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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.

0utlook

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

We maintain the rating of equities at neutral as bond markets are also vulnerable to
rising interest rates and cost-push inflation. Both the MSCI All Country World
equity index and the Bloomberg Global Aggregate bond index lost about 5% for the
three months ended August.

Asia Pacific ex Japan equity markets are expected to perform relatively better.
China, the largest economy in Asia, has more leeway to loosen economic policies to
support flagging growth as local inflation is still manageable.

We maintain a positive rating on the outlook of Asia Pacific bond markets.
Inflationary pressure in Asian countries is relatively lower than that of the
developed nations. Such an economic environment lent support to Asian bond
markets.
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++ 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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Global Economic & Financial Market Outlook IRER BN S RIS R E

* Although winter has yet to arrive, 2022 proved to be a tough year for financial
markets. Geopolitical tensions in Eastern Europe, decades-high inflation, worldwide
monetary tightening and recession concern have sent equities, bonds, commodities
and currencies on a roller-coaster ride. During the first eight months of the year, both
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the FTSE MPF All World Equity Index and the Bloomberg Global Aggregate Bond REIR K Eﬁ{ﬁ*%_
Index lost more than 15%. 200 Energy & Food Prices

e The Group of Seven (G7) industrialized nations planned to implement price cap on

Russian oil imports but WTI crude still traded around USD 85 a barrel in September. 150
Food prices seem to have peaked after summer with the yearly growth of the Food
and Agriculture Organization (FAO) World Food Price Index decelerated to 7.8% in 100
August from 13.0% a month ago. However, the FAO warned that spiralling fertiliser
cost could still deter food production. 50
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Global Equity Markets ¥R ER IR ZEmhi5

« We maintain a neutral rating on global equities which are dominated by developed
equity markets. Rising inflation is eroding consumers’ real purchasing power and
profit margin of companies, hurting economic growth. In August, the composite PMI
of developed countries, which face more severe inflationary pressure, went down to
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65 Composite PMI * In the US, CPI in August jumped by higher-than-expected 8.3% year-on-year. In
September, the Federal Reserve raised policy interest rates by 75 basis points for the
60 third time in a row at the Federal Open Market Committee meeting in order to cool
inflationary pressure. This is the fifth rate hikes in 2022.

>> * In Europe, the European Central Bank (ECB) is also getting more hawkish as the

50 Eurozone’s CPI inflation hit another record high of 9.1% year-on-year in August. In

\ September, the ECB raised its policy interest rates by an unprecedented 75 basis
points and vowed to keep raising rates to put a brake on inflation.

40 - HMEHEREMSETEMNZIRBRESHISFTHIETL - FTELEANBEERIREDIER
BEHBENEREE SINATNFE  BELSHEER - ARER E & IR B 1 Y 3%
ZEHX  HEARBEIBEREAHMN49.0 RNA\BREE46.9 -

Ceveloned Mk SN, - EZRENAGEBWERREAAS3%  SRTIBEN o BERIEN DD HEE
A t e t ARTEESEEHL Hfft&%ﬂztﬂ??sﬁggw\%ﬁﬁ’i BIREE D o EREME
R MIZRT = E=RME 75 EEE - 12 2022 FREFXME o

Source EHA. CEIC . BN - BOMRITEVARE 2SI MR - BRI A HBTENEREEE RS
- i‘EIL91%=EﬁU¥ﬁm - BUNRITIA N A @A B HFERNRES T 75 BE

% WRASEE NS LB S -
=

The information herein should not be used as the basis of any investment decision. 5 Q1>
This document is intended for use by AIA International Limited and/or its intended recipients only.

45

Nov-21
Dec-21
Jan-22
Feb-22
Mar-22
Apr-22
May-22
Jun-22
Jul-22
Aug-22




AIA Investment Management HK Ltd.

Asia Pacific Equity Markets T2 X & IR Z 1 15

* Asia Pacific ex Japan equities are expected to perform relatively better than their
counterparts in the developed markets. Monetary and fiscal policies in China, the
largest economy in Asia, are expected to be accommodative thanks to well-contained
local inflationary pressure. In August, CPl increased by 2.5% year-on-year.

*  With well-contained inflationary pressure, the People’s Bank of China (PBoC) has SrE KSR
sufficient monetary leeway to support the economy and withstand the contagion risk
spreading from property crisis. In August, the PBoC lowered its benchmark lending 60
rate and mortgage reference rate.

Composite PMI

55
*  Economic momentum of China was dragged down by property crisis with both the

official and the Caixin composite PMI declined in August from their previous month’s 50
levels. However, both readings were higher than global average and still above 50
(PMl reading above 50 indicates economic activity is expanding). 45
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Emerging Equity Markets 7 iz 22

B MEXTEH
130 Trade Weighted Dollar Index: Nominal: Broad
Dollar Index (United States)
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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. As the USD appreciated on the
back of the Federal Reserve’'s hawkish monetary stance, emerging markets (ex Asia)
are expected to underperform other major equity markets.

The MSCI Emerging Market (ex Asia) Equity Index went down by almost 10% for the
three months ended August and underperformed the MSCI Developed Market Index
and the MSCI Asia Pacific (ex Japan) Index, both of which lost less than 6%.
Although rising commodity prices help boost the outlook of resource-rich Latin
American countries, the overall investor sentiment on emerging (ex Asia) equity
markets are likely to remain fragile.
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Global Bond Markets IR ER1E 5 T 15

* We maintain a neutral rating on global bond markets. The headwinds of rising
inflation and major central banks' contractionary monetary stance are not going to
dissipate any time soon. In August, the FTSE MPF World Government Bond Index
dropped by 3.3% and recorded only one monthly gain over the past nine months.

BEHFmHERE
4 Bond Market Performance 1,200
*» The 10-year US Treasury yield rose above 3.5% in September for the first time since
2011. The Fed hiked the policy interest rates by 75 basis points at its June’s policy
meeting and followed up by another two 75 basis point hikes at both July's and 3 1,100

September’'s meetings. The European Central Bank also started increase interest
rates in July and further raised its Main Refinancing Rate by an unprecedented 75

2 1,000
basis points in September. The 10-year Bund vyield broke 1.8% in September for the
first time since 2014.
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Asia Pacific & Emerging Bond Markets oo /X @ N ¥ {& 5 h 15

« We maintain a positive rating on the outlook of Asia Pacific bond markets.
Inflationary pressure in Asian countries is relatively lower than that of the developed
nations. Such an economic environment lent support to Asian bond markets. In

HEYERS  RFERR August, the CPI inflation in China was only 2.5% year-on-year, far lower than the
CPI Inflation: % yoy yearly inflation in the US (8.3%) and the Eurozone (9.1%). This partly explains why

both the Bloomberg Asia (ex Japan) Investment Grade Dollar Bond Index and the

10 Markit iBoxx China Offshore RMB Bond Index outperformed the FTSE MPF Global

Government Bond Index in August.

12

*  We are neutral on the outlook of emerging bond markets. Although emerging market
6 bonds offer attractive yields, stronger USD may create debt repayment pressure for
some developing countries which rely heavily on USD financing.
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Financial Market Performance: Year-to-date Ended August
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Dow Jones BIEET T 219158 31,510 -13.3 EUR BRJT 1.00 -11.7

Euro Stoxx EBRTCHT TR 15 &) 389 -18.7 GBP %% 1.16 -13.7

Nikkei 225 B & F 19158 28,092 -2.4 CAD 07T 1.31 2.4
East Asia &3 AUD BT 0.69 -5.4

CSI 300 B&300f5 &1 4,079 -17.4 JPY H 138.7 -17.0

Hang Seng Index 41581 19,954 -14.7 East Asia 553

KOSPI Bl A IR (ETEH 2,472 -17.0 CNY AK# 6.89 -7.5
Developing Countries 2R EZX KRW B2 [E 1,339 -11.2

SENSEX EDERTIEH 59,537 2.2 SGD A0k 7T 1.40 -3.1

Bovespa EEFA R 15 & 109,523 4.5 TWD & #s 30.38 -8.7

RTS| B ZEHT AR (BE &) 1,258 -21.1 THB Z= 8% 36.51 -8.7

Month-end Readings YTD Change: % Month-end Readings YTD Change: bps
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Oil (WTI) [FREE 90 19.6 Eurozone EiJT& 1.57 176
Gold (LBMA) =& 1B 1,716 -5.0 Japan HA 0.24 15
Copper (LME) $@1& 7,721 -20.3 China 3 2.64 -14
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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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