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AlA Investment Management HK Ltd.

Macro Talking Points
R i B R B AR

The latest GDP data from the US disappointed the market. Following a contraction

in 1Q 2022, the 2Q GDP data contracted 0.9% quarter-on-quarter at an annualized
rate. Private investment, including residential investment and inventory, were the
main drags. Personal consumption is so far holding up. On the inflation side, the US
CPl increased 8.5% year-on-year in July, cooling moderately from the 9.1% read in
June, but still lingering around the historical high levels of the past four decades.

On top of the already challenging economy, tension between China and Taiwan
soars after the US House Speaker Nancy Pelosi’s visit to Taiwan. China's military
held drills in the wake of Pelosi’s visit, which represented the most challenging
period in the cross-strait relations over the decades.

Despite the challenging economic and political environment, equity markets in the
developed economies had a brief reprieve partly thanks to better-than-expected
corporate results in the US. Stocks have recovered from lost ground and bond yield
tumbled during the past month, as investors expect less hawkish Federal Reserve

stance ahead.
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In Europe, although surging inflation has squeezed spending power, the euro-area
economy demonstrated resilience in TH22, expanding by 5.4% in 1Q and 4% in 2Q,
year-on-year. The reopening of European economy post the COVID-19 pandemic
has partially offset the shock from the war in Ukraine. Nonetheless, the soaring

Euro Area GDP Growth (Year-on-Year) - Post Pandemic
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inflation as a result of increasing energy costs and a weakening economy has put 14%

the ECB in a challenging dilemma. The euro-dollar briefly slipped below parity in 129%

July and hovered around the two-decade low in early August given the recessionary 10%

risk. 8%
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In Asia, the biggest economy China is facing broad-based economic challenges.

The manufacturing PMI's tumble into contraction in July shows the sector is having China Manufacturing PMI
a hard time sustaining a recovery. The zero-COVID policy also constitutes a B B S SR BRI S TR

prolonged drag and weighs on consumption. The property crisis is deepening,

further straining developers’ cash flow. Declining new investments in the real !
estate sector and falling housing sales have dampened end-user demand. 50
Widening mortgage boycotts by some homeowners also drags further on China’s

growth outlook. 49
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AlA Investment Management HK Ltd.

Major Economic & Market News

Asia Pacific

* In July, the FTSE MPF Greater China Index went down by 6.2% as worsening Sino-
US relations and escalation of tension in the Taiwan Strait undermined investor
sentiment. The HSCEI (the offshore index of Chinese companies listed in Hong
Kong) registering 10.2% monthly loss. The onshore CSI 300 index fell 7.0%. On the
economic front, China saw both of its composite PMIs (official and Caixin) stayed at
expansionary territory and outperformed the global average in July. In June, China'’s
CPlI was up 2.5% from a year earlier, well below the inflation rate of the G7
countries. On the policy front, the government at the latest Politburo meeting
vowed to keep economic growth within a reasonable range but did not signal
further stimulus measures.

* The Hang Seng Index plummeted by 7.8% in July. The property and finance sub-
indices were weighed down by concerns about China’s real estate sector, losing
10.6% and 8.0% respectively.

* The Nikkei 225 Index recorded 5.3% monthly gain in July but underperformed the
S&P 500 and the Euro Stoxx. Unlike its counterparts in the US and the Eurozone, the
Bank of Japan vowed to maintain its ultra-loose monetary policy at its July’s policy
meeting
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AlA Investment Management HK Ltd.

Major Economic & Market News

* The S&P 500 Index rebounded by 9.1% in July thanks to better-than-expected
corporate earnings. According to Bloomberg, more than 70% of S&P 500
constituent companies delivered positive earnings surprise. However, US economy
is overshadowed by the threat of stagflation. In June, the headline CPI inflation
accelerated to 9.1%, the highest yearly price increase since 1981. Economic
activity slowed with both the ISM Manufacturing and the ISM Non-manufacturing
PMls declining in June. Run-away inflation and higher borrowing costs also
pummelled consumer confidence. In July, the Conference Board Consumer
Confidence Index fell to 95.7, the weakest in seventeen months.

Europe

* The Euro Stoxx Index gained 7.2% in July. The European Central Bank (ECB) raised
its policy interest rates by a more-than-expected 50 basis points. To mitigate the
burden of rising funding cost, the ECB also agreed to provide a new bond purchase
programme to the Eurozone’s indebted countries such as Italy. Despite the rebound
in equity prices, the Eurozone economy remains vulnerable to Russia-Ukraine
military conflict and rising energy prices. In July, the CPI inflation of the Euro area
reached another record high of 8.9% year-on-year. Rising prices dented economic
activity with the European Commission’s Economic Sentiment Index declining to a
sixteen-month low of 99 in July.
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Financial Market Performance: Year-to-date Ended July
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AlA Investment Management HK Ltd.

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 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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