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Macro Talking Points
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Global economic growth slows amid more uncertain outlook. Elevated inflation, particularly in the US
and the Europe, triggered a tightening of global financial conditions. The previous lower-for-longer
interest rate environment is now working in reverse. The US-China tension and the Russia-Ukraine
conflict increased the risk of fragmentation of world economy. All these developments exerted
correction pressure on both bond and equity prices.

Interest rate may be higher for longer

The US Federal Reserve (the Fed) raised fed funds rates by 75 basis point in September Federal
Open Market Committee (FOMC) meeting. This was the third three-quarter of a percentage point hike
in a row. The dot plot median shows a higher terminal rate of 4.65% in year 2023.
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Significant change in rate expectation has been seen after Jackson Hole Economic
Symposium. As the Fed is committed to stem inflation, the market is pricing in a
lengthy period of restrictive monetary policy going forward. Apart from the Fed, the
European Central Bank (ECB) and the Bank of England (BOE) hiked policy rates in
September to cope with the upward shift of inflation expectation. The fiscal package
(so called “mini-budget”) recently announced by the UK government led to sharp
depreciation of the pound and the rise in the UK Gilt yield, forcing the BOE to take an
emergency intervention to protect its financial stability.

Deglobalization

Risk of deglobalization has risen markedly in the past few years. The US-China trade
war began in 2018 when both nations imposed tariffs on hundreds of billions of dollars
worth of one another’'s goods. The geopolitical conflict between Russia and Ukraine
this year and the subsequent sanctions arrangement imposed by the European Union
and the US are another manifestation of deglobalization.
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Such changes drive up costs of production and inflationary pressure, exemplified by the elevated
energy price faced by the Western European countries this year resulted from the Russian oil
embargo. Furthermore, the supply chain disruption due to Covid pandemic is a wake-up call to
companies, prompting them to consider supplier diversification and potential domestic production.
One of the economic consequences of deglobalization is rising production costs as multinational
manufacturers have less leeway to source cheap components across the globe. Hence, the low
inflation, low interest rates environment over the past one-and-a-half decade may finally become
history.
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Major Economic & Market News

Asia Pacific

* |n September, the FTSE MPF Greater China Index went down by 14.4%. The HSCEI
(the offshore index of Chinese companies listed in Hong Kong) registered 13.9%
monthly loss. The onshore CSI 300 index fared slightly better and declined by 6.7%.
Despite various policy supports from the central government, there is no concrete
sign of recovery in China economic activity. Chinese companies have been crippled
by the lingering effect of property market downturn as well as a new wave of
Omicron infections which caused lockdowns in several cities.

* The Hang Seng Index was down by a whopping 13.7% in September. The
commerce and industry sub-index crashed by more than 15% as US President
signed an executive order to bolster domestic bio-chemical industry in an attempt
to reduce reliance on Chinese made chemicals. Also, a hard-line statement from US
PCAOB triggered selloff in the Chinese tech companies.

* The Nikkei 225 Index recorded 7.7% monthly loss in September. However, from the
perspective of US dollar-based investors, the loss was more severe because the JPY
in the same month depreciated by 4% against the USD. Unlike its counterparts in
the US and the Eurozone, the Bank of Japan at its September policy meeting
decided to maintain the ultra-loose monetary policy.
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e The S&P 500 Index lost 9.3% in September. The prospect of interest rates will stay o 1@5_%;%«; T 500 IEEIENB TH 9.3% o F8HA *U’?‘H—JT:I—:EEHTFQW
higher for longer has battered investor sentiment. Senior Fed officials stated the 'f%?—yﬁ = 7}<:|z BBEEWNISEZ 'HEI% Eﬁﬁﬂaﬁm & = E%/T )
central bank would stay vigilant on inflationary pressure and would not take its foot E’Eﬁﬂ%#ﬂLHEJ—"jﬂ% :I:"g'@,lx ;rém%gbulmjjﬁ; o
offthe brake prematarely. . REME CPIBEEML AN 85% FREASM 83% - B

* Although the headline CPI inflation decelerated somewhat to 8.3% year-on-year in SNTHIETEE - 1 AT EHENEESEERET  5RE
August from July's 8.5%, it came in above market expectation. In mid-September, HI B S B IR B S 5 FR E 2008 EE LR E M2 6% o

Freddie Mac's Chief Economist said hotter-than-expected inflation numbers pushed
mortgage rates above 6% for the first time since late 2008.
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Europe . BEENM NATE 6.3%  BEEHMEHRRENEEE

e Although the Euro Stoxx Index lost 6.3% in September, it outperformed the S&P 500 T 500 IS8 H ,?E‘é 225 EE « BT EBRENARAREZINREES
Index and the Nikkei 225 Index. The Eurozone economy remains vulnerable to FREFEERER EIRNELZ - h BHEBITTECPIEE EFR 10% »
Russia-Ukraine military conflict and rising energy prices. In September, the CPI BAREHS - B LEIRYIST&BETE » L BHEEZHIER
inflation of the Eurozone reached another record high of 10% year-on-year. Rising BB A CIRISBRE 482 B=+EA URKWEKE o

prices dented economic activity with the S&P Global Eurozone Composite PMI in
September declining to 48.2, its lowest reading in 20 months.
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Financial Market Performance: Year-to-date Ended September
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Equity Indices R =158l Currencies (vs USD) 5% (X 3=1)
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Developed Countries 22 EEZ Developed Countries S2EREZF

Dow Jones IEBEHT T = F191E8 28,726 -20.9 EUR EITT 0.97 -13.9

Euro Stoxx EITCETIES1EE 365 -23.9 GEP ZHEE 1.11 175

Nikkei 225 HEEFEIEE 25,937 9.9 CAD TN7T 1.38 71
East Asia 5 ap AUD BT 0.64 -11.3

CS1300 EF3001EH 3,805 -23.0 Py HE 1447 20,4

Hang Seng Index EERE 17,22 -26.4 East Asia 5200

KOSPI BESE S REREE 2155 -27.6 CNY N\ B8 711 104
Developing Countries S2EPE KRW E2E 1,432 -17.0

SENSEX EIERETIER 57,427 1.4 SGD FINETT 1.43 58

Bovespa EMETHIEE 110,037 5.0 TWD Frass 31.78 -12.7

RTS|EZEETREEER 1,056 -33.8 THE =& 37.73 -11.7

Month-end Readings ¥TD Change: % Month-end Readings ¥TD Change: bps

Commodities & o EEe s - % 10-Year Govt Bond Yields H{& 2 2 (10 Hf) [T —— EyEsse - 2%
CRE EmiEE 559 -3.3 us =8 3.83 231
QILWTI EBERE 80 6.1 Eurozone BITTE 213 232
Gold (LEM A E=EHE 1,672 74 Japan BE 0.28 19
Copper (LME) S8 7647 =211 China & 277 -2
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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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