federal Reserve would push the policy interest rates of the US to the highest level
since 2001.
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AIA Investment Management HK Ltd.

Global Bond Markets IZEkE5mHi5

We maintain the positive rating on developed bond markets. In the US, the Federal
Reserve took at breather at June’s policy meeting, keeping the policy interest rates
unchanged for the first time and ending a streak of ten successive rate hikes.

The extent and frequency of rate hikes in the 2H 2023 are likely to be lower as ZBERRBUESE: %
economic statistics in the US indicated some early signs of slowing down. In May, US Treasurv Yields
both the ISM Manufacturing and Non-manufacturing PMls declined from their April’s Y

levels. Inflation has been cooling. Comparing to the previous month, May’s year-on-
year increase in CPI, core-CPl and PPI all decelerated.

Economic statistics in the Eurozone also came in weaker than expected with the
HCOB Composite PMI falling to 52.8 in May from April's 54.1. The ECB lifted its main
refinancing rate by 25 basis points to 3.75% at May’s policy meeting, representing a
downshift from the previous 50 basis-points hikes.
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AIA Investment Management HK Ltd.

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

» We maintain the rating of Asia Pacific bond markets at neutral. As China’s post-
COVID recovery is losing steam, the Chinese government are expected to announce
more counter-cyclical economic policies to prevent the economy from further

10FHBRESFWER: % weakening. In June, the People's Bank of China lowered both the 7-day reverse repo
10-year Govt Bond Yields: % p.a. rate and the 1-year MLF rate by 10 basis points.

 We are also neutral on the outlook of emerging bond markets. During the first five
month of this year, the Markit iBoxx Asian Local Bond Index and the Bloomberg
Emerging Markets Hard Currency Bond Index gained 1.9% and 1.8%, respectively, by

and large in line with the FTSE MPF World Government Bond Index’'s 2.0% return in
dollar term.
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AIA Investment Management HK Ltd.

Financial Market Performance: Year-to-date Ended May
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Month-end Readings YTD Change: %
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Currencies (vs USD) & (827T) Month-end Readings YTD Change: A:
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AIA Investment Management HK Ltd.

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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