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Macro Talking Points 7=

US January's core CPI rose 3.9% year-on-year. The stronger than expected inflation
largely reflected start-of-year price increases for labour-reliant categories such as
medical services, car insurance, repair and day-care. In addition, the large owner’s
equivalent rent category was also surprisingly strong driven by the rebounding housing
market. As a result of a stronger inflation number, the 10-year US Treasury vyield
rebounded and exceeded 4.3% in early February resulting in higher volatility in both
the fixed income and equities markets. Compared to earlier in the year, market
forecasts the likelihood of interest rates cut in March or May has diminished along with

the stronger economic data.
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Supply chains in the Asia Pacific region are shifting, most pronounced in Korea and

Taiwan with their combined US-bound exports exceeding exports to mainland China in
December 2023 for the first time since 2003. This supply chain shifts are mostly
secular, driven on back of changing competitive landscapes, China’s self-sufficiency
target and post-pandemic focus of global corporates on supply chain diversification as
well as the US Department of Homeland Security’s Supply Chain Resilience Initiatives
(SCRI). With this change, there are three top implications: firstly, these supply chain
changes could persist along with sustained redirection in Foreign Direct Investments
(FDI); secondly, supply chain shifts in the region could be a drag to China’s economic
growth; and thirdly, supply chain diversification can be considered an early sign of
reverse globalization which could have structural implication on inflationary pressure

on regional trade.
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«  The performance of Hong Kong equity market remained lacklustre. In January, the s BERTRBMARKE - 1B BEREHTHRERI%  WEEZIREAE

Hang Seng Index dropped over 9% and underperformed other major equity indices i o . i
globally. The Hang Seng China Enterprises Index lost 10% as market worries about ZREDE - AR BEFERXEHBETRT10%  RRTEEEHRE

the risks of sustained deflation in the country as well as potential increase in United FEBHENVER  REBNEEEPBEHOMNE ZERR 8N o
States(US) trade barriers targeting Chinese exports.
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* China economic data continued to show early signs of stabilization. In January, the PEAEEBIRRT H R HRIBHTR - Ei..éﬁ”" sPR A - HE1 RS
NBS (National Bureau of Statistics) manufacturing PMI ended its three-month BUEX IR SK 3B A KE » WH49.0FE49.2

decline and ticked up to 49.2 from 49.0 previously.
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* Taiwan Stock Exchange Weighted Index was down 0.2% in January. The technology
sector continues to be chased by investors. In Korea, following a strong

performance through the year-end rally in 2023, the Kospi Index fell by over 6% in %0 CPI B SR TEER » FZI8BIE2024F 1 B T BB 6% ©

the first month of 2024 amid the December US core CPI coming slightly above

expectations. « HE2DLEHET1BARBIES% - AT HERBEET37%°18au
«  The Nikkei 225 Index ended the month with over 8% gain. However, the Japanese Jubun#R S ERB IR IR BIYIER £ AA950.0 LA E51.5 » IHEIBIB50R R

yen depreciated by 3.7% during the same period. The preliminary au Jibun & F &R ©

Composite PMI increased to 51.5 in January from previous month’s 50.0. An index
number over 50 indicates an economic expansion.
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Major Economic & Market News

us

In January, the S&P 500 Index recorded gains of 1.6% while the small cap Russell 2000
index recorded losses of 3.9%. The dispersion of performance between large-cap and
small caps depicted a risk-off behavior.

Consumer price inflation in December advanced 3.4% year-on-year, most in three
months and slightly higher than expectation. Much of the surprises came from the core
goods consumer price index (i.e. CPl core), which excludes energy and food. The
producer price inflation increased 1.0% year-on-year compared with November's 0.8%.
January’s Institute for Supply Management (ISM) Services was up slightly to 53.4 from
December’'s 50.5. The ISM Manufacturing Purchasing Managers’ Index (PMI) rose to
49.1 in January from previous month's 47.1 and remains in contracting territory.
Strength in new orders contributed to the improvement in ISM manufacturing index
which is a good sign in terms of corporates’ inventory cycle. Investors maintain the
view that inflation is under control and are closely monitoring the broader economic
datasets which will influence upcoming Federal Reserve’s policy decisions.

Europe
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The Euro Stoxx Index went up by 1.8% in January. The Eurozone economy
unexpectedly avoided a recession in the final quarter of 2023 recording a GDP of
+0.1% higher than a year earlier. This quarterly expansion was attributed to the better-
than-expected economic expansion in Spain and Italy which partially offset a
contraction in Germany. Inflation growth slowed to 2.8% in January from 2.9% in
December. In UK, the Bank of England said that net mortgage approvals for house
purchases rose in December to a six-month high, showing early signs that the housing
market might be stabilizing as mortgage rates come down.
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Financial Market Performance: Year-to-date Ended January
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Month-end Readings YTD Change: %

Month-end Readings YTD Change: %

Equity Indices IRE=I5E{ BEE ENESEE - % Currencies (vs USD) E¥ (R=7T [y ENESEE -
Developed Countries 223X Developed Countries 22X
Dow Jones BIEHT T 21935 38,150 1.2 EUR BiJT 1.08 -1.9
Euro Stoxx BRTCHTFE TR 5 &L 483 1.8 GBP 2% 1.27 -0.1
Nikkei 225 H#&F 19154 36,287 8.4 CAD 07T 1.34 -1.4
East Asia 3Gz AUD 27T 0.66 -3.3
CSI1300 JE#300f5 ! 3,215 -6.3 JPY H 146.3 -3.7
Hang Seng Index E4fE & 15,485 -9.2 East Asia RE3
KOSP| BRI S IR EIEH 2,497 -6.0 CNY AR#E 7.17 -0.9
Developing Countries S EPEZX KRW #& & 1,335 -3.3
SENSEX ENERMIEE 71,752 -0.7 SGD /0o 1.34 -1.3
Bovespa EEFA I TH1E & 127,752 -4.8 TWD #&atE 31.29 -2.1
RTSIRZEHT IR EBIEE 1,126 3.9 THB 2=k 35.36 -2.9

Month-end Readings YTD Change: % Month-end Readings YTD Change: bps

Commodities Efm B EE ENESEE - o, 10-Year Govt Bond Yields BIfE 2 (10FH)) BEER EESEE - 2%
CRBEmE& 521 2.2 us =H 3.99 11
Oil (WTI) [RREE 76 6.1 Eurozone BRTTI& 2.27 18
Gold (LBMA) =& E1% 2,053 -1.2 Japan HZA 0.74 9
Copper (LME) #1& 8,513 0.4 China 3] 2.44 -13
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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 AIA 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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